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To be pioneer this is our vision our identity and the

defining characteristic of our corporate culture This vi

sion is based on our values responsible excellent and

innovative which provide the foundation for our suc

cess Together with these values our strategy and the

One Siemens framework it also defines our business

goals and specifies clear direction for our develop

ment

Were tackling the challenges of our time just as we

did when Werner von Siemens founded oui Company

over 160 years ago This commitment is an expression

of our pioneering spirit For us being pioneer means

more than just fostering invention It means embarking

on new paths forging ahead into uncharted territory

and continually blazing new tialls by developing and

marketing innovative products and solutions that meet

our customcrs needs And it means taking calculated

risks in order to push innovatio

The innovations descubed below exemplify how were

providing answars to the technology questions of to

morrow

el s1yI Work

ing with experts from BMW our resean hers have de

veloped technology for the safe user friendly con

tact-free charging of vehicle batteries even during

brief stops This technology opens up new horizons

the inconspicuous charging stations can be integrat

ed into virtually any location making it easier to use

electric vehicles as intermediate storaqe devices for

excess power from solar and wind energy sources

with yr the han Our technology intends to

enable physicians to operate medical equipment with

simple hand movements eliminating the need for

touch control This solution which not only makes

doctors work easier but also decreases the nsk of

patient infection holds great promise for the future

What will ti cv ii uburs he to 101 Icc liS

More than 9000 Siemens wind turbines are in opera

tion around the world today delivering peak output of

more than 13000 megawatts We want to boost their

capacity even further by optimizing their performance

and availability Our new gearless six-megawatt wind

turbines which were specially developed for use on

the high seas weigh only about as much as their con

ventional counterparts in the two- to three megawatt

range giving them low per megawatt weight

Theyre also very mamtenance-fniendly and extremely

robust Generating greater output with fewer parts

these turbines boast substantially higher availability

than their predecessors making wind power more

attractive source of electricity than ever before

These three examples have one thing in common they

all show how zealously and passionately our employees

are working every day to find practical answers to the

challenges of our time Their commitment reflects the

pioneering spirit that has been our hallmark since 1847

and that will ensure our success in the future
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lo be the pioneer of our time thats the vision that

notivates us in everything we do And out strategy

shows us how to make it reality Were aiming to cap

ture and maintain leading market and technology po

siflons in all our businesses in order to achieve su

tamable prohtable growth and thus continually

increase or company value We intend to reap par

ticulat benefit from the rneqatrends demographic

change urbanization climate change and globalu

zation Our strategy is reflected in our three strategir

directions

Focus on innovation driven growth markets

Oct ci wet to our customers and

Use the power of Siemens

Were also enlarging our Environmental Portfolio and

increasing the revenue it generates while continin

ously expanding our service business and further

strengthening our position in the booming marlets of

the emerging countries Our declared aim here is to

unleash out full potential as an integrated tec hnoloqy

ompany Within our One Siemens framewoik weve

broken our strategic directions down into nine con

crete to areas that will shape our activities in the

years to come

Detailed information on the nine One Siemens focus

areas is provided on pages 46 61

Siemens occupies outstanding positions in many mar

kets Our actions are driven by market dynamics and

therefore also by the requ roments of our customers

We want to continually outperform our competitors

arid as market leader set the standards for operating

arid financial perfoimance in cur industries

The key to our sustainable development dud capital

efficient growth is One Siemens launched in fircal

2010 this target system defines metrics for revenue

growth capital efficiency profitability and tire optt

miaatiun of oui Ldpital huuctuic Taken togethri

these indicators comprise balanced systeni that pro

vides the basis for generating sustainable increase

in our value

To achieve this aim weve set number if concrete

goals First we want revenue growth at all our busi

riesses to outpace ft at of our competitors Second wc

want our growth to be capitahefficient Ti at why

weve defined an ambitious target corridor for return

on capital employed At the actor level we want to

continuously achieve top margins compared to our

competitors across industry cycles Arid third wevA

set target for our capital structure that will enable us

to achieve sustainable strongly based profitability

More information on tire piogness weve ir ade toward

reaching these goals is available in the combined

managements discussion id analysis on pagr

5660 of Part 11 of flits Annual Report
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Weve been living from innovative engineering achieve.

monte for more than 160 years continuously tapping

new markets and occupying new growth fields ro em
hance this special strength were concentrating on in

novation- and technology-driven growth markets with

potential for our future core business Were strength

ening our power of innovation by leveraging syner

gies worldwide and increasingly utilizing external

expertise Wove opened our lab doors to universi

ties research institutes and industry partners More

than 1000 cooperative research ojects year enable

us to respond quickly to the new requirements of local

and global markets We also support universities by

awarding research scholarships and establishing pro
fessorships

Our knowledge network which comprises universities

as well as suppliers and customers whom we involve at

an eaily stage accelerates the transfer of ideas from

theory to practice Our so-called open innovation con

cept also pursues this goal dedicated research centers

technology-to-business centers in Berkeley and Sharig
hai are fostering our culture of innovation and pioneer

ing spirit by bringing in external researchers and entire

research teams And we promote knowledge transfer in

the other direction through our Siemens lechnology

Accelerator which helps top innovations break into the

market through spin-offs and licrnsinq In fiscal 2011

we extended first-time invitation to our customers and

industry partners asking theni to join us at Siemens

innovation Day where we presented current prolects

that showcase our innovation partnerships Our Mo-

graph mMR is one such project Ihe worlds first whole

body scanner to combine magnetic resonance imaging

MM and positron emission tomography PET in

single system the Biograph mMR enables physicians to

simultaneously display organ location function and

metabolic activity variety of partners and institutions

around the world helped develop the system expedit

ing its implementation in clinical processes

The reduction of CO2 emissions the efficient storage

and utilization of energy our researchers and develop

ers tackle these challenges every day Hydrogen is one

solution its an optimal energy carrier and valuable

raw material Hydrogen gas can be produced from water

by means of electrolysis using for example surplus

green power Siemens employees are now working on

new electrolyzers that could provide the basis for future

energy storage The background is this hydrogen not

only has large storage capacity it can also be convert

ed bark into electricity that is the electricity produced

by renewable energies and stored in hydrogen can be

fed back into the power grid Since renewable virgies

will form larger part of the future energy mix hydro

gen can make powerful contribution to their Integra

tion into future-oriented
energy concepts

These are just some of the ways in which the approxi

mately 27800 researchers and developers at our rough

ly 160 RD centers around the world are working every

day to find answers to the challenges of our time The

figures testifying to their success are impressive In

2010 our 12 Inventors of the Yeci alone generated 1300

individual patents while the number of invention

reports per RD employee has doubled since 2001 Ihe

result in 2010 for the first time in our history we were

No liii the European Patent Offices application static

tics with total of 2135 patents pending
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Only by keeping our portfolio
focused on attractive fm

ture oriented markets can we achieve profitable long

twin growth Thats why we practice active systematic

portfolio management The cornerstone of our portfolio

policy is the principle that all our businesses must cap

ture and maintain No or No positions in their re

specuve markets The basis of our profitability and

growth these leading positions enable us to sustainably

increase Siemens value As rources including our on

porate history confirm weve always been particularly

suer essful when weve been at the forefront of techno

logical innovation Size alone is not enough to ensure

our long term success This is the gurdmnq principle of

all significant changes in our portfolio

In addition to organic growth were also further

strengthening oui core business through acquisitions

For example we acquired the Norwegian subsea spe

cialists Bennex and Poseidon in March 2011 these corn

panics specialize in equipping deep sea oil and natural

gas suppliers providing for example products and

solutions for power qnds deployed at depths of up to

3000 meters Leveraging th expert kriowhow and our

traditional core cornpetenc mes in electrical engineering

we intend to establish ourselves as leading supplier of

subsea power grid solutions in the medium term

Fo continue driving our booming business in India and

boost its influence on our operations on the subconti

nent Siemens AG increased its stake in our publicly

listen Indian Regional Company from 553% to 75% in

fiscal 2011 At the end of 2010 we announced the take

over of the Russian financing company DeltaLeasing An

important step in the international growth strategy of

20

our cross Sector activity Financial Services SI this

acquisition will positron SFS as key player in major

project financing on the hrghqrowth Russian markct

Were also tightening the focus of our portfolio on thi IT

market In the future we intend to concentrate primer

ily on vertical software solutions which ideally complw

inent and round off our other businesses Our software

solutions enable applications such as oroputer
aided

automobile arid airplane model desiqn power plant

monitoring and controlling and the visualization of CT

results No other company has the industry expertise

and technology competence we do and its our cus

torners who reap the greatest borefit With the sale of

Siemens IT Solutions and Services to Ales AtoS

weve withdrawn from the conventional IT ervices

business As part of this transaction Siemens will retari

15% stake in AtoS thus emaining strategic take

holder in the venture

These measures illustrate how our forward looking

portfolio policy is strengthening our profile and grating

it to innovati ri driven growth markets

48
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Our Environmental Portfolio which bundles products

and solutions that contribute to environmental and cli

mate protection has captured an outstanding position

on the technology market worldwide and is one of our

strategIc growth drivers In fiscal 2011 we generated

revenue of 29 billion with Portfolio offerings In 2010

we set ourselves the target of achieving revenue of at

least 40 billion with our green technologies by the end

of fiscal 2014 And this target remains unchanged even

though the planned IPO of OSRAM will make it more

difficult to achieve

Our Environmental Portfolio is making major contribu

tion to climate protection In fiscal 2011 our ecofriendly

products and solutions enabled customers worldwide to

slash their CO2 emissions by 317 million tons an

amount equal to the total annual CO2 emissions of 9cr

un Delhi Istanbul Hong Kong ondon New York Sin

gapore arid Tokyo

the products and solutions underlying our Environmem

tal Portfolios extraordinary success come frorri all tour

of our Sectors For example the ICx trains from our Rail

Systems Division are setting new standards for long

distance rail transportation We expect these innovative

trains to consume about 30% less energy per seat than

vehicles in German railway operator Deutsche Balms

existing fleet This advance is due to improved aerody

nanucs and lighter constructicri which reduces the

weight of 200 meter tiain by some 20 tons

Our new efficiency record for gas turbines in combined

cycle opem alion with steam turbines is yet another tit

umph for our trailblazing technology The SG75 8000H

gas turbine we installed at power plant in the Bavarian

town of lrsching achieves an efficiency of 60 75% coni

pared to the 585% efficiency of the previous turbine

generation while generating an output of 578 rnega

watts To produce uric kilowatt hour of electricity the

new generation of combinedwycle power plants CCPPs

consumes one4hird less natural gas than the average

installed CCPP Also boasting unprecedented operating

flexibility these plants can be rapidly ramped up and

down in response to fluctuating power feed ins from

wind and solar systems

Our engineering achievements are also continually mm

proving the environmental performance of healthcare

products For example our SOMATOM Definition Flash

computed tomography CT system requires on avon

age about 45% less power for chest scans and around

85% less power for cardiac scans than the previous gem
eration of CT scanners

In fiscal 2011 we received our first order for wind tun

hines for an offshore project in China To be installed of

the coast of Jiangsu Province 21 Siemens turbines will

supply the region with 50 megawatts of clean electnici

ty The order which includes fivmyear service and

maintenance agreement is milestone on on way to

entering Chinas burgeoning wind power market

These successes illustrate how the products and solu

tions in our Environmental Portfolio are creating advan

tages on three fronts for our customers who are ben

efiting from lower energy costs arid increased efficiency

for future generations whose quality of life nd envi

ronmnent wre preserving and rnhanririnj and for

Siemens by enabling us to tap attractive markets arid

genciate profitable growth

Li fl
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The so called ERIC co intries Brazil Russia India and

China and the up-and-coming nations of Asia South

America and the Middle East are achieving high levels

of economic growth in which we intend to participate

Our strategic aim is to increase the share of revenue

we generate in the worlds emerging countries thus

strengthening our position in high-growth markets

Over the past few years weve achieved above-average

growth in the emerging countr es In fiscal 2011 our

revenue in these countries rose 11% outpacmg our over

all revenue growth and accounting for one third of our

total revenue

As the following exarpIes illustrate robust economic

growth in the emerging markets is creating strong

demand for solutions along the entire energy chain as

well as for patient-centric affordable healthcare and in

tegrated infrastructures for industrial and urban appli

cations

the Chinese governments sselfth Five Yeai Naii

adopted in 2011 foresees substantial investments

of over $430 billio in renewable energies smart

grids and electric mobility The government also plans

to invest heavily in the countrys healthcare system

By 2020 India wants to be generating an additional

210 gigawatts of elcctricity in order to meet its grow

ing demand for energy

By 2030 Russia intends to invest nearly C300 billion in

the expansion of its tail system alone

In other words new business opportunities await us

worldwide And were leveraging our extensive portfolio

to exploit them more fully than ever before

The demand for economical products and solutions spe

cifically tailored to local customer requirements is par

ticulaily strong in the emergmg countries To meet this

challenge weve launched our SMART simple main

tenance-friendly affordable reliable and timely-to-

market initiative

Our SIMATIC Smart HMI system is prime example

of the initiatives success in the area of industrial auto

mation HMI which stands foi human-machine inter

face is key tool for controlling arid monitoring indus

trial automation processes In China were alteady the

undisputed market leader in the medium and higher-

end market segments To move ahead in the entry-level

market weve created SMART version as well In line

with the SMART philosophy our local developers col

laborating closely with their colleagues in Germany

have designed user-friendly product that meets the

needs of Chinese customers and is available at sub

stantiall1r lower price

Our MAGNETOM ESSENZA magnetic resonance imag

ing MEl system is another prime example Developed

in close cooperation with Chinese colleagues the sys

teni is manufactured in both Germany and China The

advantages of this high-efficiency 15 tesla MIII scanner

include comparatively low ins iallation costs and power

requirements

82 qIalId 11 yl



For the emerging countries in reasmg power consump

hon poses long term challenge In India for example

medium voltago switchgoar is in very short supply

Competition on this market which is characterized by

regionally specific technical requirements is fierce Pro

ceeding on the basis of our globally standardized prod

net platform our employees in India have developed

switchgear thats winning new orders In fiscal 2012 our

new plant in India will begin producing mediurmvoltage

switchgear that meets our worldwide quality standards

Our por folio currently boasts more than 160 SMARt

products and product families for emerging markets

ranging from Stray devices to steam turbines to railway

signaling systems with dozens more now poised for

market laumn But SMART products dont only increase

our revenue and strengthen our market positions they

also demonstrate what were doing to strengthen our

local presence and expand local value creation To main

tairi our leading positrons in enierqmg countries over

the long term were not lust localizing production

were also giving oui regional organizations more

dec isi on making authority arid greater entrepreneurial

ten ponsibility Fikpwise wre mtablistung entire valu

chains in those markets since the procurement of iaw

materials finished products and services in one and the

same currency zone enables us to achieve competi

live cost positions while redudng the currency related

risks to which global conipariy like ours is necessarily

exposed

We me also setting up idditiorial RI centers in regions

with ab ye average growth in rder to be more attrac

tive employer or local managerial slent arid highly

qualified univel city gradualos thus strengthening our

position in growth markets over the long term

To get closer to our customers for us this means pro

viding outstanding services that increare cuctomem

value With our cornpre ienisive service offerings we

want to achieve the kind of long lasting customer satis

faction that makvi us the first choice for ollow rip

investment Its riot only our sales organization that nun

lures close relationships with our customers and fosters

their loyalty above all its our local servh employees

who in sonic instances building on relationships that

go back decades have detailed knowledge of our cus

tomers needs am requirements This knowledge

which is indispensable tor providing excellent service

sets us apart frorri many of our competitors Arid with

product standardization increasnig services will be in

important strategic factor that gives us an edge over our

competitors

or these reasons services aie key coniponerit of our

growth strategy making major coritributio is to our

profitdbihty leveragnng our wordwnde installed base

theyre reliable zource of high margin revenue and

theyre less apitsl intensive than other types ot bu
ness Whats more because long term agreements ire

the rule services are less vulnerable to fluctuating busi

ness cycles As part of our One Siemens framework

were aiming to rigorously expand our service businis in

in order to tap additional potential sir sustainable

growth

Recent organizatirnal mnasitres umidersc ore the wiper

tame we attach our vvice business Weve already

set up dedicated units to bundle the solutionu oriented

services provided by our nergy arid lii mlthcare ml ir

At the beginning of fiscal 2012 well step furtlu

OU
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and establish new unit combining the entire service

portfolio of our Industry Sector

And thats not all Were also driving knowledge transfer

throughout our organization Our service experts are in

constant ommunication with one another exchanging

information across Sector and regional borders Weve

set up worldwide Siemens service network and con

duct regular service conferences to help ensure that

service issues are joi itly investigated thoroughly dis

cussed and successfully resolved

Looking ahead our service business will rest increas

ugly on two main pillars The first pillar comprises our

conventronal already very successful product services

Its closely linked to our worldwide installed base and

reflects the close relationships we maintain with our

customers Our service contracts with wind turbine op
erators are typical of this type of service business

Foi the Danish energy company DONO 40 Siemens em

ployees aie currently servicing 48 wind turbines at the

Gurfleet Sands wind farni off the Enqlih coast one

example of how service contrscts can be expected to

increase in the thriving renewables market

The second pillar comprises val ic-added services Going

beyond conventional product services these services

aim to convert the knowledge that weve gained in our

diversified product and solutions business into added

value for our customers Our SOMATOM Definition

flash computed tomography CT scanner is good

example More than ten central sensors continuously

monitor the key parameters of the scanners ray tube

asscmbly Using complex algorithms and customer

specific sys em utilization da specialized software

calculates the tubes remaining service life to within

few days decisive advantage since early warruug

signthcantly reduces the risk of unforeseen failure Tube

chonges can now be proactively planned and integrated

into everyday clinical workflows increasing system up

time and enhancing customer and patient satisfaction

Last hut not least our traffic information center in Berlin

proves that services can both increase customer value

and create new business models Gathering arid evalu

ating wide range of traffic data and othem relevant

information from across the entire metropolitan area

the center generates comprehensive reports or road us

ers to help improve traffic flows across the vast conur

bation

Clearly services are decisive success factor Thats why

were intensifying efforts across our entire organization

to seize opportunities in the service business and thus

get closer to our customers

13 oipr
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Our customers expect comprehensive single source

consulting thats geared to their particular needs And

its our goal and our obligation to meet this expectation

everywhere in the world for us strong customer to

cus doesnt just mean having an in depth understand

mg of our customers unique requirements it also

means providing them with customized solutions

adapted to their regional economic and regulatory envi

ronments

Successful rustonrer support requires excellent emnploy

ees an efficient organization awl etfective methohs

Only if those three componentr are integrated to form

single unit can we expand strategic partnerships create

added value for our customeir and achieve profitable

growth Thats why our enduring and successful ens

terrier relationships have certain features in common

lirst ontirruity in structures and processes Wove

long hia reputation for outstanding customer prox

rmity Our account representatives are committed to

pmnvid eq nor rustnners mnnst ci where are small to

mid sized businesses with direct local support world

de in iddition more than 200 professional Key

Aw omit Managers support our major customers in

important markets Were expanding this sales organi

ration and optimizing it on an industry specific basis

For example in connection with the establishment

of our Infrastructure Citiec Sector werc defining

additional market segments on which we intend to

mnaintam special focus markets in whmch well

211

address our customers mndustryspeciflc require

monte offering them coordinated comprehensive

range of products solutions and services

Second one face to the ustomer As rule our

count represent twos are cluectly involved with arid

are responsible br customer over period of five to

ten years further cor fimniation that our customern

are satisfied with thc support we provide

And third the cIeatiori arid expansion of expertmsr

We invest in the training arid continuing education of

the Siemens employees who are in daily ontact with

our customers For instance our sales nersonnel par

ticipate in specially designed training programs in

which their strengths arid weaknesses are arialy.ed

and improvement measures developed Such courses

are valuable to for guaranteeIng continuously high

standards of customer support worldwide

In addition we work closely with universities around

the globe because scientific expertise is vital for cur

tomer retention Intensive collaboration with top tier

institutions keeps us up to date on current reseamc fe

velopments while enabl ng us to contribute our OWIi

knnwledge to aracl omic c1iri mimic

As we pursue our goal of conmtinuou sly developing arid

improving our Con parry its crucial for us to know what

our customers really think about us The results of our

global customer survey which ericornipasseil somc

25000 interviews vi fns al 2011 show developments

arid concrete action areas for both our entire organra

tiori and its various parts

01 cO 11 Ot
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In 2011 our key account program was named Key Ac

count Management Program of the Year by the Strategic

Account Management Associa ion in the ii As the

award attests were headed in the tight direction The

juty was impressed by our fostermq of long teim cus

tumor relationships cultivation of promising account

managers and close customer proximity at Managing

Board level As part of our Executive Relationship Pro

gram the members of Siemens Managing Board maim

tam close contacts with some top customers an

experience that not only gives them direct insights into

concrete customer requirernen but also provides op

portumties for immediate feedback on their manage

merit decisions

nc
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One of our greatest strengths ic our outstanding work

force Our employees expertise skills and dedication

have made Siemens the company it is today Building on

this foundation were aiming to grow even further And

one means to achieving this strategic end quickly and

effectively is continuous learning which not only em

harices oui peoples knowhow out also directly fosters

their pioneering spirit initiative and willingness to as

sume increasing responsibility

In fiscal 2011 we invested roughly 251 ml lion or about

608 per employee in our employees training and con

tinuing education All around the world we give our

people at all levels the chance to fully develop their pm
tential

his begins with our young new employs cc whom we

prepare for their tasks in the global competitive arena

with training programs worldwide In Germany were

one of the largest private providers of vocational train

ing programs and professional training within the coun

trys worlnstudy system Further information on our

training arid education programs is available at

Weve also developed international programs that are

helping our regional units in many countries irain their

own employees and recruit new lures For example our

International Employee Development Program fflDP

provides new employees at our Regional Companies in

Braail China India Italy Mexico the wc1i Popubhc

md the 11 with training get ed specifically to the

responsibilities theyll assume when they return home

The Siemens Mechatronic System Certification Program

SMSCP integrates modules from our training system

in Germany into existing programs at colleges arid unu

versities elsewhere acquainting students from around

the world with Siemens products and technologies

early on

As part of our education offerings uniform Core Learru

ing Programs worldwide give our employees the key

qualifications they need to excel at their responsibile

ties The focus here is on practical experience Devel

opec by our international teams of experts the pro

grams are geared to the challenges of everyday business

operations after all the knowledge gained is to be ap

plied directly in practice To complement existing learn

ing programs in areas such as project management and

software development we rolled out new programs in

fiscal 2011 tailored to various organizational functions

front supply chain management and corporate human

resources to sales management

As we see it one key prerequismte for long term business

success is always having the right people dt the nylit

place at the right time because the more closely enu

ployees are matched with their responsibilities the

greater their satisfaction and commitment will be The

Siemens Leadership Framework SLF supports us in

making personnel decisions This process enables us to

systematically define all requirements for open posh

tions and compare them with employee profiles that

have been compmlcd in accordance with international

standards In addition to professional expertise and

muariaqeoment potential we also evaluate the pioneering

spirit arid innovative strength of our employees
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People who want to make difference are always wel

come at Siemens all around the world The highly

qualified enqineers and manaqers who loin us do so be

cause they know well give them every opportunity to

develop tF cii personal potentiaL In the competition for

talented individuals we maintain close conflicts with

the most renowned umversities in our most important

markets attracting top graduates with offerings such as

the Siemens Graduate Program Many high achievers

develop an enthuziasm for Siemens early on by doing

intemnships at our organization and later become full

fledged employees Once at Siemens new recruits need

to learn the ropes quickly rhats where our web based

newdSiernens learning program comes in giving more

than 18000 employees from over 80 countries coin

prehensive well focused and informative introduction

to the ompany in 2011

Siemens is global powrhnuse with highly diverse

workforce People trom 140 countries are working at our

ten largest Regional Companies alone Thats why we
take systematic approavi to ihampionirig diversity at

Siemens Multifaceted teams of employees with broad

range of skills experience and qualifications prornot

the wealth of ideas at our Company arid strengthen our

power of innovation Our people also reflect the varied

backgrounds of our customers giving us co npetitive

advantages all over the wo Id

In our Guiding Pririciplen for Promoting and Managing

Diversity wove formulated at the highest level clear

guidelines that are binding or our Company worldwide

Gui indicator of diversity is Ilie proportion of manage

mont positions he by women In fiscal 2011 this tiguir

climbed to 14 6% Jo support networking among female

executives we launched the Global Leadership Organi

zation for Women GLOW vi 2009 The organizations

members also svve as mentors for talentd young fe

male employees Worldwide inure than ten very active

GLOW organizations have now been founded hywonnen

in leadership posil ons

or meisuninq our progress in the area of diversity

weve also developed five scorecard parameters profe

siorial knowledge employee diversity at all levels the

composition of our top alent pool orporate culture

and branding arid experience mix

11
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To continue driving diversity within our organization

weve launched number of measures and projects

These ixiitidtivvs include lectures and seminars on top

ics such us unconscious prejudices In first step many

of our 160 diversity ambassadors and GLOW members

have been invited to attend these events With demo

graphic hange also affecting Siemens weve estab

lished special working groups and networks that pro

mote cross generational knowledge transfer thus

safeguarding existing knowhow for the Company

Motivated employees are what make Siemens strong

And the countless ideas of our workforce are improving

out organization all the time Under our 3r Program the

employee suggestion system introduced in 1997 some

15 million ideas had been put nto practice by the end

of fiscal 2010 resulting in savings of over 43 billion

Today were implementi ig 400 to 500 new 3i ideas cv

cry day and working vigorously to anchor our culture

idea management winch has been hallmark of

Siemens for over 100 years at our locations in growth

rriarkets

lb find it now we can further 000st worirforce motiva

horn we regularly conduct employee surveys worldwide

in 39 languages In fiscal 2011 the number of employees

participating in the surveys surpassed the high level of

the previous year The survey input is systematically

applied to erthance our processes An internal network

of experts helps our managers evaluate the results de

riving arid implementing concrete proposals for un

provements iirst projects anc initiatives spawned by

last years survey show just licw sei ions we are about

putting our poples cugcjPstirnis into anion mr oxam

plo in the weve set up program to better recog

mae and reward employee achievements fri the Czech

Republic our Regional Company has launched broad

based training program for employees arid managers

In China were expanding the expertise of variety of

specialist teams through specially developed training

programs And in Germany were offering health man

agement seminars for our employees

Our success is based on shared commitment Thats

why were particularly proud of the fact that some

120000 employees nearly third of our total work-

force are Siemens shareholders This is clear sign of

our employees trust in our values and vision and in the

strength and future of our Company sign that has

also attracted the attention of external observers in the

summer of 2011 the Global Equity Organization GPO
an industry association honored us with its highest

distinction the GPO Judges Award The jury particularly

commended our efforts to enable virtually every

employee worldwide regardless of job and location

to become co owner of Siemens
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We re committed to lair competition Iii our offorts to

succeed on the worlds markets we aim to comply with

all appi cable laws and regulations Ethical business

conduct is nonnegotiable component of our corpo

rate cull ore Weve formulated transparent and binding

principles of behavior and taken cicar and unrruslak

able position in the battle against corruption We also

fulfill our responsibilities to society the environment

and our employees For us occupational safety health

management and the conservation of natural resources

are all part of ethical business conducf

fair competition requires that all niarket participants

play by the same rules Everywhere in the world weve

entered into integrity pacts with our partners and corn

petitoms As part ot what we call collective action cus

turners arid suppliers make project specific omnut

merit to maIntain transparency in the bidding process

and abstain from bribery when competing for public

sec for conti acts

In India alone weve concluded acound 411
intognity

pacts with public aector organizations since 7009 Fol

lowing discussions with these customers arid the NGO

Trinsparency International India integrity pacts are

now included in bidding docunients dud will be required

for future contract awards in the country

ln many parts of the world were carrying thc fight

against corruption beyond the bordirs of our own in

dustry In the Czech Republic for instance we worked

together with the American Chamber of Commerce to

build coalition for transparent business practices And

in Russli were uric of the con panics that joined forces

with the German Chamber of Commerce arid the Inter

national Business Leaders Forum to launc the orporatc

Ethir Initiative wnose declaration has now been signed

by more than 90 enterprises

With budget of 135$ 100 milbon our Siemens Integrity

Initiative will pro note lhe development of fan corn

petrtrve conditions over the next 15 years Thc initiative

finances NGOs worldwide that are committed to ethical

business practices arid the baths agiinst corruption In

the first funding round were supporting 11 projects ur

20 countries The beneficiaries include organization

like Brazils lnstitc io Ethos which is dedicated to ensur

ing the transparency of nfrastructure contract awards

connected with the 2014 World Cup arid the 2016 Olym

plc Games in Brazil In Er rope recipients of our support

also include the newly established International Anti

Corruption Academy inVierirma to which weve provided

funding for anti iruption research arid education and

for the training of anti corruption experts Funhen mnfor

matiorm on the Integrity Imutiative and the settlenicnt

with the World Bar specifying the establishment of the

Initiative is available in the Compliance port on page
35 of Part II of this Anirual Report

Creating fair markets co nplynng with legal mc gulations

and fighting corruption worldwide tins is only uric

part of what we understand by integrity For us envrror

mental protection health management occupational

safety and clear unambiguous requirements for suppli

ems arid partners are also vital

Ever since 1971 when we set up our environmental pro

tecuori office weve been expanding our worldwrdc en

vironmental management activities and idapting thmn

to ever changing requirements Gum own environmnentil

60
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program defines clear targets for improving our perfor

mance in the areas of CO2 emissions primary energy

district heating water waste and electrical power

further information on environmental stewardship at

Siemens is available in the combined managements

discussion and analysis on pages 68-71 of Part II of this

Annual Report

Environmental protection occupational safety and

health management are all covered in our Business Con

duct Guidelines whk provide the basis for our em

ployces behavior Here the guiding principle is to guar

ante the health md safety of our err ployees and

customers Were aware that some of our business ac

tivities harbor potential hazards for our people Thats

why weve established worldwide standards as well as

decentralized programs geared to concrete local risks

Adherence to clear principles of integrity we expect

this not only of our employees but also of our partners

and suppliers Our energy officiancy programs and sus

taIriability audits are just two examples of how were

ensuring conformity with these punciples binding

Code of Conduct for Siemens suppliers provides the

foundation for our partners integrity
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For over 160 years Siemens has stood for technological

achievement quality reliability and international focus

Coupling innovative concepts and visionary ideas with

tar sighted willingness to take business risks in the

interest of achieving enduring success our Company

founder made us strong And this mindset will continue

to define our organization in the future Values sustain

ability market leadership technology leadership and

financial clout thats what the Siemens brand em

bodies around the qlobe

As an integrated technology company were better

equipped than virtually any other enterprise in the

world to offer customers comprehensive range of

products solutions and services tailored to their spe

chic needs Our offerings encompass areas ranging

from energy industry and automation to healthcare To

maxImize the benefit were reaping from the dynamic

growth of cities and from infrasrructure investments

weve established new Sector Infrastructure Cities

Bundling our knowhow in sustainable urban infrastruc

tures this new unit will enable us to supply customers

with mdustryspecific products and solutions

Were intensifying our efforts to leverage synergies and

seize opportunities across our organizational borders

And number of valuable assets are working to our ad

vantage

Global gir

We maintain Regional Companies directly at our custom

ems lacations Our local employees represent Sremens ni

their countries maintaining contact to customers

across our Sectors This approach pays oft particularly

well in major projects such as airports hospitals and

sports stadiums which can be equipped with technolo

gies from different Siemens Sectors and Divisions

We see value creation as an integrated process
extend

ing from the supplier to the customer Our outstanding

network of suppliers ensures reliable delivery even un

der challenging circumstances

In chuology inn ninro 10

Our everyday activities underscore what it means to be

an integrated technology cornipariy At our Corporate

Technology Department for instance our employees

Oifl forces across Sectors to create tomorrows technoh

ogies today Throughout our organization were exploit

ing synergies to drive technological progress arid tech

nology transfer Everywhere at Siemens our people are

continually contributing to our success by exchanging

innovative ideas arid solutions

thin in

As findncially strong company in an outstanding comm

petitive position we can target our portfolio and invesh

ments specifically to attractive growth markets long

standing strength of Siemens our financial clout has

proven its worth even in economically difficult times
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Lnsunng continuous transfer of knowledge and expe
rience on all topics that affect Siemens as whole en

ables us to fully leverage the potential of our integrated

technology company Our set iice business is prime

example here Segments in wh ch were now expandmg

our service business are profiting from the outstanding

service culture already in place at other orgamzational

units For more information about how were driving our

service business see pages 51 53

iv p1 rid gw 11w

Our global workforco comprise highly qualified profes

sionais management team with internatioiiai expen

em and vs ry promising and talented individuals who

have numerous opportunities for development and ad

vancernint within our organization Our Siemens wide

training and education programs such as our cros

Sector management seminars exemphly the ways in

which were creating and cultivating synergies across

organizational units In addition our Siemens Leader

ship Framework helps us match our employees poten

tral to the requirements of lob openings across couro

ii iou Sectors and Divisionìs or further information

please see Lncourage lifelong learning and develop

mont on pages 57 58

OJI
JdtI on

of tuti

Lu systematically tap business potential on both new
and traditional markets weve organized our activitie

as of October lOll into four Sectors Lnergy Ilealtli

care Industry and Infrastru ture Cities

intns srg

Our Energy Sector is world leading supplier of wide

array of products solutions and services in the fit id

of energy technology In the drive to create sustain

able energy system electrica power will play key role

in the more efficient use of fossil resourcw arid renew

able snergies As electricity corinumptiori grows

does the systems complexitl fho energy chain is rap

idly becoming power matrix Our innovativc and efti

cient products are enabling customers to succeed in an

increasingly complex technological and econormc enivi

ronment particularly in the arc as of power generation

power transrriission and oil and gas production Werc

the worlds only mniufac tuner with knowhow product

and key components for the entire powei matrix

Our Energy Sector innovative produz ts maxi mae ef Ii

ciency and flexihthty and will be inaor facto in ship

mg the new age of electr city Fossil fuels will continic

to play dominant role in the lutuxe energy mix which

is why we re working hard to refine these techuoloqi is

paving the way for their continued long tei use

At the same time were Iurther boosting the ist of fec

tivenew of reriewables in order to ensuic that they

attain equal economic iruportaru in the energy rum

Power grids too will be vitally important in the new apt

of electricity lire biggest challenge here will be to hot tei

4b



manage fluctuating power supplies from renewable

energy sources Transmission networks that can effi

ciently transport large amounts if electricity across vast

distances to centers of consumption will increasingly be

the order of the day dense crossborder network will

make it possible to compensate for supply fluctuations

from renewables and engage in international electricity

trading

In the future Siemens Energy will address the rapid

ly changing global energy markets particularly in high

growth regions
while focusing on technologies that

maximize customer and environmental benefit With

some 82000 employees the Sector comprises six divi

sions Energy Service ossil Power Generation Oil Gas
Power Transmission Solar Hydro and Wind Power

Si mm hiare

Our Healthcare Sector is major singlesource supplier

of technology to the healthcare industry and trend

setter in medical imaging laboratory diagnostics

healthcare IT and hearing instruments The Sector of

fers products and solutions IoU the enthe healthcare

continuum from prevention rd early detection to di

agnosis treatment and follow up care By improving

clinical workflows arid tailoring them to variety of

clinical conditions were making healthcare faster beG

ter and more cost effective Our latest innovations show

just how closely weve geared our products and solu

tions to this strategy For example our Dimension EXL

200 system which integrates clinical chemistry and un

mnunaassay testing was developed specifically for rned

ical laboratories with low test volumes

In addition our economical imaging and therapy

systems such as the Multix Select DR digital Xray sys

tern are providing cnst effectivp cci ics tn digital radi

ography

And last but not least weve made maj or breakthrough

in medical imaging with our new Biograph mnMR the

worlds first whole body scanner to fully integrate niag

netic resonance imaging MET and positron emission

tomography PET in one system

Siemens Healthcare has sonic 51000 employees work

ing to provide innovative products and solutions in the

four Divisions Clinical Products Customer Solutions

Diagnostics and Imaging Therapy Systems

cn di

With the establishment of our fourth Sector lnfrastruc

tune Cities weve reorganized our Industry Sector to

intensify our focus on industrial customers Were now

strengthening our segmentvipecific business and scm

vice activities while further expanding our leading role

in industrial software In depth industry expertise tech

nologybased services and software for industrial pro

cesses are the levems were using to boost ow customnu

ems productivity efficiency and flexibility while driving

the future growth of our industry business

As of October 2011 weve reoriented our activities and

bundled our offerings to exploit all our opportunities in

the service business and in high growth markets like car

manufacturing mechanical engineering and chenricals
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In the manufacturing and processing industries alone

our addressable market volume worldwide is expected

to far exceed 200 billion by 2016 Average market

growth ii this period is projected to be around 5% year

To offset rising energy costs and meet stricter environ

mental requirements cornpa hes in these industries

want to steadily improve their productivity and efficien

cy in the area of energy consumption in particular

Other challenges include ever shorter development

times greater product complexity and related sub

stantial increase in data volumes in the development

process Its here that our seLmerlhspecific expertise

comes in Our innovative products and solutions are en

abling us to substantialty reduce our customers lime to

mm rket through software applications and automation

technology while cutting manufacturers energy and

wi stewatsr costs considerably

With about 103000 employees Siemens Industry corn

prises the Divisions Customer Services Drive Techno

logies and Industry Automation To meet the special

requirements of the plant construction business the

Metals Technologies Business Unit has been directly

aviignm to Scctor managiiwnt

Sn nor Infrast ii it

Our newly established Infrastructure Cities Sector

offers sustainable technologies such as intecrrated

mobility solutions rail vehicles building and security

systems power distribution equipment smart gm

applications md low ar .d rniedium voltage products

for urban centers arid other infrastructure markets

Particularly for investments in mnfmastruc une solutions

customers are looking for innovative energy efficient

and above all reliable so utions And were virtually un

paralleled as provider of sr ch solutions worldwide

in developing smergirig and industrialized ountries

alike

Combining existing kuowhow from our Industry arid

Fnengy Sectors and gearing it to the specific require

msnts of infrastructure markets arid uties were cx

tremely well positioned to be major player iii an ad

dressable market of 300 bill on

Worldwide we want to focus more mntens hy on ustoni

crc and markets which is why were biasing new trails

in sa%s rercFi nd dvlnpmrit enters ornpe

twice in which we bundle our expertise in urban infra

structure are making uportant contributions her

first cci iter is now being built in ondon see page 16

with two more under construction in Asia arid the

At these centers Siemens experts will work cii provid

irig new answers for ton ayh cities creating pioduc Fr

arid solutions tailored to tho needs of urban planners

and city administrators Lyon in times of tight public

budgets solutions like our mergy saving performance

20 15 11
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contracting are helping communities cut costs and miii

imize their environmental footprint while our toll sys

tenis ar generating new sources of income and reduc

ing congestion on city streets

We maintain direct contact with urban decisionmakers

via network of City Account Managers Cooperating

closely with all relevant business units these experts

assemble tailored products and solutions for our cus

turners They also contribute their knowhow to the fur

ther development of our urban portfolio Our reports on

London pages 149 Srngaporc pages 264S and Sªo

Paulo pages 62 81 illustrate how were putting this ap

proach into pracirce

For major infrastructure customers we have segmenh

specific sales structures that enable us to combine drn

velop and adapt our Sectors offerings to customer

needs Just as our City Account Managers serve custom

ers in the area of urban planning and development our

Key Account Managers provide professional support for

infrastrur tune customers including airport and port

operators rail companies data centers and providers of

loqistics nd pusMl sevices By offering cocnprelicaiu

sive range of integrated products solutions and servic

es tailored to their particular needs were tappin1g new

business potential for our customers and ourselves

With around 87000 employees worldwide our new

Infrastructure Cities Sector comprises the Divisions

Building Technologies Low and Medium Voltage MobiL

ity and Logistics Rail Systems and Srnar Grid
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Our Indu ry ctor off compl apt trum of produ rvr rid olutiori or ffr ent of Indus ry
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Our llealthcare Easter oCers customers sumnprehmirismve portfolio of mmdmcaI solotioms ac1o the value added 1ere ri DSrgrmoshrs

chain
rariqmrig

from medical mrriagirig to mrivitro diagnostics to iritervenliorial systems arid clinical mriformatiori

tr hriology systems all from single source Iri additiori the Sector provides technical mairiterranmce profes

sional arid orisultmrig rvicc arid together with Fiririricial Servic as firiaricirig to assist ustomers iri purchas

rig the Sectors products

uty

In general Equi lrivestnmcrils comprises equity stakes held by Siemens that are either accounted for by the Major investments

equity method at cost or as urrent available4or sale firiaricial assets arid which are riot allocated to Sector Nokia Siemens Networks By

Financial Serv ret Centrally iriariaged pu tfolio activities Siemens Real Estate SRE Corporate items or Corpo
BEH Bosch crrid Siemens

rate Treasury for strategic ressons Our main mriveslmerils within iquity Investments are our stake of approxi Hausqer4 GmbH

inately SOOT in Nokia Siemens Networks By NSN our 500% stake in BSH Bosch und Siemens Hausgerate

Gnu Fl REEl arid aur 49 0% stake ri trite
prise

Net vorks Ioldrngs By EN

Hr iancial Sei vices SEE is an mnitciriatmonal provider of financial olutions ar the buses ss to business area tIE

scmpports Sien ens as well as other comprni with particul ur focus on the Sectors of Industry Lnrqy anil

llealthcare SE manse irifr struc tcmre equipment rid orkimag capital and acts as an expert manager of Oman

ial risks within Si ns
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In fiscal 2011 the Supervisory Board performed the duties assigned to it by law the Siemens Articles

of Association and the Bylaws for the Supervisory Boaid We regularly advised the Managing Board

on the management of the Company and monitored the Managing Boards activities We were directly

involved in all major decisions regarding the Company In written and otal reports the Managing

Board regularly provided us with timely and comprehensive information on Company planning and

business operations as well as on the strategic development and current state of the Company Devia

tions from business plans were explained to us in detail The Managing Board coordinated with us the

Companys strategic orientation On the basis of reports submitted by the Managing Board we con

sidered in detail all business transactions of rnajoi significance to the Company rho proposals made

by the Managing Board were approved after detailed exarruriatiun and consultation Wi held total of

six regol meetings and two extraordinary meetings

In my capacity as Chairman of the Supervisory Board was in regular contact with the Managing

Board between Supervisory Board meetings aod was kept up to date on current developments in

the Companys business situation and on key business transactions At separate strategy meetings

discussed with the Managing Board the perspectives and future orientation of the Companys mdi

vidual businesses

Is the upirvi ory osrd unmilti as

rn ensure the officio viy of its work the Supervisory Board has total of six standing committees to

prepare the proposals for tire Supervisory Board as well as the issues to be dealt with at the Boards

plenary vitings Where legally permissible tire Supervisory Boards decision making powers are

also delegated to these committees The chairmen of the committees report to the Supervisory Board

on the ccinmittees work at the subsequent Board meetings The composition of the individual Super

visory Board comrnrittees and the number of committee meetings aird dec isions are shown on pages

268269 of Part Il of this Annual Report

Tire ii or it met seven times in fiscal 2011 It also voted on two proposals using

notional or written voting process Between meetings discussed topics of particular iinportani to

the Company with the members of the Chairmans Committee The oinmmttee dealt with corporate

governance related niatters including the Declaration of Conformity with tire German Corporate

Goverrra ice Code with the preparation of decisions concerning Managing Board compensation with

the assumption by Managing Board members of positions in other companies and with variety of

peisonnel related topics

fhe ivi rt omon itt was not required to nreet in fiscal 2011 The ii Ii cii

it mnret four titrres Tire focuses of its meetings included the further deveiopnrent of the

Companys mediunr term strategy the establishment of the Infrastructure Cities Sector and the

approval of Company irwesinirerri projects he Coirmmittoe also voted on six proposals using tire

notation il voting pm ess
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the itt ir met eight times In the presence of lh independent auditors Si esident

and Chief Ex cutive Officer the Ci ref Financial Officer and the Geneial Counsel the Comm ttee

chscucsed the financia statements and the combi red managements discussion and analysis br

Sit nrens AU arid Siemens worldwide the proposal for the appropriation of nit meonme and the Aiim ial

Report Forir 20 br the US Securities and Lxchange ommission Ski in addition the udit

Committee made recommendation to the Supervisory Board regarding the Superviso .y Boards

proposal to the Annual Shareholders Meeting concerning the election of the independent auditors

Th Audit Committee also gave in depth consideration ti the ippointinent of the mdi endent audi

tore for fiscal 2011 to monitoring the auditors independc nec and qualifications as well as the addr

tionral services they perform to determining their fee rod to the audit reviews of the Companys

quarteily reports and the half year financial report in addition the Audit Committee dealt with the

Companys finan ial reporting proi me and risk management system and with the eff tivenes

resources and findings of the internal audit as well as with reports concerning potential and pending

legal dispute The Audit Committee also focused on Coirrpany compliance evith the provision of

Section 404 of the Sarbanes Oxley Act SOA and on the internal audit of the effer tiverress of anti

coiruption measures In addition separate meetings were held with the independent auditors

the cii met tour tones iii fiscal 2011 At its meetings winch weie gener ly

attended by Dr Theodoi Wargcl iii irs capacity as Monitor the Committee disc ussed pro racily the

quarterly reports submitted by the Chief Compliairce Officer and/or the Chief Counsel Compliance

na cling cry ci

Regular topics of discussion at the Supervrsoiy Boards plenary meetings weic revenue pro/it and

mpioymrnt development at Siem irs AG at the Sectors arid at Siemens worldwide as well is the

Compaoys financial position and its maior investment and divestnrent projects he Managing Board

reported to us regulasly and oinprehensively on Company phnnmng arid on the Compa ry str nteg

evobopincnt business operations and current rtuation

At our meeting on November 10 2010 we discussed the key tinanciai hgurcs for fiscal 2010 and

approved the budget for 2011 We also determined the coiriperisation of Marraging Boaid mc others for

seal 20111 on the basis of their ac hiiveomenr of perfnror co nelstsd targets the appro4niatenmr cf

thi compensation was confirmed by an independent compensation consultant

At our moeeooq on tlecenrber 2010 we primarily discussed the financial statements ii id the

combined managerrrent discussion arid analysis for SreminsAO acid Siemens wonidu do as of

Sc ptembem 10 2010 as well is the genda fec the Annual Shareholders Meeting err January 25 2011

Wr also srussed the Annual Repc rt for 2010 in particular the Corporate Governance report

mncbnded toeiein and ir tablished tire targets for Managing Board compensation in final 2011

ic

tOg



At an extraordinary meeting on December 14 2010 we discussed the future at Siemens IT Solutions

and Servo as and approved the tiansfer of this business to Atos AtoS

At our mmting on January 24 2011 the Managing 803rd reported on the Companys business and

financial position toll wing the conclusion of the first quarter At this meeting we also approved

Increasing the stake in Siemens Limited India to /5%

At an extraordinary meeting on March 28 2011 we considered the further development of the

Company organization We approved the preparation of public listing far the OSRAM Division

well as the eatabliluiient of the InfistructuLe Cities Sector and the resulting changes ir the

assignment of Managing Board responsibilities and in the Bylaws for the Managing Board We also

approved Wolfgang Dehens resignation from the Managing Board as of March 31 2011 prior to

the exprrtioei of his appointm ant In addition wr appointed Roland Busch Klaus Helmrich md

Michael Soil to the Managing Board effective April 1011 Roland Busch was appointed CEO of

the Infrastructure cities Sector Michael SOIl was appointed CEO of the Eneigy Sector and Klaus

Helmrich was appointed Head of the Corporate Technology Department

At our meeting on May 32011 the Managing Board reported on the Companys hunness and finan

cial pasiti in following the conclusion of the second quarter of fiscal 2011 At this meeting we also

discussed the setup of the new Infrastructure Cities Sector the Companys sustainability concept

arid topics related to employee diversity In addition we approved the adjustment of one aspect of

the system of Managing Board compensation

At our meeting on July 27 1011 we discussed thc Companys business and financial position follow

ing the conclusion of the third quarter We appioved regulation regarding the age limit stipulated

in the sample employment contract for Managing Board members and governing the extension

of Manag ng Board appointments We also approved five year extension of the appointment of

Peter Ldsc her as lull member of the Managing Board and as President and Chief Executive Officer

arid five year extension of the appointments of Siegfried Russwurm and Peter Solmssen as lull

members of the Managing Board effective April 2011 At this meeting we also discussed the

decision of the arbitral tribunal in the proceedings betweenAreva SA acid Siemens as wr 11 as the

economic development of the Companys Equity Investments segment Finally we commissioned

an independcnt exte nal compensation consultant to review the appropriateness of Managing Board

compensation for fiscal 2011

At our mcetmng on September 21 2011 the Managing Board provided us with an overview of the

current state of the Company The industry Sector also reported on the situation in its business

In ddition WE discussed the Companys business activities in the emerging countries arid cmployee

divemsity at the Company and received report on supply chain rnanagemcnt at Siemens Finally we

reviewed the efficicm of the Supervisory Boards work

173
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he Supervisory Board concerned itself with the provisions of the German Corporate Governanc

ode Inform stion on corporate governance at the ompany and detailed report on the level nrl

51 iuctuio of the compensation id to the members of the Supervhory and Managing Boards is pio

vided on pages 25 10 and 36 49 of Part of this Annual Hepoit At their meetings on Septembex

and 21 p011 the Managing and Supervisory hoards approve the issuance of teclai sOon of Confor

niity puisu im to Section 161 of tl German Stock Coiporation Act Aktiengesetz stating that the

Company has omplied with all the recommendations of the German Corporate Governance Code

since the issuanr of the Declara ion of Conformity of December 2010 that it now implies with

those recommendations and that it will continue to tornply with them in the futumo with tho sole

exception that the urrerit compensation rubs for the Supeivisory Board do not stipulate perfor

mnant related compensation cot sporient his Declai ati on of Conformity has been marIe availahl

to shari holders on the Company website

taD di cusie tO mar rid tar cit

Ernst Young GmbH Wirtschaftsprufungsgesellschaft audited the Annual irianciai Statements of

Sicinens AG the Consolidated usancial Statement of Siemens woildwide and the combmorl man

agemenCs discussion and analys foc Siemens AG and Siemens worldwide for the fiscal year ended

September 10 2011 in accordance with the requirements oft he German Commercial Code 11GB intl

approved them without reservation the Annual Financial Statements of Siemens AG and the cocci

bined managements discussion and analysis for Siemens AG and Siemens worldnide were preparerl

in at cor lance with the requirements of German commercial law The Consolidated Cnancial State

ments of Siemens wosldwide we it prepared in at cnrclance with the lute mnanon ill maui tal Repotting

Standaids II R$ as these me to ho applied in the European Union and with the cc qunonment of

German comm mrcmal law pursuir to Section liSa paragraph of the UGh lhe audit oniducled by

the independent auditors complied with the generally ace epted German standards fom the audit of

linsncial statements pmumnulgated by the Institut der Wirtschaftsprufem 1GW and with the In ecna

tional andards on Auditing ISA The above mentioned documents as well as the Managing Boai ds

pioposal for the appropriation of net income were subimtted to us by the Managing Board in titritly

manner The Audit ommnittee dimcussed these dot ument in dctail at its meetings on November

aid 29 Oi

audit eports prepared by Sir St Youug GmbH Wirtschaftsprtifungsgesellscliaft were distributed

to all members of the Super\dsory Board and omnpcehensively reviewed at our meeting on November

201 tin the pmesonce of the independent auditors who reported on the main findings of then

audit The independent auditors ilso reported that there were no major weaknesses in the Compa

nys internal audit or risk management systems At this meeting the Managing Board explained the

lmnantmal statements of Siennc is AG and Siemens worldwidc as well as the rmmp my risk oiaicaqc

inient system lhe independent auditors also discus nd the scope focal points snd ccmts of tIme audit

Id yl



We concui with the results of the audit Following the definitive findings of the examination by

the Audit ommittee and our own examinatlan we have no ober tions In view of our approval the

financial statements prepared by the Managing Board are accepted as submitted We endorse the

Managing Boards proposal that the net income available for dastribution be used to pay out dividend

of 300 per share entitled to dividend and that the amount of net income alt ibutable to shares

stock not entitled to ret emve dividend for fiscal 2011 be carried fomward

nqi poetm ll
LI

cm Mr

Fffective March 31 2011 Wolfgang Dehen resigned from the Managing Board with Supervisoiy

Board approval The SupervisnryBoard appointed Roland Busch Klaus Helmrich and Michiel SUB

full members of the Managing Board effective April 2011 Roland Busch was appointed El of

the Infrastructure Cmtmes Sector Michael SOB was appointed CEO of the Energy Sector and Klaus

Helmrmch was appointed Head of the Corporate Technology Department

The Supervisory Boaid would like to thank the members of the Managing Board as well as the

employees and employee repiesentatives of all Siemens companies for their work Together they

helped in ike fiscal 2011 another very successf ul year for Siemens

For the Supervisory Board

Dr Gerha cl romme

Chairmam

Beiliri anti Munich November 30 7011
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As technology paitner we leverage our power of innovation to turn stIuctui al challenges into oppor

tunities As an entrepreneuxial paitner to businesses governments and the general public we pursue

excellence ensure stability and generate sustainable profitable growth As an ambitious partner of

unflagging determination were inspired by the challenges we face As responsible partner imbued

with true team spirit we provide valuable support to decision makers worldwide Were partner of

trust for our shareholders customers suppliers and employees as well as for the business community

the public sector and society as whole And this trust pays off as fiscal 2011 has shown

Do por ng sf
nt lone ratio ut stmnc OJ or toni

Even in uncertain times forward looking financial strategy gives us the rosources we reed ro

continue Investing iii the future In fiscal 2011 we spent billion or5 3% of our total revenue

from continuing operations on research arid development activities This investment coupled with

the efforts of y800 RD employees at 150 Siemens research centems around the globe has made

us world leader in the patent statistics In patent applications were No in Europe and No in

Germany In patents granted weve advanced to No mn the

to be pioneer of our time were making this vision reality with trailblazing innovations For exam

plc our new Iiiograph rnIvIR the worlds first wholebody scanner to fully integrate magnetic reso

nance im ging MRI and positron emission tomography PET in single system marks inajom

breakthrough in medical imaging The scanner enables clinicians to simultaneocisly display omgart

position function and metabolic activity in single image Opening up new honisons in diagnostic

arid theiapeutic the Biograph rnMRwill be an important weapon in the vile against diseases like

cancer arid dementia

Dun fotally Integrated Automation Portal is another grouuclbmeakmg accomplishment An investment

in the future of cndus ry automation the poital makes it possible to design planning and production

processes along the entire value chain front single user interface Gm inclustmy customers benefit

from enhar ced elficic ncy increased prodcicttvity arid new competitive advantages

Customers in the energy held ate also profiting front our power of innovation For example weve

develupeu new yeuemetion of wind turbines Due to their gearless drives and low weight the six

megawatt turbines not only outperform their conventional counterparts theyre also easier to macit

tam and cheaper to operate Deployed in offshore wind farms the systems will make wind power

niore ecor omical and renewable energies more comnpetmtmvc

Our innov ml we solutions for electric mobility are closely tied to our activities in the energy held

As systems partner were forging links between the car and energy industries For instance were

helpingvclvo dovelop electmmc drives technology charging systems and control electronics for its

new ClO model At the end of 2012 well start testing our own fleet of up to 200 electric vehmc Irs on

city streets yet another milestone on the road to integrated electmic mobility

As pione we know we havr to gertcratc the firm iimciil resources day tl at well nec to create the

innovations of tomorrow For iii pionoeming spirit and enmreprem outmal
spirit go handinhtnd Weal tO

know that success mequimes lonj term conimnitment and the courage tot ike calculated risks

iii sac
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As fiscal 2011 shower the time has not yet come for our highly innovative particle the apy projects

Well also have to gear our solar activities more closely to the market And we haven yet malried the

full potential of our medical diagnostics businesu But challenges spur us on to ever greater an ow

plishnients And were proud that true to this maxim weve been achieving business success and

helping master the major challenges of our day for 16 years

Our latest efforts have also been source of pride You may have seen the press reports about our new

gas turbines In combined cycle operation at the Irsching power plant in southern Germany the

turbines made technology history in fiscal 2011 by reaching an efffciency of 6075/a at an output cii

578 meoawatts ihe power produced by the trsching plant is sufltctent to meet the electricity needs

of Berlir city cii 34 million

Were also proud of our Environmental Portfolio Generatinq revenue of 629 billi on in fiscal 2011 it

was once again one of the worlds most successful green portfolios and growth driver tom our busi

ness ll the end of fiscal 2011 our ecofriendly te hnologies had enabled customers to cut theu green

house gas eniissiore by shout 11 million toils an aniou it equal to the total ai nual Ct2 cmissio ir

of Berlin Dcliii Istanbul Hong Kong New York Sinqapoie and rokyo

Our anking in the prestigious Dow lone Sustairiahihty Indexes is an example of the iecognrtioni weve

received for our commitment to sustainable technologies In fiscal 2011 we again oun.cored ow toy

competitois to capture first place in the Diversihed Industries sector

those achievenierits make one thing clean our investments and the trust in our powc not innovation

are paying off as our busineso nccess attests

nitmef
ni on ii ire cc tibilit

Despite the economic uncertainties we made excellent progress in our drive to genei ate sustainable

profitable growth in inc al 2017 At roughly 74 billion revenue for the year was 74 above the level

achieve diii fiscal 2010 New order rose 16% to about 86 billion Our order hacking was slightly incire

than billion new record billion rotal Sectors profit was 36% above the pnmonyear level

Aid ncomc from ontiroing operations was 47 billion 555 urr se yesroven ye ir

ln fisca 0l1 we won the largest single order in our history commission to build op to 100 new

1mg diatance trains in Germany for railway operator Deutsche Bahn Wed pmviotisly signed contract

to aupply Eorostar with ten new trains for its rail lurk between London arid the Euiopcan contmnnt

We also ter erved major orders in the area of rerrewatile energies from cristorriers inc ountric soc baa

Denrn irk the UK Biaxml arid the while in China the worlds laigest wind power marke we

landed our fir order for an offshioie wmd park

these successes prove that wi en it comes to lam ge scale projects trust or our experience reliability

md expertic is worldwide llie also lxow that as responsible global partner were ouipai irig

coinpe items everywherc
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Were on couise with One Siemens our target system for driving sustamable company development

The One Siemens framework comprises metrics for revenue growth capital efficiency and profitability

as well as the optimization of our capital structure And the results of the first year have been graD

lying One Siemens has enabled us to make good progress toward achieving our ambitious goals hi all

these aresa

Despite the difficult market environment Siemens stock performed relatively well in fiscal 2011

Although our share price declined year aver year we outperformed the DAX Germanys leading stock

index

We want mu our shareholders to henefit from our success in the format another substantially

increased dividend Thats why the Supervisory Board and Managing Board will propose to the Annual

Shareholders Meeting in January 2012 dividend of 300 for every share entitled to dividend an

increase of 11% over the previous year this corresponds to payout ratio of 41% With this proposal

were contirunng our tradition of attractive dividend payments

Due to ongoing market
volatility weve decided to postpone the IPO of our OSItAM subsidiary until

conditions sic more favorable However we still intend to publicly list the business and planning is

continuing Independence will provide our lighting artivities with the capital and flexibility they need

to sucreed in fast changing market

Our ambrt ou target Revenue of 100 bdhon

The econo nrc environment will remain challenging even beyond the current fiscal year also for

Siemens conoinies governments and societies still have long way to go To drive giowth and

competitiveness well all have to loin forces Siemens is moving forward with optimism and self com

fidence the future holds major opportunities for growth and we intend to seize them In paiticular

we plan to generate revenue of over 4100 billion in the medium term Strategic plarming at our busi

ness units indicates that this goal is mealisuc despite the macroeconomic environment in many parts

of the wes em world Why Because we know that some regions are less impacted by risks than 0th

era This is clearly the ase in Europe for example where Germany is leading the way as well as in the

eiergbg canal rca whee the eouuinic buoiii is cu itiuuing Witl uuz lung ti rim ylutmal presence and

widely scc aimed cust mer proximity were benefiting from this giowth worldwide

Our l00billion goal also takes account of sectoral differences For the real economy which is consid

cm ably more stable than the financial sector experts continue to forecast moderate growth lheies

no global crisis in the teal economy On the contrary derriand for real products arid solutions will

continue tim rise in tho current business environment

Recent events like the dovastating earthquake in Japan are greatly intensifying the demand for

sustainable infrastructures Fukushima has made the residual risk of nuclear power clear to everyone

arid affimnud our decision to tullywithdrmw train iDe nurlcrir powci hnsiiie im rnnvrncerl that

eJ in it rttat
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fukushbna will strengthen worldwide resolve to create new age of energy an cii in whir wel not

only meet our energy needs but so conserve natural resoun es protect our climate raise living an

rds and keep costs at competitive levels

The transition to ibis new age of eneigy is Germanys project of the century hugely challenging

cost misrisive project replete with risks and rewards Managed orreetly this endeevor also harbor

outstanding opportunities for Gemmanys innovative xport led economy With rigorous monitoring

intensive vigilance and the right milestones the energy transition will boost long terni sloe creation

by German Industry and serve the worlds growing demand for gri en product

And were ideally positioned to meet lbs demand As an integrated technology comp ny we offer

customers around the globe virtually unparalleled portfolio of sustainable technologies Wi om ii

new four Sector setup were also poised Sir exploit nrw business opportunities in cities Urba areas

are major growth market Home to more than half the worlds seven billion people ties are now

lam
irig

enori ions challenqi that are increasing woildwide demand for investment in advanced ir fm

structure solutio is Our addressable market for orb in solutions nowtotals sonic 100 billion ayesr

Fri systematically lrveraqe this potential were blazing new trails For example were establishing

number of urban sustarnability renters to bundle our expertise ins infrastructure for metropolitan

areas arid develop new products and solutions tailored to the needs of mono ipal plar ners and admin

mm trators Our first renter the ry al will open its doors in lonsdor in the sumirier of 2012

Our tirsincial servin offerings are annthr of our strengths In tinres of tight public budgets innova

live financing models can help en costs Im example urban toll systems can provide ities with

sdrlitinrral souice of income Arid now that lrrianicmal Services our inhouse fmanciriq omovidi has

acquued banking license were very well prepared to mrret the growing demand for new firancing

solutions and partnerships paiticularly in the area of lamg scale project implenienta on

Our 101 billion target is an anibitious goal Sonic people say weve sit the barton high But we say its

an ambitious goal for an ambitious conipany Eon 164 years weve been using to the challenges of our

tune and developing solutions that foster the proqmes arid prosperity of the commuri ties of whirls

were

it II
If

it rd
Our succeec is madr possible by the outstanding commitment of some 160000 Smemrncns employers

worldwide With their energy anrl detemnunatmorm then solutions orientation their en.trepienruiial

daring and their oncerinq spirit theyve 1mm Iped make fiscal 2011 successful year for Siemens

For this contribution they dc rye our 5mm crc thanks and our ongoing support

lhanks to on employees expent se weme increasing the po vem of Siemens In fiscal 20th wr him

nriore than IOhO new employees of whom roughly 000 are in Germ my We also nves Let 251

nrullo in employee training In Germ my alrme we om mittmd I/I mullion to the erhus aliens of mbou

10000 young ople Arid we sin pmovudi 250 ti uming positrons for dissdv irit mgi
ml yontli

oyi

i2
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In this pe rod of cconormc turbulence were strengthening the values on which our corporate culture

cc sts Our top score for compliance in the 2011 Dow Jones Sustainahility Indexes is just one sign that

were on the right track As our recent actions in Brazil and lthwart testily we have no tolerance tot

compliance violations Clean business everywhere and at all times this is and will remain the clear

and unanthiguous requirement for our employees and managers

Whats more were intensively fostering employee collaboration and team spirit We want to be

model of global cooperation across all our business umtr and regions Here too our new organiza

uonal setup is helping us Were one Siemens Were one team Everywhere in the world

In art environment uncertainty were doing everything in our power to he an innov stive excellent

and responsible partner partner of trust to our employees customers arid shareholders as well

as to govom nnments arid society as whole

In economically difficult times one tiring is clear to exploit business opportunities and win market

share despite the unknowns you have to create real value act sustainably arid providi reliable

support for your partners Growth is possible And were excellently positioned to achieve it thanks

to our innovative p0 ttolio our multi local anchoring our strong roots its our home market and last

but not le st the responsible behavior of our employees and the stability of our businesses

Peter dscher

President arid CEO of Siemens AG
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Reflecting cc onoinic developmen the stock market environ

flout WaS character ited by continuously im ieactng prices

dcii iuj the list ihiee months of fifi al 2011 October 201010

ecember 31 2010 In the munth that followed thc positive

Pr CO development conttinued abide from fcw ininot set

backs At the beginning of August 2011 thc worst stock mar

cnsn since 987 ens ed woo both the flAX 30 nd
Siemens char pITt declbn

rig
in OR than 301 Ilic market

long teitn onpansen il1ustr es the strength oF tI

Sieneu uS ylleun the ass1s an investor who acquirt
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ug

of list at 20 17
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subsequently rccoverd sltwly from the dcuwntunri but prom

did not completely ieturn to earlier levels

Siemens stock performed elatively well in this market envi

ronmcnt closing at 68 12 pci share oii SeE lenibez 30 2011

For shareholders who reinvested their dividends this amount

ed to lois of 9.5% fiscal 1011 gin of 25 4% compared to

the doting price ycer eacliei The Sicinemis sham pci fnrnird

somewhat better than the leading index of the Getmari ootk

market the flAX 30 which depreciated It 7% bt reman eul

behind the leading intemnatiotial index MOt World wt
declined 4%
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and reinvested the dividends in additional Siemens shares

would have increased to 1119 by the end of fiscal 2011 Ibis

annual return of 3% is clearly above the corresponding re

suits for the DAn 30 loss of 17% and MSCI World loss of

1.7% Ihe strength of the Siemens share becomes even more

apparent when the comparison is extended to include the last

ten years the assets of an investor who purchased Siemens

stock woith 41000 at the beginning of fiscal 2002 and rein

vested the dividends in additional Siemens shares would have

increased to 42020 by the end of scal 2011 This annual re

turn of 7.3% even more clearly outperformed the DAX 30 2.5%

arid MSCI World 7%

Pr ci ci dIVIdE lid hf if

At the Annual Shareholders Meet nip the mnaginq Board

and the Supervisory Board will propose dividend payment of

43 00 an increase of 0.10 per share lifter the very large divi

d1od increase in fiscal 7010 this proposal ref edt oum earn

2nt

t2i

ings position in fiscal 2011 and is in strict accordance with our

payout policy Representing payout ratio of 41% this proposal

continues our tradition of paying attractive dividends to our

investors

A43 hir hIierStru tit

With some 739000 shareholders Siemens AU is one of she

worlds largest publicly owned companies An analysis of our

shireholder structure conducted in August 2011 showed that

shaieholders in Germany hold the largest percentage of our

share capital about 30% of all outstanding shares Sharehold

err in the U.S hold roughly 18% and shareholders in the

around 11% while investors in Switzerland and France hold

8% and 7% respectively

Some 6300 of Siemens outstanding shares are currently held

by institutional investors about 10% by private
shareholders

and arni md 6% by members of the Siemens family

in
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We take our responsibility to maintain an intensive dialogue

with the capital market very seriously Cultivating close on

tarts wit our shaieholders we keep them informed of all ma

or developments thioughout Siemens

As part of our investor lauons work we provide information

on thr Companys development ii quarterly semiannual and

annual rep rrts Our CEO and Cl also maintain close contact

with investors through roadshows and conferences In addi

tion Siemens holds Sector Capitr Market Oays at which the

manaqenient of our Sei tors inform investors and analysts

about the Set tors business stiateqies and market environ

ments In reeogmtion of tire growing importance of liii

emerging markets we hold tb Ii st Capitil Maiket Day

Fuierijing Markets in Shanghai in fiscal 2011

We also provide oxtr nsive information online Quarterly

emiamru and annual reports analyst prcscntatio pieo

ide vies our financial cilendat fin the urrcnt year ste

rofit hhab bog ulturc

ip ir OIl mi

Siemens has set itself tire ooal of more intensively fosti rinj

profit sharing cultu at tie Compar arid mc orraging em

ployees to become mhaIeholders thats why we offer ummu
share based payment progmains to our emoloyoes In fiscal

2011 4414297 Siemens shames were issued to service the

programs namely tire Stock Awards ptogram tire Share

Matching Program including the Base Share Program the

Shine Matching Plan and the Monthly Investment Plan and

tire Jubilee Program Non vested md outstanding grants on

der thi various plans will rasult in additional share isuancc

to employees in the future Cot furtl em tnfor nation on shaie

based payruent see

on pag 237 A1 of Part II of this Annual Rn port

Out tonupariy wide Share Ownership Guidelines specify Ii ii

the members of the Manactuig hoard mmmd roughly 550 senior

executives must hold an mt crest in Cierriens equal in value to

between 50% rid 300 Ia of their base conrpemmsatior or the po

rind in which they old office Co furthem mlonni ition on oum

empluyee shaie pimp uris see

on pages 237 241 of fart 11 of his Report

Ii
on ge of Part II of thu Anrrui
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ood orporate governance itht basis for our decL

ion in iking and control pr cc iie and .ompri is
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Siemens AG fully complies with the recommendations of the

German Corporate Governance Core Code in the version of

May 16 2010 with the following ringle exception The cur

rently applicable rules for the compensation of the Superviso

ry Board of Siemens AG which were resolved by the Annual

Shareholders Meeting on January /5 1011 and which are set

forth in the Axticles of Association contain
contrary to the

provisions of ctron 5.4 para sentence of the Code no

porformancerelated compensation components

The Manaqinq Board and the Supervisory Board Siemens

AG respectively discussed compliance with the Codes icc

ommendations Based on these deliberations the Boards ap
proved an interim update of the Ge fiaration of Conformity as

of December 2010 and the annual Declaration of Conformity
as of Gctober 2011 Both documer ts are posted on our web
site The current 1eclaration of Conformity can be found on

page 31 It will continue to be updated as necessary

Siemens
voluntaiily complies with the Codes nomvbinding

suggest ions with the following exceptions

Due to toe fact that the Supervisory Board compensation
has been changed so that it now consists exclusively of

fixed compensation the suggestion in Section 5.4 pars
sentence of the Code which provides that the perfor

niancerelated compensation of the members of the Super

visory Board should also contain components based on the

long term performance of the enterprise can rio longer be

followed

In fiscal 2011 the Supervisory Board decided to appomt So
land Busch Klaus Uelrnrich arid Michael 500 to the Manag
mug Board each for term of five years and therefore to no

longer follow the suggestion set st in Section 51.2 pare

sentence of the Code according to which the maximum
possible appointment period of five years should riot be the

rule for firsttinme appointments to Managing Board

Our biting on the New York Stock Exchange NYSE subjects

us to number of provisions under securities laws in
cli rding the Sarbanes Oxley Act GA as well as to the rules

and regulations of the Securitie and Exchange Commis
iron SEC and he NYSE To facilitate our compliance with
the BOA we have aniong other things Disrlorure Commit
tee comprising the heads of our Corporate Units This corn

nittce is mspoirsrlilu for reviewing certain iman ial and on
financial information and idvising our magin Board in its

decisronmaking about disclosure Vie also 1mm procedures
in place that mu qurre the

rnanagemrrt of our Sectors Divi

sbus Financial Services Cros Sector Sorvicc Regional

Clusters and certain Corporate Units su ported by ceirifica

tions of management of entities under their responsibility to

certify various matters thereby providing basis for our CEO
and CEO to certify our financial statements to tIre SEf Con

sistent with the requirements of the BOA we have irnple

mented procedures for handling arcountinq complaints and

Code of Ethics for Financial Matters which was last updat
ed inlOlO

B11 \/1l 1tJ511 11 id

Ofl rol St Ut 101

Bi1i SUPERVISORY BOARD
As German stock corporation Siemens AG is subject to Ger

man corporate law It has two tier board structure consist

ing of Managing Board and Supervisory Board As required

by the German Codeteninination Act Mitbestimrnungsgesetz

MrtbestG the Companys shareholders and its enployeos
each select onmhalf of the Supervisory Boards members Ihe

term of office of the current members of the Supervisory

Board expires at the close of the Annual Shareholders Meet

inginloll

In fiscal 2010 tire Supervisory Board approved the ollowing

goals regarding its composition pursuant to Section of

the Code

The composition of the Supervisory Board of Siemens AG
shall he such that qualified control and advising for the

Managing Board is ensured The candidates proposed for

election to the Supervisory Board shall have the expertise

skills and professional experience necuy to carry oui

the functions of Supervisory Board menruber in multin

tional company and to safeguard the reputation of Siemens

in public In paitirular care shall be taken in regard to the

personality integrity commitment professionalism arid in

dependence of the individuals pxoposed for election The

goal is to ensure that in the Supervisory Board as whole
all know how and experience is available that is considered

essential or view of Siemens activities

Taking the Companys international orientation into ac

count care shall also be taken to ensure that the Supervise

ry Board has an adequate number of members with exten

sive rim mnsiional experience fho goal for the nret Super

visory Bond election in 2013 is to make sure that the pres

emit considerable share of Supervisory Board members with

internatrorrrl background is maintained

.u mS3
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In its election proposals the Supervisory Board shall also

pay particular attention to the appropriate participation of

women Qualified women shall already be included its the

initial process
of selecting potential candidates foi new

elections or for the filling
of irptrvrsory

Board positron

that hove become vacant and shall be considered as appru

priate icr nominations There are currently four women on

our Supervisory Board Our goal is at the minimom to

maintain if possible to increase this number at the next

Supervisory
Board election ni 2013 It is also intended that

wenra ion the Nonirnaticig mirnrttee followiriq this Su

pervisory Board election

sufficient nomtier of independent members shall belong

to the Supervisory Board Material and not only temporary

conflicts of interest such as organizational func lions or ad

visory capacities with major competitors of the Company

shall be avoided In addition the Supervisory Board rucnv

bris hall have suftic ient tone to be able to vote the nec

wary regularity arid diligence to their mandate

the age limitation established in the Bylaws for the Sopcr

visory Board will be taken into consideration In addition

no more than two former members of the Managing Board

of Siemens AG shall belong to no si.ipeivisory Board

lii hcl 2011 the oinposition of tire Supervisory Board did

riot clraflgt

Accordi sg tc the Bylaws for the Supervisory Bo ird the shaaie

holder representatives on the Supervisory
Board must be in

dependent Some Supervisory hoard members hold or held in

trio pas year high ranking positroxis at other companies with

wine Ii Siensens does boOne se nevertheless transactions he

tweeri Siemens arid such companies are carried out on an

eross length basis We believe that these dealings do not

compronuse the independence of the relevant Supervisory

Board members

Tin Supervisory Board oversees arid ddvises the Managing

Board sits management of the Companys business At regu

tar intervals it discusses business development planning

strategy arid onplenientation It reviews the Annual Financ fat

Statements of Siemens AG the Consolidated Financial State

irieuts of Siemens worldwide insnagernent disco rsion and

inalysu of these financial statements and the proposal for tire

ippropriatioii
of net income It also discusses Sieiriens guam

erly and half yearly reports and approves the Annual rsaii

rat State inci1ts of Siemr us AC as well as the Consolidated Ci

nanci Statements of Siennei womldwide taking redo as

count both the audit ieports issued by the indepeic dent ar di

lors theteon and the results of the review condocteil by the

Audit Committee In additio the Supervisory Boaid concerm

itself with the tom ariys dhe ence to statutory piovisions

of fir sal regul itions and inter nal Company policies coiripi

altec Furthermore the Supervisory Board appoints the morn

bers of the Managi rig Board and dot ermines each rncmber

duties Iniportant Managing Bosrd decismoos sods as in rjor

acquisitions divestmneuts arid hnanciai nieasures region

Supervisory Board approval unless the Bylaws fom tire euper

visory Board specify that such authonty is delegated to the Ii

nance and Investment Committee of the Sopervi ory Board

In the Bylaws for the Managing Board the Supervisory Board

has established rules that govemn the work of the Managing

Board in particular the allocation of ditties among individual

Managing Board in embers matters reserved for he Mariig

mg Board as whole arid the required mnmaomity for Managing

Board decisions

the Supervisory Board currently has six committee wnoae

durties responsibilities amid pmocedures
full ill the mmqcir

nients of the German Stock Coi poration Act arid the CoO mc

flew applicable SOA os3uireniellts and incnrpOiate applicable

NYSE rules as welt as certain NYSE rules wills which Sienim

AG complies voluntarily Each committees chairperson mo

vides the Supervisory Board with regular reports regarding

the activities of the relevant consrnitte

The sirs is itt comprises the Charrrirani and

Oeputy Chairmen LI the Supervisory floard as well as uric or

ther employee representative to be elected by this Supervic iy

Board and performs the collective tasks of nominating

compensation and corporate governance coirirnittee to lie

extent that such tasks arc riot pertortnn by the Nomnrrmstrrsg

Committee or Gemnrsn law requires sucn tasks mo or

formed by the Sup ivisoiy Boird cmi full session In particular

the Chairmans Committee makes proposals regarding thi

pomntnrsent and dismissal of Managing Board menish Iwo

dle contracts wrti members cml the Managing Board piep ios

the deteiminatroni of the Managing Board oumpenssation arid

the review of the Minacing Board compensation systt ins at

the Supervisory Boards plenary board mertirlgs In piepirmncl

recommendations on the sppomnimnerrt of Managing Be aid

members the Chairmans Comnnsittee takes into ac count

candidates pint sionsal qualifications mnteroatrcnial mm

em and ie adamshp quihiti 5mg range plans for sun

cession as well as diversity and the composition of ci Man

aging Board meqarduig an appropriate
consideration wo
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en Chairmans Committee is esponsible for revnwrng

the Companys corporate governance guidelines submits ren

ommendations for their improvement and prepares the reso

lution regarding the Declaration of onformity with the Code

by the Supervisory Board Furthermore the Chairmans Corn

mittee submits recommendations regarding the composition

of Supervisory Board committees to the SupervIsory Board

arid riecides whether to approve isiness transactions with

Managing Boaid members and parties related to them

The itt comprises the Chairman of the Super

visory Board two of the Supervisory Boards shareholder iep

resentatives and three of the Suprmvisory Boards employee

representatives Under German law the Audit Committee

must include at least one independent member of the Super

visory Boaid who has knowledge ard experience in the appli

cation of recounting pririciples or the auditing of financial

statements the Chairman of the Audit Committee Hans

Michael Gaul satisfies these German statutory requirements

The Supervisory Board has designa ed Mr Oat in addition

to Gerhard Cromme as an audit committee fir anciat expert

as defined by the SOA rod the regulations of the SEC The Au

dir Committee oversees the accounting process it prepares

the Supervisory Boards recommendation to the Annual Shaie

holders Meeting concerning the election of the independent

auditors and submits the corresponding proposal to the full

Supervisory Board Furthermore in addition to the work per

formed by the independent auditors the Audit Committee dis

cusses the Companys financial statements prepared quarter

ly hdf yearly and annually by the Managing Board On the ha

en of the independent auditors report on the annual financial

statements the Audit Committee makes after its own review

recommendations to the Supervisory Board about whether or

not to approve the Anric al Financial Statements of Siemens

AG rod the Consolidated financial Statements of Siemens

worldwide It concerns itself with the Companys risk moni

toting syatem and oversees the effectiveness of the internal

control systEm in particular as it relates to financial reporting

the risk management system and the internal audit system

rhe Internal Audit Department reports regularly to the Audit

Committee The Audit Committee awards the audit contract to

tire independent auditors elm ted by the Annual Shareholders

Meeting arid monitors the independent audit of financial

statements including in particular the independence and pro

fessional expertrse of the indepenrient auditors as well as the

independrnit auditors seivices and performs tue other uric

tions assigned to it under the SOA

The ni si comprises the Chairnian of the

Supervisory Board two of tire Supervisory Boards sharehold

en representatives and three of tIre Stiper visory Boards enr

ployee repiesentatives Tire Compliance Coinnnttee concerns

itrelf with tire Comnpinys adherence to statutory provisions

official regulations and internal Company policies

the Nor iti which comprises the Chairman

of the Supervisory Board arid two of the Supervisory Boards

shareholder representatives is responsible for making recom

merrdatmons to the Supervisory Boards shareholder represen

tatives on the shareholder candidates for election to tIre Su

pervisory Board by the Annual Shaieholders Meeting In pie

paring these recommendations it shall take into consider

ation that the candidates must possess the knowledge

abilities and experience needed to perform their duties md
that they must be independent arid it shall also pay attention

to diversity and in particular to air appropriate participation of

women

the run comprising the Chairman of the

Supervisory Board the First Deputy Chairman who is elected

in accoictance with the herman Codetermination Art one of

the Supervisory Boards shareholder representatives and one

of the Supervisory Boards employee representatives submits

proposals to the Supervisory Board iii the event that the Su

pervisory Board cannot nc ach the two thirds majority required

for the appointment or dismissal of Managing Board mem
hers

the fir ii sir Inns ii on ii ft comprise the

Chairman of the Supervisory Board three of the Supervisory

Boards shareholder representatives and four of the Supervise

ry Boards employee representatives It shall based on the

Companys overall strategy which is the focus of an annual

strategy meeting of the Supervisory Board prepa discus

siorrs and resolutions of the Supervisory Board on questions

relating to the financial situation and strut tore of the Compa

ny as well as on fixed asset and financial investments In addi

tiorr the Supervisory Board has delegated the authority to de

cide on the approval of transactions and ii easuirs which

would require the approval of the Supervisory Boaid but the

value of which is below C600 mullion lo the Fimranme rnci In

vestnient Committee The Finance and lnvestnrent Commit

tee also exert ises the rights of tire Supervisory Board pursu

ant to Section 32 ot the her man Cedetermi ration Act to roaM

decisions regarding the exrcise of crwnership rights nesultmrrg

from interests in other companies Section 32 senrtenre of

ii
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the German Codetermrnatroo Ar sets forth that decisions

made by the Finance and fnvrsruient Committee puisuar tie

Setion of the German Codetermrnatron Act cnly require

the votes of the shareholder reprt rontatives

The composition of the Supervisory Board and its committees

prescott on pages 266 269 nformation on the work of

this body is provided by the Report of the Supernsory Board

on pages 11 Details of the compensation paid to the mem

bert of the Supervisory Board are given comprehensively mu

th Compour ation report on pages 47 49

B1 MANAGING BOARD

The Managing Board as the Companys top management

hr dy is committed to serving tire interests of the Company

and achieving sustainable growth Company value The

members of the Managing Board are jointly responsible for

the entire nianagrnent of the Company and decide on the ha

arc issues of business policy and orporate strategy as well as

on the anual and multi year planning

The Managing Board prepares tire Companys guactmly ad

hr If yearly reports the Annual Financial Statement of

Siemens AC arid the Consolidated Financial Statements of

Siemens worldwide In addition the Managing Board is re

spensible br rrrordtorrnq the Companys adherence to stain

tory provisions official regulations arid internal Company poi

cc comnpli ance arid works tu ac breve compliaitc with

these prove ioirc and policies witlun tire Siemens group Far

thor comprehensive rnfomtriation on the compliance program

arid related ictrvities in liscal 2011 is available on pages 33 35

Compliance report and 7375 he Managing Board cooper

ates closely with the Supervisory Board informing it regular

ly prompt arid fully en all issues related to Conrpany stmate

gy and strategy implementation planning business develop

ment nancial positron earnings compliance and risks

When filling managerial positions in the Company the Man

aging Board takes diversity into consideration and icr paIticu

Or aiim for an appropriate consideration of women

The Bylrws for the Managing Board provide for the establi.h

ir cot nmrttees to deal th specific tasks Currently

there is our Managing Board cernrrrrttee the Equity and Em

ployee Stock oinrxuttee ft is romnprmsed of three iririnbrrs of

the Managing imoarci rod rwersces the uufirauou of dotlro

rued rapital in connection with the mssusruce of employee

lock md the mmnplcinentatron of certain capital measures

urthenrnere the coinrrmrttee determines the acepr and conrlr

trons of the share based compensation components and or

programs for employees ml managers with the exception of

the Managing Board

The composition 01 tire Managing Board am its ommittec

is presented on pages 270 2/2 of this Annual Report Detailed

rnfommnatien en the compensation paint to the members of

the Managing Beard is given in the Compens ation Report on

pages 36 47

B1t3 SHARE OWNERSHIP

As of October 13 2011 the current Man aging Board membe

held total of 7481 2010 252109 Sierne is shares as veil

as stock options err Siemenrs shares represeniting Di 211

0.03% of the capital stock of Sienreus AG

As of the same day the current members of the Supervisory

Board held total of 5961 7010 /1 Siemens shares as eec 11

as stock options on Sierrierrs shares representing les twin

001 2010 less than 0l% of the capital stock of Siemens

AG Those figures do riot include 111534 3010 11159 4W
shares or 28 7010 t25% of the capital stork over whir

the vera Siernrens VermOqensverwaltunq GuibIT vSV tic

man limited liability company has voting conrtuel noW

powers of rttorney based en an agreenrent between anne rg

others members cr1 the Siemens family mnchrdrirg herd na

Brandenstein and vSV These shares are votr together by

vSV based on proposals by committee me imcaemitmnq mrm

hers of the Smemnenns faintly Gerd von Brandcnstr mn tire cur

remit chairman of the oxen ntive omnmnittee and has deridrrrg

vote in case of dc dloek

BI

11

Pursuant to 15a of the German Secirrities Trading Act

WpHG members of the Managing Board id the Supervise

my Board are legally obliged to disc lose the purchase or sale of

shares of Smenrieris AG or financial mnstmumerrtc based tfremnnmr

rf the total value ascii tiansactierim rritnred unite by board

member arid any ole-ely associated person
reaches or cx

ccc ds 45011 during any ale dar year Any ran sactmori re

pomted Siermra AG in ndanc witt tins rrqaimrnit

were dimly publi hn amid can be found era tire CorripamiyV 1mm

telnet wehsrt it
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ii CV
SIC ss

ci



ir llol

Four tunes year Sierncns AG reports to shaieholders on its

business development financial position and earnings An or

dinary Annual Shar hol fers Meeting normally takes place

within the first four months of each fiscal year the Managing

Board facilitates shareholder part cipation in the meeting

through electronic rornmumcations in paIth ulai the Inter

not and enables shareholders who are unable to attend the

meeting to vote by proxy Furthermore shaieholders may cx

ercise their right to vote in writing oi by means of electronic

communication voting by mail The Managing Board may

provide for the shareholders to participate in the Sharehold

era Meeting without the need to be present at the venue and

without proxy and to exeicise some or all of their rights ful

ly or partially by means of electronic communication The re

ports documents and information required by law including

the Annual Report may be downloaded from our website

The same applies to the agenda for the Annual Shareholders

Meetmq and to possible counterproposals oi shareholders

election nornurations if any that are requued to be dis

ilosid

Among other things the Annual Shaieholderr Meeting do

cides on the appropriation of net income ratification of the

acts of the Managing and Supervisory Boamds and tire ap

pointment of tire independent auditors Amendments to the

Articles of Association and measures which change lhe Corn

pairys capital stock aie approved exclusively at tire Annual

Shareholders Meeting and are implenmented by the Managing
Board Shareholders may submit proposals to tire proposals of

the Managing and Supervisory Boards and may contest den

sierra of the Annual Shareholders Meeting Shareholders

owning Siemnrrs stock with in aggregate notional value of

iOllOllO or more nmay also demand the appoiirtment of spa
ciii auditors to examine specific issues

As part of our investor relations ctivmtiea we inform our

investoms compmeirsnsively about devrlopnments within tire

Conrpany For communication purposes Siemnemis makes cx

tensive use of lire internet we publish quamteily half yearly

and annual reports earmunga rein ases ad hoc announce

rnenta analyst presentat ens and press relear es as well as

tIre financial calendar for the current year which contains tire

publication ditrs of significrnt finani al communications cud

the drc of 1li smunmual Shareholders Meeting on our website

rt Ge ails of our investor iola

tions activities set lorti on page of the Annual Report

13i CORPORATE GOVERNANCE GUDEUNES
Gui Articles of Association the Bylaws for the Supervisory

Board arid its most important committees the Bylaws for the

Managing Board all Dcclarationa of Confer mity with tIre Cede

and various other coiporate gear rnance related docunierrts

maybe found err our website at

14 1gn1flcant diffe ences between
lCi If fl ff1 fiiti ArVF flSi
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Companies listed on the NYSE are subject to the Corporate

Governance Standards of Section USA NYSE Standards of

the NYSE Listed Compa try Manual Under the NYSE Standards

Sienmens AG as foreign private issuer is permitted to follow

its home country norporate 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 commit

tee comprised of members who are independent undei the

SPA and to certain NYSE notificat on obligations in addition

the NYSE Standards require that foreign private issuers dis

close any significant ways in which their corporate governance

practices differ born those required of domestic compa
nies under tire NYSE Standards

As company incorporated mn Germany Smrmens AG immust prr

manly comply with the German Stock Corporation Act and tire

German Codeteuoiimratiomr Act amid follows the ieee nmenda

tions of tIre German Corporate Guvernance Code as disclosed

on page 11 Furthernmore Smemnenm complies with applicable

rules and regulations of the markets on which its securities

are listed such as the NYSI and elan volnorerily cnrnpiiee

with marry of the NYSE requirenments that by their terms ap

ply emily to US domestic issuers

The significant differences between our goveuimance practices

and those of U.S domestic NYSE issuers are as follows

BL4 TWOFIER BOARD
The German Stock Corporation Act reqiures Sierirens AG to

have two tier board structure consisting of Managing

Boamd and Simper visory Board Phe two Ibm system provides

strict snparation of management and supervision Roles amid

responsibilities of each of tt two boards rre clearly defined

by larv The noniposution of the Supervisory Board is detem

273



auned ii accordance with the German Codeterininatron Act

which quirm that onwh ill of the required 20 Supeivi ory

Board members must he elected our domestic employer

FOe ihairrnan of the Supervisory Board entitled to cast de

ciding vote when the Supervisory Board is unable to rca

decision in two separate rounds of voting

t42 NDEPENDENCE

In contiast to the NYSE Standards winch require th beard of

directors to affirmatively determine the independence of the

individual direr tots with reference to specific tests of indepen

dence erman law does riot require the Supervisory Board to

make such affirmative findings on an individual basis her

man law requires that the Audit Committee murt include at

ist one independent member of the Supervisory Board who

has knowledge and experience iii the application of account

trig principler or the auditing of financial .taternents In addr

tion the Bylaws for Siemens Suoervisory Board rontairi 5ev

eral provisions to help ensure the independence of the Super

visory Boards advice and supervrsion Iurthermore the mem
hers of the Supervisory arid Managing Boards are stnrtly

independent or one anotrier member of one boaid is loyally

piohibited from being concurrently active on the other Su

privisory Board members Fr ye independent decision making

authority snd ire legally prohibited from following any drrec

tree or instrum mien Moreover Supervisory Board members

ra ay riot enter into advisory service or certain othei cent racts

with Siemens unless approved by the Supr rvrsory Board

B1 COMMITTEES

In contrast to the NYSE Standardi which require the creation

of several specrfmed board romnmittees composed of indepen

dsnt directors arid operating pursuant to written charters that

set forth their tasks end responsrbilities the Supervisory

Beard of Siemens AC has combined the functions of nomi

nating ompr nsation md corporate governance omrnmttee

rhstantially in its Cliarrnians Committee and has delegated

pa of the remaining function to the Nominating Commit

tee Nevertheless certain responsibilities deternnrratron

of the compensation of the members of tIre Manrginq Board

have nra been delegated to committee because German law

requrrer the Supeivisory Board to perform tIre fruit tion in limO

isbn the Audit Consrnrittee the Cfrarrmans Cornmitter red

se Compliance ommittee have wirtien bylaws adopteu cry

the upervisory Board whrr hr ldress their respective ta ks

arid resporraibilitie lhr NYSE Standards were trk into on

edr matron in drawing up tin sc bylaws

Cr cnimi

.1
Ci

lire Audit Conrmittr of Sic mcns AG is subjer to the requrr

merits of the SOA and tire Seru itres Exchange Act of 1914 as

applicable to foreign private issuer and perforors rn roof

matron with the Co uplrarrce Committee firer lion sinrrlar to

thom rut an audit mrnrrtter subtect to thi full NYSE tr

dards Nevertheless German law precludes certain respon

hihrties from being delegated to conimitter such as tire sc

lection of the independent auditors who are required by Err

man law to be elected at the shareholders meeting

In addition the Supmnvisory Board of Siemens AG has Frnanr

and Ioverrtrcrent Comnrittee and Mediation Committr tin

latter of whir ii is required by Gernran law Neithr of thee

two committees is eqiiinmm under tire NYSE Standmrds

B.L44 SHAREHOLDER APPROVAL OF EQUITY

COMPENSATION PLANS STOCK REPURCHASES

he NYSE Standards gene atly require domestic romps

nres listed on he NYSF to obtrrrr shmneholder approval of ill

equity compensation plans including stock option plans at

any maternal revisions to uch plans Under her rr.mn law the

crratron af 8utherhod or mutmnq nt apit to nm shim

arrd or stock options requires the approval by ou shari hold

ens This includes .hareho den ipproval of the key permits of

stock option plan as part of decision regarding 1h creation

of contingent capit ml or mire autfionrzatiorr no repurchase nd

use Siemens shares for servmcing the stock optnrrrr plan

Under German law shrare buybacks generally require the prior

aultormzatron by shareholders Sum Is approval lest qmveo

at out January 25 2011 Annual Shareholders Meeting aid

this matter will genem ally
be voted upon the expurat non of

eat hi authoricatior

or
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Since making its last Declaration of Conformity dated Decem

ber 2010 Siemens AG has complied with the recoinmenda

tions of the Code in the version of May 26 2010 with the

abovmmentioned exception to Section 4.6 para sentence

of the Code

Berlin arid Munich October 2011

ir 1iori of on1orriuty ith the

ne rt

Siemens Aktiengesellschaft

The Managing Board the Supervisory Board

he Managing Board and the Supervisory Board of Siemens

AG approved the following Declaration of Conformity pursu

ant to Section 161 of the German Stock Corporation Act as of

October 12011

Declaration of Conformity by the Managing Board and the

Supervisory Board of Siemens Akiiengesellschaft with the

German Corporate Governance Code

Siemens AG fully complies and will continue to comply with

the recommendations of the German Corporate Gove narice

ode Code in tire version of May76 2010 published by the

Federal Minist of Justice in the otfscmal Section of the dec

tromc federal Gazette elektronmsm her Ilunde sanreiger with

the following single exception

the currently applicable rules for the compensation of the

Supervisory Board of Siemens AG whir were resolverl by the

Annual Shareholders Meeting on lanuary 75 2011 arid which

are set forth in the Articles of Association contaul contrary

to the provisions of Section 4.6 para sentence of the

ode no perforrsaricc related compensation components In

our view purr ly hxed compensation reinforces the iridepen

dence of the Supervisory Board As rule the volume of work

and the liability risk of Supervisory Board members are riot

in dirt ct proportion to the companys business success or

earnings situation On the contra it is precisely in diffir rilt

times when variable comnpenisanon nsay actually de

crease that the monitoring and vinsulting functions of the

Supervisory ltu md members are irticularly in denrand For

this reason the eliminrtion of performance related conr

pens sOon foi members of the Supervisory Board is supported

by number of parties to the current corporate governance

discussion arid is more in line with international best practice

in thu area

In OrlthtI 11 011

orpm It ov rn Pro tl

SUGGES11ONS OF THE CODE

Siemens voluntarily complies with the Codes nornburrdmg

suggestions with the following exceptions

Due to the fact that the Supervisory Board compensation

has been changed so that it now consists exclusively of

fixed compensation the suggestion in Section 46 para

sentence of the Code whit provides that the perfor

mance related compensation of tire members of the Super

visory Board should also contain components based on the

long term performance of the enterprise can rio longer be

followed

In fiscal 2011 the Supervisory Board decided to appoint

Roland Busch Klaus Helmrich arid Michael 5013 to the Man

aging hoard each for term of five years arid therefore to

no longer follow tire suggesuon set out in Section 51.2

para sentence of the Code according to mich the max

imnum possilth appointment pniod of ave yesrs should riot

be tire rule for first time appointments to Managing

Board

The Code cars be downloaded frorri the Internet at

Further tomporato Goner riance Practices applied beyond legal

neguinenierits are contained in our so called Business Conduct

Guidelines

ma ii isac hi Idit



OUR COMPANYS VALUES

AND RUSNESS CONDUCT GUDELINES
In the more than 160 years of its existencc our Conipany has

hi ut an xcellent reputation iround the world technical pet

loini sun in yahoo qi Pity rOt Oil
iy ci international en

qageunent have made Siemens one of the leading coinpamt

in electronics and electrical engineermg It is top peufounance

with the highest ethics that baa ir ado Siemens stroog thh us

what the Company should contuni to stand for iii the future

the Business Conduct Guidelines provide the ethical and legal

frarnewoik within whurh we want to maintain successful ac

tivities they contaoi the basu priuciples and rules for our

onctuct within our Company and in relation to oui cixteunal

paitners and the general public They set out how we meet

oui cthical and legal responsibility as company aIid give

expression to our coiporate values of being Responsible

Excellent Ii inuvative

the Busmi Conduct Guidelines can be downloaded from

the Internet at

tlOli of
rig
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the composition of the coinini tees of the Mariacjioq surf

Supervisory Boards is give or des on pagis 1/2 an

268069 respectively of the Annual Report as is rlesrnuption

of the composition ul the Managing Board and the Superviso

ry Board the compc sitions antic accessed via the Internet

the following link

gent ial descriptio of the lu lotions arid operation of the

Managing Board and the Supervisomy Board cart be found

under the heading Management and control stuucturo ii

the Corporate Governance npoit under on pages 25 hI

md on tIn Irsterimet under lurtlir

details reqaidurig thi operation of tI
ci Managing and Super

vusory Boards can hi derived from the description of the err

rruttees as well as from the bylaws for the corporate buduc

snccnued these dec urnrn can be totirid at

51
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In his furevvord to the Siemens Business Conduct Guidelines

President and CEO Peter Lcischcr defines the role of the Guidie

lines this way They set out how we meet our ethical and legal

responsibility as company and gm expression to our corpo

rate values of being responsible excellent innovative

Siemens is fully committed to compliant with the law and all

anti corruption statutes The Business Conduct Guidelines

the centerpil cc of our Compliance System are absolutely

clear on this point no corruption of any kind will be tolerated

it Siemens We actively support tIC ratification and oar

mont of the United Nations Convention against Corruption

which together with the UN Global Compacts principles pro

vides important guidance for our entire organization

Adherence to the law and to internal Siemens regulations

this is the foundation of all our business activities Viewed in

this light compliance as we understand it is not piogramn

but the way we do business and uflhold integrity

Headed by the Chief Compliance Officer and the Chief Coon

sd Compliance our Compliance Organization promotes corn

pliance Siemens-wide in particular our efforts to prevent

detect and respond rigorously to corruption and anti-trust vi

olations The organization also supports Siemens units in

dealing with violations in ether areas its responsibilimier in

dude conducting internal investigations imposing disciplin

ary sanctions and eliminating identified shortcomings

Since launching our Compliance Program worldwide weve

continued to further develop and enhance it Weve also made

compliance permanent part of our business processes Our

Compliance Program has evolved into an overarching comph

arice management system
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As shown the previous page the Siemens Compliance

System is omganced into three pill rms Prevent Detect and

Respond lire central element is the full responsibility of all

Siemens irianagers for compliance In addition to specifying

molomodel function for sciuo management the systriii

goes furthen all our inanageis nust exemplify compliance

and ensure that business decisions and actions in their areas

of responsibility are always in complete accordance with the

relevant egal requirenients and our own values and guidelines

the new Advice and Support element relates to the compli

ance organizations rule and function of helping all Siemens

business units implement comp lance thus contributing to

ocr long term busmess success this element cncompasses

tools such as the Ask us help desk whirh answeis employ

ees compliancexelated questions However it is primarily in

tended to foster close ionfcdent al oopeiatioo between tire

Compliance Officec and Siemens units

inally weve included collective action oopematcon on the

paIr of companies and other organazatroils in the battle

dgamst orcuption in our compliance System We want to

imiake it cleam that conipliamic at SIeamim gui beyond iIrtm

nat measures arid processes and out celationslups with busi

ness paitneis and suppliers Together with other external

stakeholders weve been promotmg ethical business practic

es and hylituag corruption in all our markets for several years

Dot ailed iirfoi mation on the Siemens Compliance System ii

availahle on our website am

For furthei infoi matron on collective action please go to

As part cf our Compliance Systenr wve created special ira

mitigative proc mss arid provided the necessary resources loi

looking iIito possible compliance violations Reports of poser

hle rniscondum subuartted to us via secure reporting channels

for ox mple the lell us help desk amid the ombudsmarr

by ii matigating authorities are examined tindei the con

trali ed au Iroraty and responsibility of the Chief touri aol Lucia

pa circe he irmvesmiqatiorms aie ed by he Ccuaipliauc unva

tiqatiori Department or thin lirteinal Audit Departmert witlr

OUll CCVI

11
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legal support provided by awyc rs Item the Compliance Legal

Department The investigation process proceeds to the as

sumption of innocence and is conduc ted in act ordance with

the codetermnination rights of time Works Council and data pro

tec tiona regulations

During fiscal 2011 we also issued guidelines apphicahle to all

Siemneras umuts prohibiting among other tlrimags mrmvestigrm

Dons at airy cost and stipulatir clear rules to emrstmre the lair

and respectful tteatn ent of errrployees an connection with in

vestigations

We respond to compliance violations with clear comisequeric

es employing all anc tions allowed under labor law to puimish

compliance violations internally Fumther imdorinat nrc nrc lad

ing figures relating to dmaciplim amy rneascac cv allah in

the onibiamed maiaageinerats disc assiunm and analym1

on pages 71 71

bury it alamo aim havi rudy limited imumpact icr liii liyu

against corruption If substantial progress is to be made all

market participants or least as many as possible amid

other crtaketrolders must act in concert lhrts why we

joined forces with other organcra tiora to oinbat cormuf tmoi

through collective action

Fxpnt analyes and assessmneirts suggest that intermediaries

who act on behalf of rnmpanies such ageirts poem or of

the greatest comnup ion risks In response to theac fanda ys

legislatures anti entorc emnent aqenac los are gtatening tire in

quurremnents they place on onipanies As result comnp nra

naust review their anti corruption processes arid am pamtim ala

exercise gmeater tr ursparency in tie sling with ho cmi us part

rrers Irs concrete ternis firms means they run find effective

efficient solutions for implenseati three mm quremne ita and

they must onatorce ihesence to thorn

Ia July 20DB roe developed gaicle ioes and strict soraitr
macsq

pmocess for dealing with all oam basmnu ss pcritraci1 Ira en

dmmace with thus puoc tss tam dardizud cask analysi arid duo

diligence pmomess must he torrducted bttome coraclaicliny am

renewing contracts with buismnecs partners lot Clii purpcus

weve developed rveh li mod tool thu at used dmucmoqhui

Smcnienrs Both oa due dmhcjemmco pmnxc aid thai aol cue



generally considered international benchmaiks Due to its

scalability and user friendliness he system has attracted

widespread recognition and is now available for use by other

companies on license fee basis

Smm Intcqdty Ml

On July 2009 the World Bank Group announced conipre

hensive settlement with Siemens As part of the settlement

we agreed to cooperate in changing industry practices clean

up procurement practices and engage in collective action

with the World Bank Group in orde to fight fraud and corrup

tion tInder the agreement we provided US$100 million for

the Siemens Integrity Initiative The initiative supports orgafl

nizations and projects that promote ethical markets and lair

competition by combating fraud id corruption through col

let tive action and thiough training and continuing education

measures Well dispense funds in several probably three

sele non rounds rxteridrnq over 15 years

the first funding round began on December 2009 Interna

tional AntnCorruption Day About 110 organizations arro proj

ects from 66 courltries submitted applications involving cot

lective action projects and education and training projects

We invited selection of applicants to present lull project pro

posals including details of concrete activities budgets and

schedules lollowing careful evaluation of these proposals

we selected 31 projects and conc uded funding agreements

with the associated integrity part rers during fiscal 2011 in

depth descriptions of all projects funded including the

amount of funding awarded arid detailed inlorination on the

selection criteria as well as reports on the current status of

the initiative are available on our website at

B35 foci li topic li IC Ii
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Our Compliance System will always be work in progress In

what is ultimately comprehensive long term management

process were ceaselessly honing the system identifying and

seizing opportunities to implement improvements and ie

spond to the continually changing iequirements of our husi

nesses worldwide Compliance will remain an ongoing criti

cal responsibility at Siemens

At the beginning of fiscal 2011 our compliance management

team working within the framework of our On0 Siemens

strategic target system defined four medium In nfl priorities

for the continuing development of our anti corruption and

anti trust activities and implerriented or launched various re

lated projects see on pages 73 75 One

central element spanning all our compliance priorities will be

management responsibility at the rriiddlle management 1ev

el in particular This responsibility will be turther intensified

by measures such as communications and training activities

As described above compliance at Siemens means much

more than uncovering past misconduct and establishing pro

cesses to prevent such behavior in the future Complianr

means acting in accordance with clear pruiciples of integrity

And tins understanding of compliance has become an into

gral part of our corporate culture
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This section is based on the iecommendations of the Gorman

Co porate Governance Code and includes disclosures in accor

dance with the requirements of the German Commercial Code

HUB and International Financial Reporting Standards JFBS

The Comoenmtion Repoit is an integral part of the Notes to

Consolidats Financial Statement ii

841 itor 11 11

ic ir yn

B4t1 REMUNERATION SYSTEM
The iemoneration system Ic the Managing Board at Siemens

is intended to provide an incentive for successful coiporate

management with art emphasis on sustainability Members of

ihi Mingiog tinard ai expi ii i0 ra5e long tern ori

nutnient to and ot behalf of the Company and may benefit

from any sustained increase in ihi toinpanys value tnt

thc at is for their remuneration to be commensurate with

ibs compensation paid by ompanies of comparable size and

economic position Exccptional achievements are to be me

warded adequately while falling short of goals is intended to

iesult in art appret table reduction in remuneration Finally

thc Manajing Boards coinpi nsation is also struc tuied so as to

hr ittiactive in onipamisoni to that of omnpentois with vew

ii

to attracting outstan flu0 rnanageis to our Coiripany and In

mg them with us los the long to in

The system dnd levels fot the remuneration of the Managing

Boaid di terirunc ci an regularly teviewecl by the toll Sopi

vbory Bo md bass cI on puoposals Iron the haimniani Corn

mittee Addtttonially in the fall of 2010 the Managing Board

and Supervisoty Board decideil to submit tlic remuner muon

system for the Managing oaid revised as of fiscal 011 to

the Shareholders Meeting foi vote Che remons ration ys
tem was approved by large ijonty at the Anr ual Shari

holdeis Meeting on January 25 2011 the remetneratton sys

tern in effect until the end of fiscal 2010 was explained in

tail in rhe Annosl Ru port for fiscal 2010

In order to focus cornpensa lion for the member of the in

aqnig Board on the goal of mm ainable it flue enhanceme it

the bulk of renitiner tion mm patti only after certain delay loi

IOO% target attainment moie than half of total lemon ri

tion is provided in the foun if stock base conipen vition wi

four yeai restriction period and over 50% of the van thu

component of compenmatirin is determined on thm basic of

multi ymr taiget paiJmeter Mmaginq Boar0 i0ori

pensation is ftotheimnore strongly aligned with shireholders

interest in long term rernuniiative investment suite one

liaR of long term stock based compensation ielats to to

multi year performance of Siemntns stock relative to the stoc

of at present Five important onipetitors lit detoinnnuig

how successfully targets have been met for the variable corn

ponents of omnpensalicin adjustments are narrowly himts

to exceptional minfo escort rriattecs
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Ihe foundation for the performance basc component of

long ten stock based compensal ion is the One Siemens tar

get system which applies throughout the Company It focus

es on su1ainably ho rear ing Siemcns corporate value the al

location roles for long tenn stock based compensation take

this focus into account as follows

On the one hand the annual grant of Stock Awards do

ponds on the sustainability of business performance tor

this purpose half of the annua target amount of the Stock

Awards is linked to the average of the pobhshed earnings

per share CAB Inc the past three fiscal years connmimg

and discontinued operations undiluted At the end of each

fucal year the Supervisoiy Boaid decides on figure that

eprosents the relevant fiscal years target attainment

whccl may lie between 0% ann 200% cap This target at

tainmr ni will then determine tho actual fair value of the

award and the resulting nuinher of Stock Awards

On the other hand the porformance of Sierriens stock wls

ive to its corripetitors is to hive direct effect on compen
satiori For this puipose with respect to the other half of

he annual target amount for the Stock Awaids tire Supec

weary rhi wifl Sm grant nuniher nf Stack Awards

eguivalent to the fair value of halt tue target amount on the

date of tire award The Supervisory Board will also decide

target systc ni target value for 100% and target cmi ye

for the performance of Siemens stock relative to the sto

of at present five competitois ABS lerreral Electric

Philips hoc kwell Schneider lihe ref errncc period for mea

turing the target will be tire same as the foui year restric

tion period for the Stock Awards After this restriction perc

od expires the Supervisory Bcia will detcinnne how nrorh

hotter or worse Siemens stock has fierformed relative to the

stone of its compotitors Phi determinatrori will yield

tarqet attainment of between arid 200A cap If target

attainment above lOOT an additional cash payment cor

responding to the outpeilorrrance is effected If target

attainment ii bce than lOOP number of Stock Awards

equivaleirt to tire shorti ill from the target will expire with

out replacement

With regard to tire further terms of the Stock Awards the

anre general principles apply for he Managing Board arid en

nior executives these pnncipfes are discussed in more dctail

fh into alma rrrlude fntlr irifrnrmratioir ctcct the

sic ck ha ccl cnrployec invest mont plans

oo

Share Ownershp fiwdebnes

Since 2008 the remuneration system et Sierrrcne liar hi rr

significantly siraped by the Srei reirs Shari Ownership Or ice

lures which apply to tire Managnrg Board arid senior mairagc

mcnt throughout the Company These guidelines eguiro the

members of the Mar aging Board to hold Sierrrerrs stoclc wor

multiple of their base compensation 300% for the President

and CEO 200% for the oilier members of the Managing Board

for the du atton of mc term of office on tire Managing Board

the deternrnning figure in this context is thc ivrrage base

compenrsatron that the relevarrt inenrber of the Managing

Board has drawn ow the p1st fuui years Accordingly hang

es that have been made to base conipensation in the mean

time are inclcided Ivloxeover iron forfeitable stcck award

Bonus Awards will be taken into account in termnmnrrg

coinphance with tire Share Ownership Guidelines

Evidence that the required amounts of Siernirns sham arc

held must first be provided aftei buildup phase of sligh ly

nrore than four years and thecfore riot ore il March 2012 at

the earliest for certairr rnenrbers of the Managing Board the

evidencc must be updated annually thereafter If tie valu

the ac crued holdings declines dow the rrrmnmmuni to be cia

clenced from time to time because the nniarket puce of Siemnrns

stock decreases tIre member of the Managing Board mu it in

guire additional shares At the end of the calendar year fir

Company detennnnne the value of Siemens shares to he

derrced together with the number of Siemens shares to hi cv

idemrced and notifies each mm icr of tire Managing Coard an

cordingly Cccli Managing Board mniemben then has until tI

second Friday ii March of the following year to rnaki up fc

rrry
shortfalls Arc or tingly tho Barraging Bond inbers are

required to permanently invest sigrnifrcant portion their

assets in Sicrmmemns shares clnrmnig their ternri of of ice ciii tile

Board

Pension benefit commitments

Since fiscal 200s memrrhers of tire Managing Susrrl have he vi

included in tIre Sienierra Defined Contribution mrrefit Pla

BSAV the general conditions of which are uniformly appli

cable to ill employn or of Smeinc mrs AG in Cm many Jhe ft rmr

motmrccmncni benefit syr tcnn was initrgrated into th BSAV irOn

tuber 2004 Girder the BSAV tneunhers of the Maniagin lloan

ieceive contnibutioii that mire credited to their pemsoiril pun

sion account The amourr of the annual corrtribcntiorss is

ham on pred imiimncml pcrcmntagc iirbi uc vi vi

base compe nsation rid the target rniourit for the hr nrus liii

pemcerrtage wit iat by the thairmane CommitS oI the Si

in

in

ml dl ci 51
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pervisory Board at 28% when the system was introduced in

Or toher 2004 and has been rer onfirmed at that figure each

year since Furthermore special contributions may be grant

ed to Managing Board members on the basis of individual de

iioris of the Supervisory Board if menvir the Manag

ing Board had earned pension benefit entitlement from the

Company before the BSAV was introduced portion of his

contributions went toward financing this prior commitment

Commitments in connection with termination

of Managing Board mmherchip

Managing Board contracts provide for compensatory pay

ment if membership on the Man iging Board is terminated

prematurely by mutual agreerner without serious cause

The amount of this payment must not exceed the value of two

years compensation cap The amount of the comnpensatory

payment is calculated on tIre basis of the base compensation

and the variable components of compensation actually re

ceived for the last fiscal year before termination In addition

one time exceptional contribution is made to the BSAV the

amount of this contribution is based on the BSAV rontribu

tion that the Board member received for the previous year to

gethcr with the remaining term of the appointment but is

limited to not more than two years contributions cap The

above benefits are not paid if an amicable termination of the

members activity on the Managing Board is agreed upon at

the niembcrs request or if there serious cause for the Com

pany to terminate the nployinent elationshep

tn the event of change of rontiol i.e if one or more share

holders acting jointly or in core cit acquire mnaonity of the

tinig rights in Sieinr ns AG and exercise controlling influ

enice or if Siemens AG becomes dependen enterprise as

nenmlt of entering into an hrtercompany agreement within the

meaning of 291 of the German Stock Corporation Act or if

Siemens AG is to be merged into an existing corporation or

oilier entity any member of the Minaginq Board has the

right to terminate his or her cor trait with the Company if

stir change of control results in substant al change in po

sition eq due to change in corporate strategy or change

in the Managing Board members duties and responsibilities

If this right of termination is exee ised tIre Managing Board

member is entitled to sever ance oayment in the amount of

riot more than two yemrs compensation rlre calculation of

the rrinual compensation includes riot only tire base compete

ration and the target amount for the bonus but also the tar

get arrrount for the Stock Awards iii earh rase based on the

most recent co ripletod fiscal year prior to te minatron of tIre

contract The stock based components for which firm corn

mitmerit already exists will remain unaffer ted there is no en

trtlernent to severance payment if the Managing Board

membcr receives benefits front third parties in connection

with change ol control Moreover there is no right to terror

nate if the change of control occurs within period of twelve

months prior to Managing Board members retirement

Additionally compensatory or severance payments cover

non-monetary benefits by including an amount of 5% of the

compensation or severance total furtherinore compensatory

or severance payments will be reduced by 15% as lump-sum

allowance for discounted values and for income earned else

where However tlos reduction will apply only to the portion

of conrpensatory or severance payment that was calculated

without taking account of the first six months of the remain

ing term of the Managing Board members contract

If member leaves the Managing Board the variable compo

rient bonus is dererrmned aftir tire end of the fiscal year in

which the appointment was terminated pro rata temporis and

settled in cash at the usual payout or transfer date as the case

may be If the eiupluynmnt contract is terminated in the

course of an appointment peril the non forfeitable stock

awards Bonus Awards for which the waiting period is still in

progress remnant in effect without restriction lithe employ

ment agreement is terminated because of retirement disabil

ity or death Managing Board menibers Bonus Awards are

settled iii cash as of the date of departure from the Board

By contrast stock commitments made as long temni variable

compensation StockAwards for which the restnir don period

is still in progress will eicpire without replacement if the em

ploymnent agreement is temnrinated in the course of art ap

pointment period the sanire applies it the employment agree

merit is not extended after the end of an appointment period

either at the Board members request or because theme rs sen

ous cause that would have entitled the Company to revoke

the appoinmtrrnerit or terminate the contract However once

granted Stock Awards do not lapse if the ernployrmient agree

ment is terminated because of retirement disability or death

or in ronnection with spinoff the transfer of art operation

or change of activity within the corporate gnrrup In this

case the Stock Awards will remain in effect upon termination

of the emnrployment agrremnent nfl will he honored on expira

tion of die mestrmctioii pci iod
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EL4L2 REMUNERATION FOR THE MEMBERS
OF THE \i1ANAGNG BOARD FOR RSCAL 2811

The Supervisory Board engaqcd an independent outside corn

pensation consultant to review the appropriateness and level

of he Managing Board sc ompern ation for fiscal 201 lhr in

dependent compensation consultant confirmed that the or

nwneration of the Managing Board on the basis of the tar

fet attainment for fiscal 2011 was appropriate taking this

expert review into account and after reviewing the achieve

rneot of thi targets set at tim begmning of the fiscal year ti

Supervisory Board decided at its meeting on Nloveniber

2011 to the vairable compensation component the Stock

Awards to be granted and the pension ber cOt contribution

as ollows

Variabe compensation component bonus
In setting the targets for ii variable compensation bonus
at the beginning of fiscal 2011 the Superviso Boid took in

to ac ount that the ompanys One ierner target systi in

focuses on sust ruicrble appreciation of valur

When weighting the target parameters the focus was on

sustartiable growth whereby particular ilnpot lance wa
attributed to the target paramter organic revenur growth

ihe ROCE target defined by the Supervisory Board is basr

on the prior year figuie for ROCE idjusted arid takes irOn

account special effects from impairments in fiscal 2010

The target foi free cash flow takes into iccour th it the

additional investments that he Company must makm ir

fiscal 2011 could hurdcn free cash flow comnpaied to the

prior year

As consequence the following targets were si aunt attauied

with respect to the variable conipt nsation component

40
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The values set foi target attainment were not adjusted

The Supervisory Board also decided exeicising its duty bound

discretion pflichtqernal3cs Ermessen not to adjust the to

nor payout amounts resulting from target attainment

Long4erm stockbased compensation

Half of the annual target amount of the Stock Awards is inked

to the averago earnings per share basic BPS undiluted

the past three fiscal years The earnings for fiscal 2011 result

ed in an average basic BPS of fl 13 for fiscal 2009 to 2011

yielding target attainment of 114%

For the other half of the annual target amount for the Stock

Awards the Supervisory Board apuroved number of Stock

Awards equivalent to the fair value of half the target amount

on the award date The amount bywhicli these stock commit

rnernts must he adjusted or an additional cash payment must

be made after the end of the restriction period will depend

on the performance of Siemens stock compared to the stock

of five competitors ASS General Electric Philips Rockwn 11

Schneider over the coming foui yr am and will therefore not

he determined until afte the end of fiscal 2015

All stock awards were recorded at the closing price of Siemens

stock in Xetra trading on the date of commitment less the

present value of divide ids expectcd during the restriction

period because Stock Award holdws are not entitled to re

cemve dividends the resulting figure aniounted to 457 70 pni

or year fl/JO

Total compensation

The decisions by the Supervisory Board described above yield

total tonrpensation of 439 25 million for the Managing Board

fir fiscal 2011 2010 43425 million an increase of 14 6%
which is picdominantly due to the increased nunmber of Man

aging Board members Of this total amount 418 94 million

2010 47427 million was attributable to the ash compensa

hon components and 420 31 million 2010 4998 million to

stock based compensation Thus moie than half of the com

pensation was paid in the form of stock based instruments

with watmng or rmstiiction periods of four yas arid therefoie

on deferred basis

Si rl 13 St
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Pensmn beneht commitments

IM amount ot the contributions to tile JSAV dctormined

annually by the Supervisory Boaid rile contributions ondei

the BSAV are added to the perronal pension account ad Jan

oaiy folk wh thi close of Mc Os yEar with value date oi

January Until tile beneficiarys time of retirement the pen

ion account is credited with an annual inteiest payment

guaranteed nierest on January of each yeat

For hscal 2011 the members of the Managing Board isere

or nte coutribulions under the BSAV totalnIg nulik

2010 million based on rim iutn of the Sopor Jisniry

Board dated November 2011 Of till amooi 40 no icr

2010 40.1 nullion ielate to fioidnog of pensio iomirnt

ments earned puor to tianster to thi BSAV md the
reinaunny

51 rnilhon 2010 11111 ion to contributions gianteni rio

dci the BSAV

Tthe following table shows am mcj other lb ngs individual

Ned details of the ontribunons additions uridor the BSAV

atuibutable to the einber of he Managing Board for fisca

2011
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Share Ownership Guidelines

The Siemens Share Ownership Gi idelines require the morn

bers of the Managing Board to hold Siemens shares worth

multiple of their average base compensation over the past

four years 400% for the President and CEO 200% for the

other members of the Managing Board for the duration of

their term of office on tie Managing Board The deadlmes fur

fl Iliof it nibt

tory IF

The current remuneration policies for the Supervisory Board

were authorized at the Annual Sharthoiclers Meeting hold on

January 25 2011 Details are set out in Section 17 of the Arti

elm of Association of Siemrns Ad By way of exception to

recommendation of the German Coi porate Gc vernance Code

the Supervisory Board nnuneration is organized in the form

of purely fixed rencurreratron The renruneration of the morn

hers of the Supervisory Board is commensurate with compen

sation paid by companies of compac able size md reflects the

responsibilities and scope of work of the Supervisory Board

mc niher the hairinan and depu chairmen of the Superve

submitting first time proof of compliance with this obligation

vary from member to niember The first soc deadline is

March 2012 The following table shows the number of

Siemens shares held and the number of iron forfeitable

Bonus Awards received lot fiscal 2011 by the individual mern

hers of the Managing Board in view of tire Share Owneisirip

Guidelines

to

21

sory Board as well as the Chairmen and members of the Audit

Committee and the Chairmans Committee and to lesser

extent the Compliance Committee and the Finance and In

vestrne cit Corirmittee receive additional ornpensation

According to current rules memhers of the Supervisory Board

receive an armoal base compensation of 140000 the hair

man of the Supervisory Board receives base compensation

of 280 000 md eseh of tire depirty chairnicn rccciver

220000
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members of the Supeivisory hoard committees receivc crovec 80000 and oa of the other membi to iro uv

the followir additional lured corn ensation for their work 40000 usa Chairman of the oinphanre horn nuttro uc

those committees thi Chiiman of the Audit Committee re ceives 80000 and each of the other member mcciv

ewes 4100000 and each of the other members receums 40000 However no add tional compensa ion aid fur

80000 thc Chah nun oft hot lii rnar00 Cons nittee receives work on thc tomphiu ice Committee lie mhei of that con

120000 and each of the other tembers receives 480 000 mittee is already entitled to coinperssauic woik on the

the Chairnian of the Finance and Investment Committee to Audit Committee
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If Supervisory Board member does irot attend ins etiuig of

the Supervisory Board mm third of the aggregate compensa

tron due to that member is reduced by the percentage of Su

peivrsory Board meetings not attended by the member in rela

tion to the total number of Sup uvr ory Board meetings held

during the fiscal year

In addition the members of the Supervisory Board are enti

tled to receive meetmg attendance fee of l5UO for each

meeting of the Supervisory Board and its comrnmttet that

thef attend

The members of the St pervisory Board are reimbursed for

out of pocket expenses incurred in connection with their dm

ties and fur any value added tax to be paid on their remunera

tiori lor the performance of his duties the liairromn of the

Supervisory Board is furthermore sntrtled to an office with

secretarial support arid use of the emens carpool service

No loans from the Company are provided to members of the

Supervisory Board

The Company provides group insurance policy for board and

committee members and certain employees of the Siemens

organization that is taken out for one year and renewed anmniu

ally The insurance covers the personal liability of the insured

iii the mae of fniancial loss ass wrated with employment

nv irons The insuram policy for fis al 2011 mr ludms de

ductible for the member of the Managing Board and the Sn

pervisory Board in compliance with the requirements of tIne

German Steck SorpoTat on 41 md the iCTiflifl Somporite
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We are globally oporsting integrated technology company

with core activities in the fields of industry infra trc cturc

ergy and healthcare and we occupy leading market posh ions

worldwide in the majority of our businesses We can look hark

on successful history spanrung more than 160 years with

groundbreakinq and revolutionary innovations such as the in

vention of the dynamo the first commercial light bulb the

first electric streetcar the constru tion of the Inst public pow

er plant and the first images of the inside of the human body

On continuing basis we have 360000 employees as of Sep

tcmher Oll and business ac ivities in around 190 coun

tries and reported consolidated revenue of 73bl0 billion in

fiscal 2011 We operate in excess of 285 major produrtion and

manufaciuring plants worldwide In addition we have office

buildingc warehouses ceseaich and clevelopnient facilities or

sales offices in almost every ruuntry in the world

Siemens comprises Siemens AG stock corporation under

ihe Federal laws of Germany as the paient company and tu

tcl of about 1000 legal entities including nunonty invest

inents Our Company is incorporated in Gerinonyi with our

coiporate headquarters situated in Munich Siemens operates

under the leadership of its Managing Board which comprises

the Chic Exicutive OlIn or ft ED and Cinef tinancial Officer

Cr0 of Siemens as well as the heads of selected corporate

functions and the 105 of the Sectors

Our fundamental organizational prim iples are

the COO pumiciplo

eridto end business responsibility of the Sectors Divisions

and Business Units and

the un estricted right of selrcted corporate functions to is

sue instructions in relation to function to the extent legal

ly peimissible

The Siemens Managing Board is lie sole management body

arid has overall business responsibility in accordance with the

Oerman Stork Corporation Act Alctmengesetz AktG At all

other orgauiiatinnal levels within our Company management

responsibility is assigned to individuals who make decisions

and assume personal responsibility CEO principle This prin

ciple estcblir lies clear and direct rcsponsibilitias and foste

Ificient decicion nicking

iIod
23 vo

Our Sectors Divviiens Business Units and inancial Servic

SIS are global entrepreneurs and hive end to end busi

ness responsibility worldwide including wit regard to their

operating results Ihey theefore have right of way over tt

Clusters and Countries in business initters The regional units

Clusters and Countries are responsible fur the local custom

em relationship management and for implementing the busi

ness strategies of the Secturs aid SF5 as well as the requhe

merits set by the corporate functions

In addition to their particular authority to issue binding corn

panywide guidelines antI to their mnonitorin and coordinat

rug responsibilities the heads of selected corporate functions

Finance and Controlbng ft gal and Compliance Hunian hr

sources and Scipply Chain Manadement for cxamp have an

unre rtricted right to issue mnstructrons in relation to fruit

tion across all parts of the Company to the extent legally per

missmhle

Below the Managing Board Sirinenr is stru trued oiganmza

tionally into Sectors SIS whrct acts as buainess partnei for

the Sectors and also condu ts its own business with exteir al

customcms CxossSettr Serve es that oupprot othm SloOleomo

units Corporate Units with specific oiporate unc lions and

regional Clusters The Sectors ire pri scipally broken down ii

to Divisions and these in tui into Business Units

In fiscal 2011 our business activities focused on three Sector

Industry Energy and Healtlicare which formed three of our

reportable segmentr In additirn tu these three Sectors we

had two additional reportable segments Equity Investments

and SIS

During fiscal 2011 we initialed change or the organizational

structure of our Sectors which became effective October

2011 Beginning with fiscal 2012 we for med ourth Sec tom ln

fiastmucturo Cities order to benefit hem the growth nf ur

ban centers srrd the demand for iufrastructuie solutions The

new Sector comprises the activities of the Industry Sectors Di

visions Building Technologies arid Mobility arid the Energy

Sectors activities of the Power Distribution Division including

Smart Grid applicat ens The mu Sector also holds the Ate0

SA AtoS shares arid the convertible bond wluch Siemens me

ceivecl following the sale of Siemens 11 Solutions and Servo es

to AtoS Furtherinoir the new Sectom will include Siemens in

tomcat in OSRAM AG fouucily OSBAM GrnflH fulloovioi5

its plunniecl public offering Until completion of tIre public

offering OSIIAM AG remains vi parate business dirt mAy me

pomtinq to the Managing Sc ard of Siemens AG lIme trnminq of

OC
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Ba is of pie irtation as of Srrpternb 30 2011

too public offering depends on ma icet conwtions iNc intend

to retain minority stake in OSRAM AG and to remain long

term anchor shareholder For further information see

as we as

Financi0 reporting for fiscal 2011

continued to be based on the organizational structure offec

tive until September 30 2011 The Heaithcare Sector was not

affected by the reorganization

During fiscal 0l our Irids Sector offered complete

spectrum of products services arid solutions for the efficient

use of resources and energy and improvements of productivi

ty in industry and infrastructure its integrated technologies

and holistic solutions addressed primarily industrial custom

ers such as process and manufacturing industries and mire

structure customers especially ir the areas of transport

buildings and utilities lhe portfol spanned industry auto

mauon and drives products and services building arid mobil

fly solutions and services and system integration and solu

tions for plant businesses Until ihe Rod of fiscal 2011 our In

clostry Sector oinpm ned the five Divrsrons Industry Autour

tioir Drive Tochnologit Binlding Technolr gins industry

Solutions and Mobility Many of the busuiess activities of In

dustry itirtoino tion are ctiaracterizer.l by relatively short busi

rue rs cycles and as such are influenced by preva hug ecormonnu

conditions Iii contrast the longer cycir business activities of

tire Mobility Drvisinn are less affected by situ terrni trends
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During fiscal 2011 we announced our plan to publicly list our

subsidiary DSRAM AG formerly reported as Division within

the Industry Sector Following the aririosulcement the busi

tress was classified as discoritiiiued operations Prionyear re

suits are presented on comparable basis As of September

10 2011 the Industry Sector trail 174000 employeos and in

fisca 2011 reported external ievenue of 31635 billion DI this

figure 54% was attributable to the region compnisir Europe

the Commonwealth of Independent States .1 Africa and

the Middle East 23% to the Americas and 23% to Asia Aostra

ha The largest single national market for the Industry Sector

is Germany with 22% of external revenue for the Sector dur

ing fiscal 2011 lollowing tire organizational changos which

became effective as of Dctober 2011 the Industry Sector to

cuses solely on industry customers and is reinforcing its ser

vice business The Industry Solutions Division was dissolved

and its business activities divided op among the Industry Au

tomation Division the Drive Technologies Division and the

sector led Metals Technologies Business Unit In addition

new Customer Services Division was formed whirh bundles

all service activities of the Industry Sector Thus beginning

with final 2012 the Sector consists of the Divisions lndustiy

Automation Drive rechriologres and Customer Services and

the sector led Metals iuclariologies Ifusmness Unit Frirannial

results relating to the Customer Services Division are reportt

in the industry Automation and Drive Technologies Divisions

as well as irs the Metals Ter hnologmes Busi less Unit
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Our Sector offers wide ipectiuni of products iervic

cc arid so utions br the generation transmission and distribu

hon of power and the extraction conversion and transport of

oil arid gas It primarily rddreses the un ds of eneigy provrd

crc but also serves industrial cor iparues particularly em thr

oil and gas industry rho Energy Sri tor coveis the whoic ener

gy conversion chain During fiscal 2011 our Energy Settoi was

erode up of the six Divisioni Fossil Power Generation Renew

able Enci gy Oil Gas Energy Service Power iran mission

and Power Disiribution Finaivial esults relating to thr Firer

gy Serve Division are reported ir the Divisions Fossil Power

Generation and Oil Gas Many ob the business activities of

our Energy Sector air chraracterised by relatively long termni

piojocts and -is such are relatively independent of short term

onoinic conditions As of Septcmber 30 2011 the Eneirfy

3cc tor had 98 000 employc cc and reported external revenue

of 27 28 bithori for fiscal 200 thereof 36% was attributable

to tori pe t.I Alnir Middle 28% to the Americ cc arid

l6% tr Asia Australia United States US was Gin largest

single nation ci market for nergy in fffcal 2011 acc unting for

167 of ectern ii revenue for thr 5cr tor Following the organm

rational changm wluch becanic effective as of October 2011

the Sector Renewablo Energy Division was split
into Wind

Power Division and Solai Hydro Division

Our ii tin 8cr tor offers customers comprehensive

portfolio of medical solutions across the value added hare

ranging from medical imaging to in vitro diagnostics to toter

ventional systems and clinical inbormation technology sys

terns all fiom single sounr in addition the Sector pro

sides techrucal maintenance professional arid consulting srr

vices and together with SIS Inca icing to assist customers in

purchasing tIme Sectors products The Sector comprise the

three Divisions imaging theiapy Systems Clinical Produc

ann Diagnostirs Furthermore the Sector consists of the Sec

tor Opt rational Unit Customer Putrons that manages 0cc

salr and service organization as welt as the Business Unit

overing hospital information syterns and Audiology Solu

tions crc ton led Business Unit at provides hearing aids in

addition to tire financial results for the Ser ton financial result

are also nepontod externally for the Diagnostics Division rice

Scctors business activities are rd ctively unaifec ted by stiort

term coo iorniz trends but are depc ndent on regulatory and

policy developmrrctc around the world As of Septenitic 10

2011 the iIoaltt care Srcton had 51000 employees and in Ire

.ii 011 neporierl extemcal venh1es 412 tin billion Of

fig no t6% we attnibutahte iii ibm region roe pricing Cue

Afucc arid the Middle Cast 42% to the Americas curl

22 to Asia Australia By far the largest singlE naIl vial market

tom Healthcare is the with 33% of external revenue for tue

5cr tor do ing fiscal 2011

In genr ral the segmirent cc orripni grim

ty stakes held by Sic noes that are ocr ounted Ion by tire egurty

method at cost or as current available for sale financial mets

and are not allocated to Sector SIS Cermtm
ally rmranaged port

folio ictivities Siemnrcs Real Estate 5811 Corpomate item

Comporate Ireasury br stn tegrc reasons Our miami rrcv et

rrments within Equity Investments are our stake ob apprnxi

mately 50 0% mm Nokia Sicrnens Networks tI NSN our

30 cm dcc in BStl Bocr ii urid Siemnrns HausgerSte mbH

BSH as welt rs our 79 0% stake in Enterpnisr Netwrrks hold

togs By EN

is an irr.teriiitional provider unarm

rich solutions in tire busmnes to brisinmos arc SF5 suppomne

Sieorons as well cc urd par ies in the industry areas of india

try mnifratruc tune energy and healthcare SI finances moIre

structure cgurpmenl and veomkmg ccpitsi arid supports md

advises Smenriencs onc nnir iiaanciil risk srrrl ii net rnt

rncnrimrfemenr ny inrgnaninr1 brie irnnj expeni ice arid inrdn nni

ci knowhow SIS creates value for its customers arid helps

thcm strengthen their coinmpetmtivcnmc As of Septemher

2011 SIS had 000 nsployees

Within ties report we prrwide fincmnriai measures for our

three Sectors and for eleven Divriomcs of cur lectorl these Ii

nmannmal measures include new orders revenue profit and

profit margins on Fr icily tnvr stiiconitc we cpnmt pm tot mod in

515 we report profit and total assets me cash flow arid fur

then mnlonnniatron is nrpomte for ran reportable segrnment in

thin Notes to Consolidated rnaiicral Statements For imcfc nnr

iron related to the definition of these financial me csure en

tmr the neconcdiatroi of segnndent Imnancrcl measures to hr

Consolidated Financial Statomi rits see

mid
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On geographic basis Siemens wis subdivided into 17 Re

gional Clusters as of September 10 201 which aro in turn as

signed to one of our three reporting regions We report finan

cia measures for those hroe rogio is

Regional St3UtUre of trpnmbr 20 2011

In addition we report finar cia information at group level for

con sin major countries within each region including Gonna

ny within the region Europe CIS Africa Middle East 00

within the region Americas and China arid India with

in the region Asia Australia

CL21 GLOBAL MEGATRENDS

Global inogatrends are long term developments that are cx

pectod to have an impact on all humanity We at Siemens view

demographic change urbanization climate change and gin

balization as megatrends that we anticipate will drive global

demand in coming decades We have therefore aligned our

strategy and tusmess activities with those developments in

cluding most recently by implementing otir new Sector strtrc

inn with infect from OcioLr 2011 In oir Energy lhatth

care and Industry Sectors and the new Infrastructure Cities

Sector we are developing pioneering products and solutions

which we believe are capable of dealing with their ost signifi

cant challenges of our time These include contributing to im

proved hoalthcare for growing and agir ig population help

ing to save our climate and resources through sustainable en

orgy generation and shaping urban infrastructures in an en

erpymffu lent and thus environmentally Iriendly way

ig includes two major trends the worlds

population continues to grow rapidly and to get older his es

tinsated that by the year 2050 the worlds population will

reach rune billion ompared to approximately seven billion

today By then life expectancy is expected to be at global av

emage of 76 years compared to 68 years today and 46 years in

1950 flits will challenge the ability of future lrealthcare sys

tems to make affordable healthcare available to everyone

Sierriens provides innovative medical solutions that can help

to reduce healthcane costs while at the same time improving

the quality of healthcare through preventive care and early

diagnosis of disease two essential requirements for living

longei healthier lives

refers to the growing nuiriber of large densely

populated cities around the world This includes both estab

lished metropolitan centers in uidustrtalized nations and fasi

rising urban centers emerqirig economies In 2009 br the

first timc in human history more than 50% of the worlds pop

ulation lived in urban areas This percentage is expected to

rise to about 70% by 7050 coinciding with rapid overall popu

latron qcowth as mentioned above Accordingly there is

strong lemand for sustainable and energy efficient ifra

structures for buildings transportation systems arid energy

and water supply We binieve that Sieniens wide ranging port

folio is well suited tor improving the quality of life in cities

We believe that our products arid solutions lo mantifactnn

mg urban transit building construction power distr ihuti in

ottO Ut
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nd hosprtaI among other things can help to advance mo

hility security and an adequate supply of lifes basic mequimo

rnents irir at the same tune reducing their burden on the

eisvrronrnent

in is fact The average global surf ace tempera

rum increased by 0/6 between 1850 and the beginning of

the 21 century If carbon dioxide emissions continue to rise

at the same rate temperature incrc aces of lowest emir

smon scenario to highest eonssren scenario are forecast

for the end the 21 centusy which would have far ieaching

consequences for civiliratmon and our entire biosphere The

reductior of greenhouse gas emissions is vital to avoiding in

creasinqly drastic effi etc on our ecosystem There is strong

need for innovative sec hnologmes to mncrr am efficiency andre

duce the err issiens related to energy genematien and con

suinptior Siemens is leader irs climate protection technole

gies including but not lunited to increasing the efficiency of

power generation from fossil fuels generating eneigy from

tern wable sornee such as word and solar men sPrig the of

riency ar peiformance of electri al grids rnrressing the en

ergy efficiency of transportation ulutmons arid industrial pro

cemes redccmng the nergy riced of buildings and ieducing

emissions from all of the above

Ii refers to the inc easing integration of the

worlds economies politics cultuie and other areas of life Bc

tweers 1950 nd 2007 the volume of global trade expinded at

an average annual rate of 2% ic number of multin itmun al

enti rprrses rose qlebally from around 10 000 in 1968/69 to

more than 80000 in 2008 deb ihzatiou leads to increased

comnpelit ye pressure and demand Oi Err onnmical tmnsely to

market high quality products and solutions With our offr

gs we ann to increase our customers productivity by facili

tating process and energy efficiency improvement arid the

flow of eons fri addition we believe that our pre ence mm

iraurinl 190 ountries pufs us ut in excellent position to berie

fit trem above average growth in emerging narkets

22 STRATEGY OF THE SIEMENS GROUP

Our is to be pioneer in

energy efficiency

rridusti id irecluctivity

afforch ble nd Ide onolizcd heltlcare inc

ntelligent infrastructure selutmcrn

ii IS

Ihis vision is reflected vi our company strateey ruh guide

us on turning our vu ion into reality Above al we are sirnoig

to he market arid techriolo leader irs our businesses ha ed

on our corporate values to hr ibfe ant

We behmr yr that this app each will position us to

cc breve sustainable profitable growth an to otrtpacr our

competitors As an imitegratr technology company we mntn mid

to profit from the megatrends described abovr

Our strategy comprises whit we call our three

tuirn

focusing en mnirievation driven growth markets

getting closer to our customers and

using tise power Siemens

is our mainevierk for sustainable valuer restion

with financial target system for capitalefficient gruwt usc

the go of con tinueu mnipievnnirnt rd itive to the Set

and out competitors

We will mneasune our performna ice against our competitors

Our goal and our asprrairen vi ensistesitly emtpcrfeiri ii

competitors and to set standards len oadership with respc

to finauni ial performance as wel is oprratmonal strer i/fir the

financial target system of One Siemens define fmnsanc it

performance mdicatm mc br mevensue growth for apital Ifs

niernc and prod tabi ty curl for the optimivitmuis of our gilt ci

structure Irs additions we set tmmmrdle ates that gnsrwrally nierd

to be considered before acq usitien me executed unthes wr

defined an mmirimcatoi targc ted at an attractmvc dmvid nd point

We believe that thmne indicator will play lcey
mole in dr vmng

the value of our Coimipany 1cr hmnthem mrmferni stion eo

fcr achieve our goal of ustairmably enhancing the valu

Snetmmeris ann of exploiting the fell potential nit our mrnteqnatrd

ten huelegy coinpary we avi ntefmoerl three ommnetr ic is

areas along cccli of the three strategic dime tinnmS set foith

abevr which we aim to anldrws in tire year clii ad In the

stmsmtrqmc
direction of ii

cur Inst for mis err to

We mint rd ii oucr stmate ems misisnivatiosi

amid ten hnolcgy dirvers osarkets that ml ferris tire basis

Uieimsn irs core hnmsmnss nn the future for cx mmplr by piov cl

sg telhmgcmst rd sstainPihe hsfastmni tare solution for

worlds cities Our secomsd bryn amra is to

We are mtivrly nd ysteinssfi ally nm nij our

ins

no

41

Ii ii



portloho with the principal aim of achieving or maintaining

no or no position in our rurrent and future markets lo

pxevd ale ir nvmron or at cdli lie is our third focus

area Not only does our Environmi utal Portfolio enhance our

Company revenue it also makes significant contribution

to climate protection Within our One Siemens framework we

have set ourselves the target in fiscal 2010 to oxceed 40 bil

lion in revenue from the Environmental Portfolio by the end

of fiscal 2014 We continue to strive for thai goal although

due to the planned public offering of OSRAM AG it will be

more challenciirig to achieve it

fri the second strategic direction of ii rio It our

to orir of our locus areas is to Ic png

it while maintauimg our position in our established mar

kets We plan to offer more products solutio is and services

for the rapidly growing ntrydevel segments which are more

price sensitive and mostly found in emerging markets As

consequence we aim to continuously ox measo our share of

revenue irom emerging markets second focus area is to
rv sr nv which is highly diversified and

broadly distributed throughout our Company We believe that

the large installed base of our prooucts and solutions at our

clients provides promising growtf opportunities for our ser

vice business Services play key role in profitability at

Siemens ind in addition long term service agreements are

less likely to be imnpac ted by econc eric fluctuations To mt

mm nr and to increase customer satisfac

lion is our third focus area We believe that ustomer proxrmi

ty and local presence are importan factors in being able to re

spend quickly to changing market requrrerner ts

In the strategic direction of ci po Srcu ii our

first focus area is to ago it In citric id It

of our employees We imavt4 continuously in expand

ing the expertise of our people through demanding training

and education programs We aim to develop our employees

worldwide by identifying talent arid offer mg challenging

tasks To ci rmuriivni xii rug ji lpe ul cc

is our second focus area which involves strengthening

diversity We nelieve that the strong potential of our employ

eec skills experience and qualifo ationis can give us clear

competitive advantage in our global markets The third focus

area is to in to grity On the basis of our values we

have formulated clear arid binding principles of conduct that

cover air aspei ts or our entrepreneurial actrvnres

C12 SEGMENT STRATEGIES

The following overview of the strategies of our segments

takes into account the new Sector structure that became el

fective as of October 2011 All Sectors shari the common tar

get established in our One Siemens framework to grow faster

than our competitors without compromising profitability in

order to reach or maintain leading position in their respec

live markets

Our In igy Sector covers the entire energy landscape corn

prismg large power plants distributed generation trarrsmis

siori networks and energy storage As an integrated technolo

gy organization with thorough understanding of local mai

kets around the globe the Sector offers comprehensive

portfolio of products solutions mud services They help our

customers to provide reliable and affordable electric power

while becoming more efficient in energy ccrrisurnpl ion and in

reducing their environmental irripact The Energy Sector occu

pies leading position in its industry in terms of technology

and continues to set industry star idards

Our Icaltl re Sector strives to be tin pioneer in affordable

and personalined liealthuare We runt to geneatc high returns

by helping our customers to gain efficiencies in healthcare de

livery key imperative to meet globally increasirrg demand

for healthcare in constrained budget environments We drive

innovation across our portfolio to meet tomorrows clinical

and financial demands of eric customers and to continuously

improve our cost position We push operational excellence in

our various businesses and tap into new growth opportunm

ties in healthcaie choracterized by closer integration bw

tween diagnostics and therapy and by increasing demand

from emerging markers The Sectors integrated approach

combines medical nfl aging and therapy systems laboraro

diagnostics and healthcare IT systems to address the ntire

medical treatment chain from preventiorr arid early deter

cnn to diagnosis therapy and aftercare

Our lid ry Sector is one of the worlds leading suppliers of

productivity flexibility and efficiency offerings for industrial

enterprises the Sector aims to make its customers techno

logical processes such as production or engineering more

ompetitive over the entire lifecycle of thorn technology in

vestments the Sectors innovative arid environmentally

Irrendly products systems services and solutions ame de

signea specrfically to rrmcnease tIre piudurtivrty aud flnxrbuliiy

of its customers and to help them to maLe more elficment use

of resources and energy Our Industry Sector relies on corn
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As the beginning ol hscal 2011 we intcoducod

our ci yp hi

for iurthec infocmatmon see

As pact of One Sieniens we have developed hnancial

target .ystem for ipit slaffiniecit growth that we believe will

chive the value of our olnpaciy Our go Its to achieve onuci

tious improvement relative to th niaclcet and ouc ocupeti

tots The fimtanc lab tacget system of One Sienicns deletes hidi

.atocm tot awcciue growth opmta efciacicy acid pmotitahmhuy

the opilinizatlomi of oui capital ituctuce innl out dividend

policy in sdchtion we set hurdle stes th mc generally need to

ho orisiclecerl before rcqulsltlons ale exr.cditc ci

Ci 32 CAPUAL EFFKJENCY AND PROFIrABUJI

Our slid to woik profitably and is efficiently p0 nblo

with the capic il of cmor stisceholdecs and Icc decs As pact of

One Smemens we monicoc our capital efhcioi cy using adju

cci return on capital employed or wInch

reported on contimiunig operations hisis This nieasucc

sesses oui income jenonatnon from the point of view of our

shareholders and Ic iders Rift Ii adjusted is definer is in

come icons continuing operations before interest after tax cli

mdcci by average pita employed For mfonmation cmi thc

calculatiomi of ROCF sclcisIed and it compo tents see

Out target is to ichneve 110CC adbusted of C/ to 201

Smemnens weighted average coat of capital WItOC cucc ntly

estimated at appnoxnnnately 56/ ROt adlusted in nut vi il

years 2011 and 2010w is24 Oh intl 11 40 cespectn ely

In hcie with comnmon or ictiu inn the fir an rat try ccs mdci

try ietocn on equity iftec tax ma
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resenting 30% to SOuIo of net incomr which for these pur poses

wi adjust to exclude selcrted ext optional non ash effects

We intend to fund tire dividend payout from our genexated

Free cash flow The Managing Boa has proposed dividend

of 300 fE hare the final 20 earnings of Siemens Ad

represent ng total payout of 112 billion based on shares

outstanding as of September 10 2011 Payment of the pm

posed dividend is contingent upon approval by Siemens

shareholders at the Annual Shareholders Meeting on January

24 2012 Based on this proposal the dividend payout peront

age would be 41% for fiscal 2011 based on riot lucerne of 46 321

bilbon The percentage for fiscal 2010 was 46% based on to

tal dividend payout of 42 356 billie rand net income of 14 068

billion The net income for fiscal 2010 was adjusted for excep

tronal non cash effects of 069 iRon related to impairment

eto rges at diagnostics

Ci3S ADDITIONAL INDICATORS

In idditmon the fmnancirl indicators discussed above we use

everal ocher metrics to assess the cc onornic success ol our

Fusimrcss activities 10 determine whether paiticular invest

sent is likely to generate value to Siemens we use net pies

erit value or economic value addsd EVA LVAM considers

tIre cost of capital iii calculating vslue creation by cornpaunrg

the exported earnings of an investment against tIre cost of

capital employed EVA/C also an nsdmcator for measuring

capital of iciericy in riur Sectors arid SOS

10 nieasnre our liquidity rnanagr moist we analyze the net

working capital turns of our operating activities as well ss the

capi al expenditurr rate defined as the ratio of additions to

itarigthle Cssets arid property pla it and equipmient and sddm

turs to assets hcld for errtal in ouertrng leases to dpre..ia

tion arid limp sirinents of property plant md equiprncnt or

of rover als of inparrinents as well as amortization and ins

pairinrents of intarigtblc assEts set of reversals of unpan

merits as presented is

Goodwill impairment is excluded For our capita

expeirditore rate we have set tamqet is rge of 05/ tel 1511 For

further information see

In addition set hurdle rates that generally nerd to

be considered before icqursitioris are executor In general sc

quisitrons treed to be accretivo to within two years after

the closing of the transaction and riced to be in line with ir

ROLE adjusted target within three
yr sri after the integration

frI

C141 RESEARCH AND DEVELOPMENJ

In fiscal 2011 our research sod development RD sctmvitre

were targeted as befr re on onsumn A/ long term future via

bibty enhancing technuirig al connpetntiveness arid

optimrzirig the allocatiorr of RD resources

As no previous years in fiscal 2011 intelligent mnovetioni mar

aqernent helped Siemens develop key tcclusologics arid hniirg

important innovations to market maturity Examples of uc
ceesful lomional ions hem CitIooiv PnvimcinnientmI Pom ifotno

fiscal 2011 include thu lati sn your no non of gas turbines is well

as High Voltage Direct Current HVIX transrrirssioni techi olo

gy Tire worlds most higlr powered in turbine ii mcmrrer tly

operating nrr lrschimig Bavaria In combination with steam

turbine it rear lied sri extraordinary efficiency level of 60 /511

smid arm ouiprii cii 5/8 mneqawat in May 20J Be3inurrmg or

2013 six of these turf mci will hr rating in Fbi da wtr

Florida Power Light is inodemnrrrrg its power plants iii ord

to achi we or savings of alomost US$1 hilmic over the tim

hines lmfecycle HVOt tecFnrolegy Sri transport mdcc Inc icy

over thousands of kim meters wit ounirnia losse for xam

pie in Chirra where Sir mnri IVD trim rnssron Immic ry

ing world record 800000 volts onnrects hydmoelcctri ow
em plants in Yunnan Provmmrre wrtln metropolitan areas ur the

Pearl River Delta This technology aLo ideally sorted to curs

nec wind parks located far offshore with power grids on issid

with high riegree energy ctfic lency

rho overall focus ol our RD act vmtic for examnmpl thom in

ocnm nvironrnental Pcnrifolmn is on imrcreair the efficiency

of both renewable nrd comnvemi ions power goner atmon iii

proving low loss power tram snnissioni as well as air inuring

new solCtnns for rerelligeot power rrotworke fsmimt gird

islam emiergy carbon drocidr separation in power plants in

enengy stonage systr
ms for volatile reuewabfc cmli ng es 101

them ferris areas arc tire promo ion of rmnome etfi merit or cigy
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use in building technology industry and transportation in

eluding for instance electric vehicles from drives to faster

charging stations as well as the further development of we

tc and air purification systems and drinking witer puriflea

lion with new membrane ter hnolocpes our researchei and

developers are laying the toundattor of our sustainable growth

Since 1995 Siemens has been awarding the title Inventor of

the Year to particularly successful RD employees whose in

ventions are making significant contribution to our ompa

nys success The innovators who won awards in calendar year

2010 alocce have icyistered mpproxiuiattly 1300 pmtetrts

We aim to continue to strengthen our innovation capability In

fiscal 2013 Siemens spent 43 925 billion on Rl The intensity

of our RD activities defined as the ratio of RD expenses and

revenue was 5.3% for the current fiscal year an increase corn

pared to fiscal 2010

In fiscal 2009 Siemens introduced new

approach to innovation that is the key to our futuie With

this approach the days of closed doors in the laboratory are

over The aiIn of Open Innovation is to bring together the

worlds best people from the fields of science and business

CooperatIons with top international universities and non

university research institutes are essential for the research

and development activities of Siemens An international

structure enables us to stay in tune with the times recruit

the best people for our teams arid integrate various cultures

and research approaches into the orgonization Ihat is the

reason why Siemens enters into or maintains more than

1100 research partnerships every year with universities re

search institutes and industrial compinies all over the

world The great variety of Siemens partnerships networks

arid contacts has already led to the development of many in

novations at our Company tn fiscal 2011 the Open Innnva

tion approach has received awards all over the world

Siemens was the isinner areon 41 compettorc for the title

The European Most Admired Knowledge Enterprise MAID
which is granted annually by the tJK based corporate eon

sulting company Teleos Furthei in loll the Chi icse finer

ness magazine Global Entrepreneur honored Siemens Cor

porate Technology in China is the best RD center in the

country for the third time in row

In addition Siemens takes part in publicly funded research

programs sponsored by such organizations as the European

Commission the German Ceder ii Ministry of Research and

Education the German Federal Ministry of Economics and

Technology and the German Federal Ministry of the Environ

mont Natunc Conservation and Nuclear Saftty Sietuenir ie

searchers have participated in hundreds of proleets tundc

by the European Union since 1984 Accoidrng to current

the Industry Sector invested billion with an RD intensity

of 5.0% the Energy Sector 41 fib ion with an RD intensity

of 5% and the iealihc ire Sec to 41 billion with an RD
intensity of 94% Corporate Technology CT our central no

search department spent additional RD funds

in our ceritinubig operations we had art average of approxi

mately 11800 RD employees in Geimany and approximately

16001 RD employees in al out 30 countries outside of Ger

marcy during fiscal 2011 including tie U.S China Austria

dra Slovakia Switzerland the OX noatia Sweden Den

mark Mexico and France

Siemens now holds approximately 53300 mit worldwide

in its ontinucrir operatic mc compared to approximately 51400

patrrrts last year In terms of the number of published patent

applications in calendar year 2011 Siemens in total ranked

third in Gcrinany arid for tire first trite in tire companys iris

tory first in Euiope In terms of th nember of patents grant

ed in the Smenieris in total inked ninth in calenclci year

2010 Ibis marked the first time since 2005 that we were

placed among the top tort By comparison in crlrridar year
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analysis Siemens therefore is one of thi most successful in

dostrial companies in the Luiopean Commissions research

procams She most important teseatch aieas include the de

velopinent of sustainable technologies the networking of

it hums iii technical inateiial tO sustainable and in

sovative nethod of diagnosis and irs alinent in the public

health system Siemens participation in such rssesrch pro

grams enables the Company to stay abreast of the latest de

velopinents in variety of innovation and research areas and

to obtain large amounts of new knowledge within its inter

national mearch partnerships Al the same time particularly

valuable setworks sic being fort ted with the woilds best

research institutes with customers arid competitors and

of coursc with the most talented upand coirnng young

reeaichers as well

ci Ic gy woiks closely with the RD
teams of oui Sectors and Divisions to facilitate this coopeia

tion Cl which has more than 400 employers is set up am

global network with primary locations in Cerinany the

Au ttna Slovalcia Russia India China lapan Denmark and

impapoic Among CTs employees more than 500 softwsre

ergiueen at locations in Lurope India and China leselop

antI implement software for new products and services for

our Secto

Sec tort concentrate their RD offorts on the next gem it

lion of their products and olutiorv which they ate prepar rig

for succetsful market hunch By ontrast the aim of thi

worldwide network of our IT expe is to be strong rnnova

lion pastries for the Sirineris opcia ional cinits and to cite their

expertise to safeguard our onipanys technological hours in

strategic ally npoitant areas Cls ernployces contribute their

in dopth understanding 01 undairtental techmtologmm mod

els md trends as well as substantial software and process

know how to Sicirmens The CT omganizaoorm cooperates with

universitin and with the research cornmurnty all over the

world

Ihe moug ny 50 tcchnolocjy heIdi covered by Cls global me

sears ii network inclcide matcrials that help to enhance the ef

tic iency Siemnen molt lions sec irity toftwame arid system

know how microsystems production proc esscs energy ted

nology anti sensoncs CT is mlso researching ncw solutions

di automation itt odical irifoi mat ion systems and imaging

iruces ton

UU
23 or

CTs technology port tolio is scrpplcmented by lighthouse proj

ects which are designid to creatc new busine opportumtnes

for Siemens including elect ic mobility srnar grids snd tim

processing and tecyching of aw materials All of these ame ir

eas of tremeimdous strategic mnportanmce for Sic men

In additions to reseaiclm and development also hamndle

global patent nnarmaq ment br Sieniens More tI an 400

perts support the temp my irs are mm such as the mc gistraoon

implementation and explo tation of its mndustmmal property

and trademrmamk rights

Amnong the RD priorities iii the Sc don is the II

based integration of pmodum planmrinmg acid pi000 tiori pro

cesses into pmocluct imfecycle mar agement Th objc mtmvc to

accelerate tIme processes at cach point along the valcme added

drain with the aim of medcrcmmig tmme to market by as much as

50% The fcmrthem development of automna ion techm ology et

pie iahly sottw ire plsyr crucial role in tIns respect in add

tiorm time Industry Sector is tniwng to ac dew gmea en energy

efficiency lower the ormsumptimrn of roe materials an me

duce emissions The same goals are being pumued in curl

Len with 1mm dovelrOmenc ctm hi hi peOomnanw building on

trol tmm hirology tramrspomtatron systems featuring mergy tav

mug drives and 0mm Complete mobility appmoach which aim

to immtcrqmate the various tnmmsportation systems ims ordem tc

bring pc ople antI cds to the destinations nmome mapidly

more efficiently amid more irnfomtably lhe new lcxhongdir

tance train will also be par of this approach to nmc bdity Iii

May2011 Siensens amid the German mom1road company ulsi he

Bahnm signed contrrct Ion onstrimctron of ri to 300 cmliii of

tint nmodcl The ICx rt one ol the worlds mime modems ha mr

We expect these immrnov stive tmamnr to con ummir abcmisl Ics

nompy pem seat titan Dc utsc In halos cxisnrq blest lIrm ad

vance ms due to improved ac rodynamics amid lighten comm tcuc

tioim which reduces the weight of 200 nielem train by son

20 mnetnmc tons

Our RD activities mrs the Sector are fucused omi dcvc

opimig methods for the chic iommt rlenematmon tionen in

distnbution of liectmit al cisc rgy In thms rcgard the onivens cmii

of existing power grids to simmait grmcls mit panticcmlam is

cd tc play numjom no these mmnlehbgent grids are the pme eq

umsmte fcrm sustamnahic energy ryntenrs amid for mcliii hug tic

optimal Integration of incroasmngly large nnrounts of renew

jle energIes mmd futcm dccli ohmc lrs info thc ieiqy n1

Other ton ml points iclcmcle goa loss wnmmd power p1 mdmt hc
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C.1.4.2 SUPPLY CHAIN MANAGEMENTnumber of components of which has been halved in order to

reduce maintenance costs and increase profitability for the

customer innovative technologies for the low-loss transmis

sion of electricity the use of new gas turbine generations to

enhance power plant efficiency materials for turbine blades

and technologies for separating the greenhouse gas carbon

dioxide from the flue gas produced by fossil fuel-fired power

plants

RD activities in the Healthcare Sector axe influenced strong

ly by rapid population growth and significant demographic

changes including in particular rising life expectancies low

birth rates and the inversion of historical age-group pyramids

in Europe the U.S and other populous areas of the world

These trends put increasing pressure on healthcare providers

and healthcare technology to gather more accurate diagnostic

information more efficiently about wider range of potential

disease conditions and integrate that information more ef

fectively with treatment options Accordingly the RD activi

ties of the Healthcare Sector focus particularly on innovations

that assist customers in optimally meeting this challenge

One area of innovation involves combination of various im

aging methods that provide increasingly detailed and faster

three-dimensional insights into the body of patient while

subjecting him or her to less discomfort One example is the

worlds only fully integrated whole-body magnetic resonance

MR and positron emission tomography PET system Bio

graph mMR which for the first time allows physicians to si

multaneously see the position of organs within the body

their function and their metabolism In this way they can for

example see the position of tumor identify its type and ob

serve its activity Siemens combines imaging processes of this

kind with modern therapeutic measures laboratory diagnos

tics and information technology to create vastly improved

coordinated workflows In its efforts to optimally respond to

market demands the Healthcare Sector gives equal priority to

product innovations that automate clinical work processes

and on optimizing laboratory diagnostics As result of the in

formation provided by the various diagnostic methods doc

tors are in position to identify diseases even more precisely

and at art earlier stage They are also able to tailor therapies

more closely to patients needs by monitoring the effect of

medications more accurately and exploiting the evaluation

and analytical capabilities of modern computer technology

The Sector is also involved in the targeted development of

products that meet the specific requirements of healthcare

systems of emerging countries which enables us to assist in

developing primary medical care in these countries

Supply chain management at Siemens aims to contribute to

the success of our businesses in significant and sustainable

way The principal goal of all our supply chain management

activities is to ensure the availability and quality of the mate

rials we require to serve our customers To achieve this goal

we need globally balanced localized and close-knit network

with our supply base well-designed cross-functional ap

proach to leverage the innovation power of our supply base

for Siemens together with clear focus on global functional

excellence in execution Last but not least we believe that

putting special effort in attracting and developing the best

employees is prerequisite to excel in all of the above men
tioned fields

The past fiscal year proved to be year of significant challerig

es for our supply chain management Dynamic developments

in the global economy put strong upward pressure on prices

in supplier markets In addition certain developments pre

sented particular challenges for our global supply chain net

work Examples include sharp price increases for rare earth

metals and the Fukushima incident in Japan Our network

managed to rise to these challenges in all respects Especially

with regard to the incident in Japan Siemens avoided supply

shortages and consequential line stops while further strength

ening its trusted long-term relationships with Japanese sup

pliers Overall our supply chain activities continued to con

tribute in substantial and sustainable way to the success of

our businesses in the current fiscal year

The Supply Chain Management Initiative which we started in

2009 was transferred into permanent organization in 2010

central element of the initiative was competitive globally

balanced supply chain network One key to achieving this bal

ance is increasing the share of our sourcing that comes from

emerging markets Global Value Sourcing countries which is

measured in our Global Value Sourcing share We had set our

selves the goal to increase this share to 25% of Siemens total

purchasing volume in the medium term We achieved this

goal by the end of fiscal 2011 with 27% for Siemens in total

The global balance of our supply chain network continues to

be central part of our supply chain management strategy

Another important topic for supply chain management at

Siemens is sustainability in our supply chain Siemens re

quires all its suppliers to comply with the principles of our

Code of Conduct for Siemens Suppliers and to support its im

plementation in their own supply chains as well We also initi
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ate worldwide on-site sustainability audits by external experts

to ensure the fulfillment of our standards and to encourage

sustainable business conduct throughout our entire global

supply chain In addition we made the Siemens Energy Effi

ciency Program available to suppliers We work with our sup

pliers to conduct environmental and energy efficiency checks

and identify opportunities for reducing the consumption of

energy and other resources In this regard we draw upon the

expertise arid know-how gained in connection with our own

environmental program and our Environmental Portfolio

With the start of the roll-out in the current fiscal year we are

focusing first on consulting approach with onsite assess

ments at selected suppliers In fiscal 2012 second wave of

the Siemens Energy Efficiency Program will follow featuring

cost-free self-assessment tool So far we have received posi

tive feedback on the program and are confident that the first

1000 suppliers will have joined it by the end of fiscal 2012

C.1.4.3 PRODUCTION AND QUALITY MANAGEMENT
In-house production is one of the most important corner

stones of our operations Siemens operates in excess of 285

major production and manufacturing plants in more than

40 countries worldwide including facilities at certain joint

ventures and associated companies major production and

manufacturing plant is defined as facility at Business Unit

level in which raw or source materials are transformed into

finished goods on large scale by using equipment and pro
duction resources such as machines tools energy and labor

Around 140 major production and manufacturing plants are

located in the region Europe C.I.S Africa Middle East around

75 major production and manufacturing plants are located in

the region Americas and around 70 major production and man

ufacturing plants are located in the region Asia Australia With

more than 135 major production and manufacturing plants

the industry Sector accounts for the greatest proportion of

these followed by the Energy Sector around 110 major facili

ties and the Healthcare Sector around 40 major facilities

Key elements of our production site strategy are the sustained

improvement in the cost position for our products and solu

tions as well as the development of new markets In one of

our largest growth markets China we have presence based

on 45 major production and manufacturing plants One of the

most significant features of our production activities is the di

versity of products volumes and processes The spectrum of

our products ranges from hearing aids to 600-tonne steam

turbine production volume can be anything from single

customer-specific order to high-tech serial production and

production processes range from automated production in

clean-rooms to manual final assembly of major installations

on construction sites

Through the adoption of the Siemens Production System

SPS we aim to continuously improve our global production

processes The SPS is our structured approach to designing

and operating the production operations of Siemens in accor

dance with the Lean principles These principles are directed

at generating customer value by reducing activities with no

customer value add in our business processes through vari

ous methods and principles This helps us satisfy the increas

ingly demanding requirements of our customers as well as

consolidate our cost position and that of our customers com

pared with competitors

With the implementation of the Lean principles in our produc

tion operations we aim to simultaneously achieve both short

er lead times and higher quality in our processes products

and solutions This again enables us to react even more flexi

bly to our customers demands and to increase our delivery re

liability Our employees play major role in this process by liv

ing the principle of continuous improvement By now the SPS

has already been established in more than 150 of our major

production and manufacturing facilities worldwide

It is our strategy to ensure that all of our production and man

ufacturing facilities apply the Lean principles and that these

principles are also adopted by indirect functions such as ad

ministration or engineering For the latter purpose we have

widened the range of our lean expert qualifications by add

ing specific training programs for employees engaged in ad

ministration and engineering development By the end of

fiscal 2011 an accumulated total of more than 370 employees

have joined and in part already completed lean expert quali

fication programs for production and for administration

Another important step in fiscal 2011 was the set-up of SPS co

ordinators in our regional organizations in order to provide spe

cific support to the Divisions in their local production facilities

We believe that Siemens is known for high quality as an es

sential component of meeting customer needs Outstanding

quality in our products and solutions is therefore key suc

cess factor for our Company We aim to maintain strong cul

ture of continuous improvement and high transparency In

this context Siemens has developed comprehensive quality
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approach throughout the Company to increase the quality of

its products and processes Siemens has defined binding stan

dards in the areas of quality responsibility quality controlling

process quality and quality awareness for all Siemens units

worldwide

The quality management organization with some 10000 em

ployees in our continuing operations is well-established at all

levels of our business and is operating actively for quality

management and quality assurance within our Sectors Divi

sions Business Units and regional Clusters In particular it is

important to ensure that quality is measurable and transpar

ent Our main objective in tenns of quality is high customer

satisfaction which we measure using the Net Promoter Score

For further information on the Net Promoter Score see

C.l.4.4 Distribution and customer relations Internal audits

and assessments together with regular benchmarking help

us to ensure the effectiveness and further development of our

quality management The Siemens Quality Management

meets and in many respects exceeds the requirements of

relevant recognized international standards

The quality of our products and processes critically depends

on the capabilities of our employees Training on quality is

an integral part of our corporate culture Siemens provides

comprehensive range of opportunities for quality managers

managers and employees to develop their skills The profes

sional development options include web-based solutions

training plans specific to particular target groups arid on-the-

job training The customized portfolio of training courses is

regularly expanded to complement the traditional areas of the

Siemens Quality Management approach like quality manage

ment in projects inspections and audits as well as quality

tools Training courses are developed in cooperation with ex

perienced internal personnel and experts from universities

and partner institutions In this way we ensure that there is

high degree of transfer of expertise within the Company as

well as with external specialists

Product safety is an essential aspect of product quality and an

element of technical compliance For this reason product safe

ty is also comprehensive objective of the entire value-added

process Safe product design encompasses the safety of all

products and services developed manufactured and sold by

Siemens It involves and defines requirements for just about

every function in the Company und addresses the entire lifecy

cle from development production and maintenance Irepair to

enhancement/modification until final disposal Accordingly

we consider legal requirements and relevant standards as well

as the current state of science and technology

C.1.4.4 DISTRIBUTION AND CUSTOMER RELATIONS

Our Sectors Divisions and Business Units have global respon

sibility
for their business sales and results They are able to

support customers around the world directly from their re

spective headquarters especially for large contracts and proj

ects However most of the Siemens customers are small and

medium-sized companies and organizations which require

local support To address local business with them Siemens

is able to draw upon large global sales force which is steered

by our regional companies They are responsible for the distri

bution of the Siemens portfolio across our Sectors and Divi

sions in their respective countries This keeps Siemens close

to its customers around the world and offers them local part

nerships that provide fast and tailor-made solutions to their

business needs We believe that our presence in around 190

countries gives us an important competitive edge in our mar

kets Because of our long-lasting local presence we are often

perceived as local citizens Taking the fast-growing BRIC coun

tries as an example we founded our first subsidiary in Russia

in 1855 opened our first permanent office in China in 1904

founded our Brazilian subsidiary Siemens do Brasil in 1905

and our first Indian subsidiary in 1924 An elementary compo
nent of all our global marketing and selling activities is com

pliance with applicable laws and internal rules and regula

tions For additional information regarding our Compliance

Program see CL 5.4 Compliance

An important driver of customer orientation at Siemens is our

Executive Relationship Program which focuses on our large

customers and which we further expanded during fiscal 2011

It is our way of establishing and shaping long-term relation

ships with executives of around 100 of our customers We

have established this program on Managing Board level all

members of our Managing Board keep in direct contact with

key customers and thereby maintain constant dialogue

with them as well as personally listen to their needs In addi

tion this program was introduced on country level involv

ing senior management representatives from our regional

companies

Building long-lasting and customer-focused strategic partner

ships is important for Siemens as our portfolio primarily fo

cuses on capital goods and related services often with long

lifecycles We therefore have structured key account man-
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agement approach in place that allows tailor-made set-up

fitting our customers size and regional structure Our Region

al Account Managers are responsible for our customers in cer

tairi countries or regions across our businesses Our Global

Account Managers are responsible for our worldwide business

activities with customers of specific Divisions Finally our

Corporate Account Managers are responsible for our large

customers with business activities across several geographi

cal regions and more than one Siemens Division

For specific markets that are of strategic relevance for more

than one of our Divisions Siemens has established Market

Development Boards which steer our key account manage

ment activities for large customers and develop market oppor

tunities for Siemens The Market Development Boards aim to

create synergetic effects by combining the interests and re

sources of multiple Divisions and by developing and imple

menting coordinated market presence for Siemens This ap
proach enables us to provide customers with comprehen

sive spectrum of products solutions and services across all

our businesses from single source helping them to address

their most prominent challenges We believe this significantly

enhances our competitive position because we can better un
derstand the needs of these markets deliver specific solu

tions drawn from the entire Siemens portfolio and utilize our

global competencies and resources

To ensure the high quality and continuous improvement of

our customer support we have developed our Account Man

agement Excellence Program and our Sales Management Ex

cellence Program We carry out strength-and-weakness analy

ses as well as training and qualification measures under these

programs aiming to ensure consistently high standards in

our worldwide customer relationship management In fiscal

2011 we introduced our Key Account Manager Certification

Program to ensure high quality and consistent standards at

our customer interfaces

The customer relationship management of Siemens is well re

spected externally In fiscal 2011 Siemens received the Pro

gram of the Year award from the Strategic Account Manage

ment Association SAMA Furthermore in the Dow Jones

Sustainabiity Index DJSI 2011 Siemens again achieved top

position in customer relationship management rankings in

the Diversified Industrials sector We are also responding to

an increasing number of customers and partners that seek

our expertise for further developing their own key account

management programs

Ultimately our success depends on the satisfaction of our

customers and their willingness to recommend us to other

companies In order to measure their approval further strength

en our customer focus and monitor how our relations are de

veloping we use the Net Promoter Score as uniform com

pany-wide standard This internationally recognized and wide

ly accepted indicator which measures how likely our customers

are to recommend us is based on surveys we conduct world

wide once year In fiscal 2011 the survey drew on more than

25000 interviews The results of the survey enable Siemens to

benchmark internally on Division and regional level as well as

externally and to identify areas for improvement Follow-up

activities on the Corporate and Sector levels are started immedi

ately after the completion of the annual survey and we are

closely monitoring progress with specific activities

C.1.5 Sustainability

C.1.5.1 SUSTAINABILITY AT SIEMENS

Siemens has defined sustainability as the guiding principle of

its corporate strategy All our actions are governed by the fun

damental resolve to act responsibly on behalf of future gener

ations to ensure economic environmental and social prog

ress The three dimensions of sustainable development the

environmental the business and the social dimension are

therefore the fundamental basis of our activities In the envi

ronmental dimension we are providing innovative products

and solutions to improve both our own ecobalance and that of

our customers and suppliers In the business dimension we

are focusing on long-term value creation as presented in oth

er sections of this Combined managements discussion and

analysis including C.1.4.1 Research and development And

in the social dimension we are fostering the development of

our own employees and striving to be good corporate citizens

in all the communities in which we are active

Sustainability management and organization

Efficient sustainability management is company-wide task

that requires clear organizational structure and thorough

anchoring of sustainability in our corporate culture All our

sustainabiity activities are steered by the Chief Sustainabili

ty Officer who is member of our Managing Board In order

to coordinate and manage our sustainability activities effi

ciently we established the Sustainability Board the Sustain-

ability Office and the Siemens Sustainabiity Advisory Board
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Sustainability Board

Chief Sustainability Officer

Sustainabitity Board

Head of CEO of CTo Of CEO of CEO of ljQad of Head of Heed of Head of Head of Head of Chief

Corporate Customer Energy lpglng Rail forporete Corporate Corporate Environ- Corporate Corporate Compliance

Legal and Services Energy Therapy Systems Finance Research Strategies mentel Communi- Human Officer

Compliance industry Systems lnfva- Reporting and Protection rations Resources

llealthcare structur and Technology Health end EMEA

Citles Controlling Manage- Govern

ment and mans

Safety Affairs

accodance with the new Seetor structure as of O..tober 2011

The Siemens Sustainabiity Board which is chaired by the

Chief Sustainabiity Officer is the central steering committee

for sustainability at Siemens In its regular meetings it sets

our sustainability strategy and adopts appropriate measures

and initiatives Our Chief Sustainability Officer also manages

the Sustainabiity Office which is responsible for imple

menting the sustainability strategy and for coordinating com

pany-wide programs and measures In our Sustainability Pro

gram we focus targets and activities in three areas Business

impact Walk the talk and Stakeholder engagement In the

first area we turn our approach to sustainability into concrete

business opportunities see Environmental Portfolio in

15.2 Environmental protection Walk the talk means we
are committed to embedding sustainability throughout our

organization and operations In the third area we focus on the

collaboration with all relevant stakeholders

To help us maintain an objective perspective on our sustain-

ability challenges and performance we have also created the

Siemens Sustainabiity Advisory Board composed of eight

eminent figures in science and industry from range of disci

plines and regions of the world None are employees of

Siemens The Board meets at least twice year and through

professional exchanges and concrete initiatives has already

contributed to the further development of our sustainability

program

Furthermore assigned Sustainabifity Managers in the Sectors

and Clusters ensure that sustainability measures are imple

mented in the Company

Collaborating for sustainability and performance

Our sustainability efforts are generally based on our Business

Conduct Guidelines which provide the ethical and legal

framework within which we conduct our business activities

They contain the basic principles and rules for our conduct

within our Company and in relation to our external partners

and the general public Specific issues such as those relating

to the environment are covered in more detailed regulations

and guidelines This comprehensive set of rules is generally

binding for all companies controlled by Siemens

Furthermore we believe that close collaboration with stake-

holders is supportive for us to address complex interlocking

sustainability challenges and topics Maintaining an intensive

dialogue with partners along the supply chain and with exter

nal stakeholder groups and organizations is important for us

Siemens is actively engaged with leading global sustainability

organizations such as the World Business Council for Sustain

able Development WBCSD and committed to international

standards and guidelines for sustainability For example we

signed on to the United Nations Global Compact in 2003 and

became signatory to the Global Compacts CEO Water Man
date in 2008 In fiscal 2011 we joined the Global Compacts

Caring for Climate initiative as member of the steering com
mittee We regularly report on our sustainability performance

using the current guidelines of the Global Reporting Initiative

GB which aim at high transparency and comparability for

corporate sustainability reporting

Siemens has been named to the widely respected Dow Jones

Sustalnability Index for twelve consecutive years and is sec

tor leader in 2011 for Diversified Industrials We also earned

high ratings on number of other indexes and rankings
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including those created by the prestigious Carbon Disclosure

Project CDP Siemens was included in CDPs Global 500 Car

bon Disclosure Leadership Index CDLI for the fourth time in

row with one of the top scores in the world

C1.5.2 ENVIRONMENTAL PROTECTION

Key performance indIcators

ear ended September 30

2011 2010

Revenue generated by the

Siemens Environmental Portfolio

continuing operations in billions of 29.9 27.4

Accumulated annual customer reductions

of carbon dioxide emissions generated by

elements from the Siemens Environmental

Portfolio continuing and discontinued

operations in millions of toils including

an accumulated amount of 68 million tons

and 59 million tons related to OSRAM at the

end of fiscal 2011 and 2010 respectively 317 269

Percentage of sites with implemented

environmental management system 100% 81%

Carbon dioxide efficiency improvement

compared to the baseline in fiscal 2006 22% 18%

Primary energy and district heat efficiency

improvement compared to the baseline in

fiscal 2006 26% 23%

Electrical power efficiency improvement

compared to the baseline in fiscal 2006 12% 11%

Wasse efficiency improvement compared

to the baseline in fiscal 2006 14% 10%

Water efficiency improvement compared

to the baseline in fiscal 2006 33% 28%

In addition to its environmental benefits our Environmental

Portfolio enables us to compete successfully in attractive mar
kets a.nd generate profitable growth In fiscal 2010 we have

set ourselves revenue target for the Environmental Portfolio

within the One Siemens framework to exceed 40 billion in

revenue from the Environmental Portfolio by the end of fiscal

2014 We continue to strive for that goal although due to our

announced planned initial public offering of OSRAM AG it

will be more challenging to achieve it

Including revenues from newly developed and additionally

qualified elements and excluding revenues from elements

that no longer fulfill our qualifications revenues from con

tinuing operations from the Environmental Portfolio in the

current year amounted to 29.9 billion up from the compara

ble revenues of 27.4 billion in fiscal 2010 This means that in

fiscal 2011 our Environmental Portfolio already accounted for

41% of our revenues from continuing operations In addition

OSRAM which is presented in discontinued operations re

ported revenue from Environmental Portfolio elements of 3.7

billion in fiscal 2011 compared to 3.3 billion in fiscal 2010

With our Environmental Portfolio we intend among other

things to help our customers to reduce their carbon dioxide

footprint cut their energy costs and improve their profitability

through an increase in their productivity Our target for 2011

was to help our customers reduce their annual carbon dioxide

emissions by approximately 300 million tons With the total of

our Environmental Portfolio elements that were installed at

customer locations since the beginning of fiscal 2002 and re

main in use today we achieved our goal and reduced custom

er carbon dioxide emissions by 317 million tons by the end of

fiscal 2011

For Siemens environmental protection has two aspects The

first is making substantial contribution to climate protection

through our Environmental Portfolio The second aspect is im

proving resource efficiency and keeping emissions as low as

possible in the conduct of our own business

Environmental Portfolio

Our Environmental Portfolio serves as an example of how we

strive to align our business activities with the aforementioned

megatrends in this case climate change The Environmental

Portfolio consists of products systems solutions and services

Environmental Portfolio elements that reduce impacts on

the environment and emissions of carbon dioxide and other

greenhouse gases defined together in the following as car

bon dioxide emissions responsible for climate change

Reporting principles As there are currently no accepted in

ternational standards for identification and reporting of so-

called green products we report the revenue from our Envi

ronmental Portfolio and the annual customer reductions of

carbon dioxide emissions generated by it in accordance with

internal regulations defined in our Environmental Portfolio

Guideline This Guideline is based on the Reporting Principles

of the Greenhouse Gas Protocol Corporate Accounting and Re

porting Standard revised edition and the Greenhouse Gas

Protocol for Project Accounting Those principles are rele

vance completeness consistency transparency accuracy and

conservativeness The revenue generated by the Environmen

tal Portfolio is recognized in accordance with revenue recog

nition policies as described in Note in Notes to Con soli

dated Financial Statements
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Governance processes and definitions The qualification

of Environmental Portfolio elements as well as their respec

tive reporting is based on defined processes and criteria

In principle products systems solutions and services of

Siemens AG and its subsidiaries may qualify for the Environ

mental Portfolio The entire Siemens business portfolio is re

viewed annually regarding the qualification of Environmental

Portfolio elements based on the criteria described below This

covers the inclusion of newly developed elements as well as

the integration of additionally qualified elements where evi

dence of fulfillment of the qualification criteria was not avail

able in prior reporting periods For additionally qualified Envi

ronmental Portfolio elements we report their prior-year reve

nue and prior-year contribution to reducing customer carbon

dioxide emissions on comparable basis Elements that no

longer fulfill our qualification criteria are excluded from our

Environmental Portfolio

Prior to inclusion in the Environmental Portfolio potential

new Environmental Portfolio elements have to undergo rnul

tilevel internal evaluation process The Siemens Sustainability

Board annually acknowledges changes in the composition of

the Environmental Portfolio One task of the Sustainability

Board is also to discuss potential concerns of stakeholders

with regard to the inclusion or deletion of certain technolo

gies in the Environmental Portfolio

Criteria for inclusion of Environmental Portfolio elements

An Environmental Portfolio element can be product sys

tem solution or service as defined above Furthermore

core component of system or solution may qualify as an En
vironmental Portfolio element if the component provided by

Siemens is key to enabling environmental benefits resulting

from the systems or solutions overall application To qualify

for inclusion in the Environmental Portfolio an element must

meet one of the selection criteria which are energy efficiency

renewable energy or environmental technologies Products

systems solutions and services with planned application in

military use or nuclear power are not included in the Environ

mental Portfolio

Energy efficiency The criteria for energy efficiency are an

improvement in energy efficiency of 20% or more during

the customer use phase compared to the applicable base

line or reduction of at least 100000 metric tons of carbon

dioxide equivalents per reporting period in the customer

use phase Examples of elements that meet the energy effi

ciency criterion are combined cycle power plants and intel

ligent building technology systems

Renewable energy This criterion covers technologies in

the field of renewable energy sources such as wind turbines

and solar power or smart grid applications and their respec

tive core components

Environmental technologies This criterion is related to

water and wastewater treatment air pollution control

waste reduction recycling e-car infrastructure and its core

components Additionally criterion for the Healthcare Sec

tor is an environmental impact reduction in terms of noise

radiation or total weight of at least 25% compared to the

baseline

Baseline methods Energy efficiency annual customer re

duction of carbon dioxide and environmental impact are all

assessed by comparison with reference solution base

line There are three different options for the reference solu

tion before-alter comparison comparison with reference

technology or comparison with the installed base The base

lines are reviewed annually and if necessary adjusted such

as when statistical data on the installed base is updated be

cause of technical innovations or regulatory changes The cal

culation of the reduction of carbon dioxide emissions is based

on comparison for every relevant Environmental Portfolio el

ement with baseline For this calculation we focus on those

elements that have material impact on the overall carbon di

oxide emissions reduction For some emission reduction cal

culations the baseline reference for the installed base is de

termined using known global emission factors such as those

for power production The baselines used for our calculations

are mainly based on data of the International Energy Agency

TEA for gross power production and for grid losses on data

from the Intergovernmental Panel on Climate Change IPCC

for fuel based emission factors and our own assessments of

power production efficiency For consistency reasons we gen

erally apply global emission factors for calculating emission

reductions

Reporting estimates The inclusion of elements in the Envi

ronmental Portfolio is based on criteria methodologies and

assumptions that other companies and other stakeholders

may view differently Factors that may cause differences

among others are choice of applicable baseline methodolo

gy application of global emission factors that may be differ

ent from local conditions use patterns at customers that may

be different from standard use patterns used for carbon diox

ide abatement calculations and expert estimates if no other

data is available
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To date there is no applicable international standard that ap

plies across companies for qualifying products systems solu

tions and services for environmental and climate protection

or for compiling and calculating the respective revenues and

the quantity of reduced carbon dioxide emissions attributable

to such products systems solutions and services According

ly revenues from our Environmental Portfolio and the reduc

tion of our customers annual carbon dioxide emissions may

not be comparable with similar information reported by other

companies Furthermore we subject revenues from our Envi

ronmental Portfolio and the reduction of our customers annu

al carbon dioxide emissions to internal documentation and re

view requirements which are less sophisticated than those

applicable to our financial information We may change our

policies for recognizing revenues from our Environmental

Portfolio and the reduction of our customers annual carbon

dioxide emissions in the future without previous notice

As in previous years we again commissioned an independent

accounting firm with limited assurance engagement to re

view the reported results for our Environmental Portfolio for

fiscal 2011 This review was conducted in accordance with the

International Standard on Assurance Engagements ISAE

3000 Assurance Engagements Other than Audits or Reviews

of Historical Financial Information Nothing came to the inde

pendent accounting firms attention that would cause them to

believe that the section Siemens Environmental Portfolio

2011 of the Environmental Portfolio Report 2011 containing

the revenues generated by the Environmental Portfolio and

the annual customer reduction of carbon dioxide emissions

attributable to it has not been prepared in all material re

spects in accordance with the defined reporting principles

Environmental performance

Protecting the environment is central component of our cor

porate strategy By maintaining high environmental manage

ment standards we work to overcome environmental chal

lenges throughout the world

Environmental management Our worldwide system of en
vironmental management is based on our Business Conduct

Guidelines Specific environmental issues such as those relat

ing to hazardous materials are covered by more detailed reg

ulations and guidelines Our environmental management

rules are generally binding for all companies controlled by

Siemens

core task of environmental management is tracking our en

vironmental performance for example with respect to energy

and resource efficiency Our monitoring and tracking system

covers all our sites that exceed specific thresholds for re

source consumption or waste volume Sites that exceed those

thresholds or have installations requiring authorization or no

tification also must implement an environmental manage

ment system EMS conforming to the international ISO 14001

standard Our Divisions are allowed to choose either external

certification of their management systems or internal audits

that meet external certification standards At the end of fiscal

2011 321 locations had verified environmental management

systems in place compared to 274 at the end of fiscal 2010

Consequently 100% of our sites have successfully implement

ed an EMS by the end of fiscal 2011 compared to 81% in 2010

Thus we have achieved our goal of implementing environ

mental management systems at all environmentally relevant

sites by the end of fiscal 2011

Environmental program Our current environmental pro

gram was launched in fiscal 2007 using fiscal 2006 as the

baseline Environmental performance is normalized to plant

revenue on portfolio-adjusted basis Our targets included

the following 20% reduction in carbon dioxide emissions in

tensity 20% improvement in energy efficiency including

separate targets for primary energy and district heat and for

electrical power 20% improvement in water efficiency and

15% reduction in waste performance The time frame for all

targets was the end of fiscal 2011 All environmentally rele

vant manufacturing sites were included in these targets

Because we normalize our environmental program targets to

revenue our reported results depend to significant degree

on factors that influence revenue such as macroeconomic

conditions and the global market environment for Siemens

businesses For example decline of sales has significant

influence on our revenue and thus makes it more difficult to

achieve an increase in efficiency in some areas This was es

pecially true for electrical energy such as in factories where

we had to decrease output but have little
flexibility

to reduce

the energy needs of our production systems

Despite such challenges our performance in fiscal 2011 ex

ceeded three of our targets and we nearly achieved fourth

Our carbon dioxide emissions efficiency was up 22% com

pared to the 2006 baseline and energy efficiency for primary

energy and district heat was 26% better Our Energy Efficiency

Program EEP played an important role in these major im
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provements Electrical power efficiency was up 12% but be

low the target of 20% We significantly exceeded our target for

water efficiency which came in 33% above the baseline due in

part to reductions in water consumption in past years By fis

cal 2011 our environmental performance with respect to

waste was up 14% slightly below the target of 15%

Currently we are setting the next round of targets for our envi

ronmental program with the aim to further improve our envi

ronmental performance in the categories climate protection

and energy waste water and air

C.1.5.3 EMPLOYEES

Key perfomance Indicators1

Year ended September 30

2011 2010

Employee fluctuation rate 12.9 12.9%

Proportion of women percentage of

employees in management positions 14.6% 13.7%

Expenses for
continuing education

in millions of 251 225

Expenses per employee for
continuing

education in 608 560

Coetinuing and discontinued operations

Employee fluctuation rate is defined as the ratio of volurrtaiy and nnoluntary ends

front Siemens during the tiscal year to the average number of entployees
Without travel enperrses

Our employees are key success factor for our Company We
therefore aim to attract develop and retain the best and

brightest employees worldwide Our sustainable human re

sources policy focuses on diversity learning and continuing

education supporting high-performance culture and occu

Employees by segments as of September 30 2011 in thousands1

Industry Other 35 10%
17448%

tnergy
3fl

98 27%

Healthcare Financial Services

51 14% 31%

Continuing operations

pational health and safety Fair-minded collaboration among

company management employees and employee representa

tives plays central role at Siemens

Securing jobs for our people is key component of our human

resources efforts It is not just matter of securing their ex

pertise for Siemens We also accept our social responsibility as

one of the largest corporate employers in Germany and world

wide and respect and uphold the fundamental rights of our

employees

In fiscal year 2011 289000 Siemens employees took part in

our worldwide employee survey relating to employee engage

ment and compliance Siemens Global Engagement and Com

pliance Survey 2011 The survey was globally distributed in

39 languages across our Company The results were even bet

ter than in the previous year and continue to demonstrate the

strong commitment of our employees to Siemens its values

and its strategy The survey results also identify potential ar

eas for further improvement which will be assessed by the

Company

Diversity

As global technology company Siemens must be able to re

cruit talented people around the world and create an environ

ment in which they can best develop and contribute their skills

within the Company Our diversity efforts are coordinated by

our Chief Diversity Officer and follow three main principles

We want to have the best person for every position

We want to provide opportunities for diversity of experience

and interaction

We want to achieve diversity of thinking across our Company

Employees by regions as of September 30 2011 in thousands

Europe C.l.S Africa

Middle Eatt 218 60%
therein Gerrnony 16 32%

Asia Australia 60 17%
therein Chino 29 8%
theein Indict 18 5%t

Americas 82 23%
therein ttS 56 15%
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Diversity networks number of global diversity networks

have been established to provide focus and structure to some

of Siemens most important worldwide initiatives We current

ly
have over 60 employee networks worldwide with approxi

mately 3000 employees actively engaged in diversity-related

activities

Diversity Charter In December 2010 the Siemens Diversity

Charter was launched Employees can sign the Charter online

and make their support for diversity visible within the Compa

ny Since its launch nearly 15000 Siemens employees have

voluntarily signed the Diversity Charter showcasing strong

grass-roots support for diversity at Siemens

Diversity scorecard Siemens measures diversity using di

versity scorecard which we implemented in 2009 and continu

ously improved We developed set of parameters to measure

our progress in five strategic areas professional knowledge

diversity at all levels composition of our top talent pool cul

ture and branding and experience mix

Diversity in management In fiscal 2009 we systematized

the recruitment processes for key management positions at

Siemens to help ensure that the preliminary selection of can

didates reflects the diversity of our customers and employees

at all levels and in all regions For example the percentage of

women in management at Siemens globally has nearly dou

bled since fiscal 2002 to 14.6% today

Work-life balance growing number of employees seek

more flexibility
in how they balance work with the rest of

their lives particularly childcare responsibilities Taking re

spective local conditions into account providing this flexibili

ty helps us increase employee diversity and also gives

Siemens an advantage in recruiting and retaining employees

At many of our locations worldwide we now provide options

for flexible work schedules part-time work and telecommut

ing At the same time particularly in Germany we are ex

panding the availability of childcare options near the Compa

ny such as nurseries daycare centers and childrens after-

school centers taking local conditions into account We in

tend to continue increasing flexibility and improving work-life

balance for our employees throughout Siemens

Learning and continuing education

We aim to further develop the qualification and expertise of

our employees at all locations In fiscal 2011 we invested

around 251 million for continuing education without travel

expenses which equals about 608 per employee These ex

penses include training courses and programs both for indi

vidual employees and for entire organizational units or cate

gories of employees For example we prepare our next-gener

ation managers for their future responsibilities through the

Siemens Leadership Excellence Program So-called Siemens

Core Learning Programs impart skills and capabilities specific

to the requirements of particular job categories at Siemens

and are an important lever for the systematic development of

our employees worldwide Functional training measures ad

dress the development of specific skills within particular busi

ness functions Cross-functional training improves skills and

capabilities that are relevant across multiple job categories or

business functions

In addition Siemens continues to be one of Germanys largest

providers of professional education for secondary school

graduates As in previous years we again made 250 trainee

positions available to disadvantaged youths

Supporting high performance culture

To ensure high performance at all levels our compensation

system for our top executives and senior management world

wide includes variable component which contains three

target categories Unit Performance against internal financial

targets as well as further strategic unit targets such as perfor

mance against competition Individual Performance and

Siemens Performance

Global Siemens equity culture

Siemens established its first employee share program in Ger

many as early as 1969 following the Companys reorganiza

tion as stock exchange-listed corporation The aim was to

enable as many employees as possible to participate in

Siemens long-term future development Over the years thou

sands of employees in Germany have acquired Siemens

shares with the Companys financial support Building on this

success in Germany Siemens Managing Board decided in 2008

to extend employee and management participation In the

same year the first wave of the new global Share Matching

Plan was rolled out in seven countries Today Siemens offers

approximately 93% of its employees in 54 countries the oppor

tunity to participate in the plan The Share Matching Plan is

based on simple principle Employees participating in the

plan will receive one Siemens share without payment of con

sideration matching share for every three Siemens shares

bought and continuously held over period of three years

Only condition The employee still needs to be employed by

Siemens Clear purpose of the plan has always been to make

stock ownership available to employees at all income levels
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We are convinced that empowering employees with shares

motivates them to assume greater responsibilities and helps

them identify more closely with the company they work for

fundamental prerequisite for the sustainable development

of Siemens In 2011 the Global Equity Organization GEO the

largest international organization concerned with share plans

and equity-based compensation presented Siemens AG with

the Judges Award for overall excellence with regard to glob

al benefit schemes Siemens AG was commended by the GEO

jury for its strategy of establishing truly global equity cul

ture within the Company taking all employees worldwide into

consideration For further information regarding these pro

grams see D.6 Notes to Consolidated Financial Statements

Employee rights and relations

to employee representatives

We aim to respect and uphold the fundamental rights of our

employees Underscoring this commitment Siemens joined

the United Nations Global Compact in 2003 We declare our

adherence to core principles such as the United Nations Uni

versal Declaration of Human Rights the Declaration on Fun
damental Principles and Rights at Work of the International

Labor Organization ILO and the principles of the Rio Decla

ration of the United Nations The various principles are also

reflected in our Business Conduct Guidelines In addition fair-

minded communication and collaboration among our Compa
nys management employees and employee representatives

plays central role at Siemens This collaboration includes

sharing information on all sides in timely manner and main

taining an open dialogue among all parties

Occupational health and safety

The breadth of our business activities poses variety of po
tential health risks for our employees We address these risks

by establishing centrally defined rules and applying them lo

cally in combination with programs appropriate to actual

business operations In addition to set of guidelines focused

on occupational health and safety OHS we also include OHS

topics in our Business Conduct Guidelines our internal moni

toring systems and our risk management and internal control

system

employees and their managers We call in teams of indepen

dent experts to investigate the causes of all fatal accidents

We make the causes known within the affected unit and oth

ers as appropriate to ensure that the requisite changes are

made to machinery installations and procedures in order to

prevent recurrences The safe handling of working materials

is another issue of particular importance to us and we are

preparing global company program to search for alterna

tives to especially hazardous materials We regret the work-re

lated fatalities of three Siemens employees and 12 contractors

in fiscal 2011 year earlier we had work-related fatalities of

four Siemens employees and eight contractors

Promoting health Siemens has established high standard

of occupational health and safety to avoid work-related health

risks We have broadened these initiatives to include mea
sures for strengthening the physical mental and social well

being of our employees as well as the individual and organiza

tional related health resources We offer range of activities

in the field of physical activity healthy nutrition mental well

being healthy work environment and medical care To inte

grate health as part of every employees daily work life we

defined framework with uniform structures processes re

sponsibilities and resources We have begun implementing

the framework in pilot projects

C.1.5.4 COMPLIANCE

key performance indicators

leer ended September 30

2011 2010

Inquiries submitted to the

Ask us help desk 1740 3077

Incidents reported to the

Tell us help desk and the ombudsman 787 582

therein treated as plausible 683 502

Disciplinary sanctions 306 448

therein warnings 179 313

therein dismissals 77 108

the rein other1 50 27

Minimizing safety risks We place particular emphasis on

minimizing OHS risks throughout our training and education

programs regarding electrical safety fire protection road safe

ty first aid and emergency evacuation When accidents do

happen we meticulously investigate the causes so we can

take steps to prevent recurrences These efforts address tech

nical improvements as well as more effective training for bath

Includes oss of variable and voluntary cornpensalicn elements

transfer anti suspension

The Siemens Business Conduct Guidelines provide the ethical

and legal framework within which we conduct our business

activities Our compliance system aims to ensure that our

worldwide business practices are in full compliance with ap
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plicable laws and our own internal rules To serve this pur

pose our compliance system includes three pillars prevent

detect and respond We are continuously working on further

integrating compliance into our business activities and on

strengthening our efforts in combating corruption together

with other market participants and governmental organiza

tions collective action

To measure perceptions related to compliance among Siemens

employees we have continued conducting regular surveys of

the large majority of Siemens employees Since fiscal 2010

compliance perception forms part of the annual Siemens

Global Engagement and Compliance Survey which has also

been conducted in the reporting period

The Ask us help desk encourages our employees to ask their

compliance-related questions Employees submitted 1740 in

quiries to the help desk in fiscal 2011 decline from 3077 in

fiscal 2010 We believe this is due to improvements made in

our processes and to increasing knowledge and understand

ing of compliance policies and processes among Siemens

employees Furthermore all employees can pose questions

directly to the compliance officer responsible for their unit

The Tell us help desk and the companys ombudsman are

two secured reporting channels that can be used by our em

ployees and external stakeholders to report violations of ex

ternal and internal rules These reports are passed on to our

compliance organization In the current fiscal year the num
ber of incidents reported to the Tell us help desk and the om
budsman was 787 compared to 582 reported incidents year

earlier In fiscal 2011 683 of these reports were initially plau

sible and required further inquiries or investigations in order

to clarify the reported incidents There were 502 such reports

in fiscal 2010

Furthermore possible misbehavior may also be reported di

rectly to the Compliance Organization particularly to the

Compliance Officers in our individual company units Our em

ployees make use of this reporting channel We perceive this

as an indication for the confidence placed in our Compliance

Organization

On December 2009 Siemens launched global US$100 mil

lion Siemens Integrity Initiative to support organizations and

projects that fight corruption and fraud through collective ac

tion education and training This initiative is part of the World

Bank-Siemens AG comprehensive settlement of July 2009

In the first funding round 31 projects were selected The relat

ed funding contracts were all concluded in fiscal 2011 and

had total volume of US$37.7 million

On October 2011 the Company received the Year Three Re

port from the Compliance Monitor Dr Theo Walgel whom

Siemens had engaged as part of the settlement reached with

U.S authorities in December 2008 During Year Three the

Monitor evaluated the long-term sustainability of Siemens

compliance program and its compliance risk assessment and

compliance program evaluation processes in addition to risk-

based themes and the implementation of Year One and Year

Two recommendations As was set forth in the Settlement

Agreement with the U.S Securities and Exchange Commis

sion SEC and the U.S Department of Justice DOJ this Year

Three Report contains an evaluation of the open recom

mendations from the Year One and Year Two Reports and

some new recommendations reasonably designed to improve

the effectiveness of Siemens program for ensuring compli

ance with anti-corruption laws plus again certification

by the Compliance Monitor that the compliance program of

Siemens including its policies and procedures is reasonably

designed and implemented to detect and prevent violations

within Siemens of anti-corruption laws

At the beginning of fiscal 2011 we have launched system of

four compliance priorities to further develop and improve our

compliance system

We intend to optimize the effectiveness and efficiency of

the introduced and proven compliance processes and tools

We intend to base our compliance risks analyses more

closely on the specific circumstances of our respective busi

ness areas deep understanding of risks enables us to tai

lor our compliance system to mitigate risks with optimized

resources

We intend to establish compliance even more strongly as an

integral aspect of all our business activities

We intend to further intensify interaction with our internal

and external stakeholders especialiy for the purpose of

combating corruption For us this means acting on our val

ues and complying with rules and regulations and pro

moting responsible business practices in our markets with

collective action and the Siemens Integrity Initiative
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In fiscal 2011 we have completed series of projects to focus

our compliance processes such as the business partner due

diligence process and in the gifts and hospitality area We
have also started project to further develop the compliance

risk analysis which all Siemens entities have to perform on

regular basis this project is scheduled for completion and

start of implementation in fiscal 2012

The compliance priorities will also determine our goals for fis

cal 2012 with the ongoing aim of strengthening compliance

as business responsibility within our Company

C.1.5.5 CORPORATE CITIZENSHIP

Siemens is committed to providing long-term benefits to the

societies in which we operate through corporate citizenship

activities that extend beyond our actual business operations

We deploy many different resources to act on this commit

ment with particular emphasis on company competencies

and employee volunteering Fundamental to corporate citi

zenship at Siemens is our commitment to the U.N Global

Compact principle-based framework for businesses and to

the U.N Millennium Development Goals set of eight inter

national development goals that member states have agreed

to achieve by 2015 We also maintain an ongoing dialogue

with key opinion-makers around the world

We focus our corporate citizenship activities in areas where

our resources and expertise can make meaningful differ

ence

The Siemens Stiftung The Siemens Stiftung is dedicated to

the values of Werner von Siemens and wants to empower

people to actively address todays social challenges Together

with partners the foundation designs and implements local

and international projects with the aim of promoting individu

al responsibility and self-initiative The foundation is commit

ted to enlarging basic services and social entrepreneurship

promoting education and strengthening of culture The

Siemens Stiftung pursues an integrative approach and stands

for responsible impact-oriented and innovative project work

The project work of the foundation is concentrated in Africa

Latin America and Germany The Siemens Stiftung estab

lished in 2008 with starting capital of 390 million is non

profit foundation under German civil law and cooperates with

the other five Siemens foundations established by the Com

pany in Argentina Brazil Colombia France and the United

States

Environmental protection based on our competencies irs

energij emission reduction water and urban infrastructure

Education and training for young people in mathematics

information science natural sciences and technology

based on our deep knowledge in these areas as well as our

long experience in cooperating with academic institutions

Improvement of living conditions in the societies we
serve based on our knowledge in many areas including

energy healthcare cities and infrastructure

Urgent humanitarian relief including financial and techni

cal assistance after natural disasters based on our social

responsibility and global presence

Support for contemporary arts and culture based on the

exceptional cultural diversity of our employees worldwide
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C.1.6 Economic environment

C.1.6.1 WORLDWIDE ECONOMIC ENVIRONMENT

The global economy is continuing to recover in 2011 although

the pace of growth has slowed considerably as the year has

progressed On the one hand this slowdown is cyclical as

normal response to the strong recovery process of last year At

the same time however economic growth is also being in

hibited by the savings and consolidation policies adopted by

most industrialized countries Furthermore the rising uncer

tainty caused by the escalating sovereign debt crisis in num
ber of industrialized countries as well as concerns about the

stability of the banking sector are having negative impact on

investment and private consumer spending IHS Global In

sight is predicting overall growth of 3.0% in global gross do

mestic product GDP in 2011 driven by high dynamic

growth experienced by emerging economies following

growth in global GDP of 4.2% in real terms in 2010

from social and political instability in some countries With

forecasted GDP growth of 2.8% this cluster will probably fall

far short of the growth levels achieved last year Within Eu

rope there is significant divergence in economic trends for

2011 as was also the case year earlier number of coun

tries in Northern and Central Europe are significant growth

drivers in the region IHS Global Insight expects Germany to

see its GDP grow by 3.0% based on its strong export economy

Last year the German GOP grew by 3.7% In 2011 our cluster

Central Eastern Europe is expected to grow by 4.2% following

the 4.3% recorded year earlier The GDP is expected to stag

nate or even contract in several southern and western Euro

pean countries that have been hit particularly hard by the sov

ereign debt crisis in 2011 The European Union is experiencing

significant downturn in GDP growth as the year progresses

This is exacerbated by high commodity prices efforts to re

duce public spending and the escalating sovereign debt crisis

which is undercutting consumer and producer confidence

3.0

2007 2008 2009 2010 2011I

..
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From regional perspective IHS Global Insight predicts that

the Europe C.LS Africa Middle East region will see eco

nomic growth of 2.3% compared to growth of 2.7% in 2010

Within the region the countries in our Africa Cluster are expe

riencing the highest GOP growth rate with 4.3% down from

4.6% GOP growth rate year earlier This development is fa

vored in part by high commodity prices and also by this re

gions relative independence in terms of global economic

trends The C.I.S countries are also profiting from the devel

opment of commodity prices IHS Global Insight predicts that

the C.I.S GDP will grow by 4.3% in 2011 following 4.5%

growth irs GOP reported year earlier The Middle East Cluster

can expect downturn in investments and tourism stemming

In the Americas region GDP growth in 2011 is slowing down

perceptibly compared with last year For this region IHS Global

Insight predicts GDP growth of 2.3% for 2011 following growth

of 3.7% achieved in 2010 Growth in the U.S is declining

sharply IHS Global Insight forecasts only slight GDP increase

of 1.7% in 2011 following the growth rate of 3.0% achieved by

the U.S in 2010 High unemployment persistently weak

housing market and high public and private debt are having

negative impact on the key consumer sector in the U.S The

countries of Latin America however are growing much fast

er The main growth drivers are those countries that export

raw materials such as Argentina Peru Chile and Uruguay In

contrast GDP growth in Brazil is dipping significantly The

strengthening of the countrys currency the Brazilian real

coupled with the governments efforts to curb inflation have

contributed to the slowdown After GDP growth of 7.5% in

2010 IHS Global Insight forecasts that Brazil is experiencing

an increase of 3.6% in GDP for 2011

Growth in the Asia Australia region in 2011 is also compara

tively muted although GDP is expected to climb at markedly

stronger pace than that of the other two reporting regions IHS

Global Insight forecasts GDP growth of 4.6% in 2011 following

an increase of 7.1% in 2010 Key factors triggering this decline

were the catastrophic earthquake and tsunami in Japan which

temporarily brought not only the nations economy but also the

supply chain in other Asian countries to standstill According

to IHS Global Insight Japans GDP is expected to decline by

0.6% in 2011 whereas it increased by 4.0% in 2010 China con

tinues to record strong GDP growth tInS Global Insight predicts

GDP growth of 9.3% in China in 2011 following the 10.3%
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growth in GDP reported year earlier Although investments

are declining somewhat as economic stimulus packages wind

down China continues to be the most important growth driver

for the global economy in 2011 Driven by its domestic consum

er market India also continues to see strong GDP growth in

2011 IRS Global Insight forecasts GDP growth of 7.5% for India

in 2011 following the 8.8% growth achieved in 2010

Real GDP growth per region

change in compared to prior yeart

key factor for Siemens as plant and infrastructure provid

er is the trend in gross fixed investments one of the ways
in which gross domestic product is used This trend is heavily

influenced by fluctuations in the economic cycle IRS Global

Insight is predicting growth of 5.7% in gross fixed investments

for 2011 following an increase of 5.3% in 2010 In the Europe

C.I.5 Africa and Middle East region which with 1.1% in

crease in gross fixed investments year earlier experienced

the weakest growth rate of any of our reporting regions IRS

Global Insight expects gross fixed investment growth of 4.0%

in 2011 One of the key growth drivers in the region is Germa

ny Here growth is expected to accelerate to 7.5% in 2011 ac

cording to IRS Global Insight Last years figure was 5.2% For

the Americas region IHS Global Insight forecasts 5.1% growth

in gross fixed investments down from 5.4% achieved in 2010

While gross fixed investments in the U.S are expected to in

crease by 3.4% in 2011 up from 2.0% reported last year

growth in Brazil declined to normal level and is estimated to

reach 6.5% in 2011 In 2010 growth in Brazil was exceptionally

high at 21.8% Gross fixed investments in the Asia Australia

region are expected to rise by 8.0% in 2011 according to IHS

Global Insight Last years figure was 9.3% With regard to Chi

na growth in gross fixed investments is expected to fall to

11.7% from the 13.4% reported in 2010 IRS Global Insight pre

dicts that Indias gross fixed investments will grow by 7.9% in

2011 following the 8.6% reported year earlier

key factor for Siemens as manufacturer is manufacturing

value added component used in calculating gross domestic

product by means of the production approach Following the

exceptionally high growth rate of 9.2% recorded in 2010 IHS

Global insight forecasts 5.2% growth in manufacturing value

added in 2011 with the Asia Australia region being expected

to see the strongest growth of the three reporting regions

The partly estimated figures presented here for gross domes
tic product are drawn from an IRS Global Insight report dated

October 15 2011 The partly estimated figures on gross fixed

investments and manufacturing value added are drawn from

an IHS Global Insight report dated October 25 2011 Siemens

has not independently verified this data

In addition to the common currency of the European Monetary

Union the euro another key currency for Siemens is the

US$ Following decline of the value of the against the US$

in the middle of the first quarter of fiscal 2011 the continu

ously strengthened against the US$ until the beginning of the

third quarter of the current fiscal year After slight decline of

the in the second month of the third quarter of fiscal 2011

the value of the against the US$ remained nearly unchanged

until the end of August 2011 The last month of fiscal 2011 was

marked by significant drop of the euro against the US$ on

growing concerns over the sovereign debt crisis in number

of southern European member states of the European Mone

tary Union Overall the value of the against the US$ declined

2% compared to the end of the last fiscal year

Our businesses are also dependent on the development of

raw material prices Key materials to which we have signifi

cant cost exposure include copper various grades and for

mats of steel and aluminum In addition within stainless

steel we have considerable exposure related to nickel and

chrome alloy materials

The monthly average price of copper denominated in per

metric ton increased by approximately 2% during fiscal 2011

adding to the approximately 40% price increase already ab

sorbed in fiscal 2010 Prices for copper are pushed higher both

by tightened supply and demand fundamentals and by specu

lative influences in the commodity markets Nevertheless be

cause copper is produced in multiple locations and traded

such as across the London Metal Exchange the risk to

Siemens is primarily price risk rather than supply risk
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Monthly average prices of aluminum did not show net in- overall demand increased while supply remained restricted

crease during the past fiscal year maintaining the nearly 33% This situation poses significant price risk as well as supply

rise of fiscal 2010 Aluminum prices have been supported risk for technology manufacturers including Siemens

mainly by high energy costs as well as fundamental demand

As with copper we see developments in the aluminum mar- Our main exposure to the prices of copper and related prod

ket as posing price risk rather than supply risk ucts and to steel and stainless steel is in the Sectors Industry

and Energy Our main price exposure related to aluminum is

Steel prices showed more fragmented picture in fiscal 2011 in the Industry Sector In addition Siemens is generally ex

Prices for hot rolled coil HRC sheet products were under posed to energy prices both directly electricity gas oil and

pressure while prices for plate and long products were more indirectly energy used In the manufacturing processes of

firm HRC sheet prices came down slightly after an increase of suppliers Some of our continuing operations face price and

approximately 27% in fiscal 2010 pressured by significant in- supply risks related to rare earth metals particularly the In

crease in crude steel production in China but supported by el- dustry Sectors Drive Technologies Division and the Energy

evated raw material costs source CRU an independent busi- Sectors Renewable Energy Division

ness analysis and consultancy group focused on among oth

er things the mining and metals sectors Siemens employs various strategies with view to reducing

the price risk in its project and product businesses such as

In addition to the above mentioned raw materials we have long-term contracting with suppliers physical and financial

considerable exposure related to rare earth metals Prices for hedging and price escalation clauses with customers

some rare earth materials surged during the fiscal year as

Development of raw material prices Index Beginning of fiscal 2007 100
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C.1.6.2 MARKET DEVELOPMENT

According to an analysis published by IHS Global Insight on

July 22 2011 investments are expected to continue to rise in

nominal terms in 2011 in all of the market segments that are

significant for our Sectors in spite of the uncertainty brought

about by the debt crisis in number of countries While in

vestment growth in the previous year had largely been driven

by the emerging economies the investments made by some

industries have in 2011 also been rising sharply in number of

industrialized nations

In the markets significant for the Industry Sector invest

ments of the transport and infrastructure industry are expect

ed to experience the strongest growth rates in 2011 at around

23% Last year the investments made by this industry expand

ed by around 15% In addition to continuing strong growth in

emerging countries such as Brazil India and China the rise

in investments in this market segment is boosted by double-

digit growth rates in numerous industrialized countries espe

cially in central and northern Europe where investment de
mand had stagnated or declined in the previous year The rate

of expansion in the machine building industry in 2011 is ex

pected to be almost at the same level For comparison in

2010 investments in this segment increased by around 19%

Slower growth in some Asian countries compared with the

exceptionally rapid expansion of the previous year is more

than offset by faster rates of expansion in number of indus

trialized countries especially in Europe At just over 20% in-

vestments in the chemical industry as well as the oil and gas

industry are expected to outpace the previous years rate of

expansion In the chemical industry China is forecasted to

maintain its rapid growth rate of around 25% in 2011 virtually

unchanged from the previous year The oil and gas industry is

benefiting from oil prices that have risen in line with the eco

nomic recovery High commodity price levels are driving in

vestments in the metals and mining sector higher in 2011

they are expected to expand by around 20% and hence slight

ly faster than in the previous year The growth drivers include

China Australia and number of South American countries

Investments in the transport equipment industry are expect

ed to expand by about 19% in 2011 while growth of around

18% is anticipated for transportation services This compares

with prior-year investment growth of 13% and 14% respective

ly Investments in the pulp and paper industry will rise by an

estimated 18% in 2011 after around 11% in the year before In

addition to China and Brazil number of European countries

are forecasted to record substantial increases compared with

the previous year Investments in the electrical and electronic

as well as the automotive industries are expected to rise by

around 18% in 2011 representing only marginal slowdown

compared with 2010 The automotive industry is expected to

expand rapidly in 2011 especially in Germany where growth

was sluggish in the previous year For the pharmaceutical in

dustry investment growth is estimated to reach around 18%

in 2011 after around 14% in 2010 Investments in the post and

logistics industry will rise by an estimated 16% in 2011 after

around 11% in the year before In addition to catch-up invest

ments in some industrialized nations where investments

stagnated in the previous year investments in logistics in

emerging countries such as Brazil Russia India and China

remain buoyant In the food and beverage industry which is

less susceptible to fluctuations in the economy investments

are set to grow by around 15% in 2011 similar to the growth

rate recorded in the year before In the wholesale and retail in

dustry which was still benefiting from rising consumer confi

dence at the beginning of 2011 investment is anticipated to

expand by around 14% following growth of around 8% in the

previous year Investments in the construction and real estate

industry are also forecasted to expand by 14% in 2011 while

investments in the public sector are set to increase by around

13% Last year the investments made by the two industries

expanded by around 9%

Our Energy Sector is also benefiting from the continuing eco

nomic recovery in number of markets mentioned for the In

dustry Sector above in 2011 These markets include the chemi

cal industry the oil and gas industry transportation services

the post and logistics sector and the wholesale and retail sec

tor In addition the significant growth in investing activities in

the utilities sector is having positive impact in 2011 After in

vestment growth of 10% in 2010 IHS Global Insight forecasts

an increase of around 18% for the current year driven in partic

ular by rising demand for energy in the emerging economies

Investments within the international healthcare markets

served by our Healthcare Sector are expected to increase by

around 10% in 2011 following rise of around 6% in the year

before This increase is likewise fueled by significantly expand

ing investments made by emerging countries Significant in

creases in investments are also expected in some industrial

ized countries in Europe however such as Switzerland Ger

many or France In the U.S market which is significant for our

Healthcare Sector investments are forecasted to grow at be

low-average rate in 2011 similar to the previous year
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C.2 Fiscal 2011 Financial summary

In fiscal 2011 we maintained our profitable growth momen

tum and further focused our business portfolio in alignment

with our long-term strategy Both orders and revenue grew in

all Sectors and all reporting regions and by the years end ma

ny of our businesses saw volumes returning to or exceeding

their peak levels before the downturn Strong execution in

the Sectors throughout the year took Total Sectors profit up

substantially compared to fiscal 2010 In combination with net

gains related to portfolio transactions this lifted income from

continuing operations well above prior-year levels During the

fiscal year we exited nuclear power joint venture disposed

of our IT services business and announced our plans to pub

licly list our lighting business These transactions are described

in more detail below In addition we prepared realignment

of selected business activities in order to further sharpen the

focus in our Sectors Industry and Energy while creating new

Sector to focus on growth opportunities associated with ur

banization and demand for infrastructure solutions This stra

tegic change took effect with the beginning of fiscal 2012 For

further information concerning the organizational changes

see C.1.1 The Siemens Group Organization and basis of

presentation

Among other portfolio activities during fiscal 2011 we sold

our 34% investment in Areva NP SAS Areva to the majority

shareholder Areva S.A pursuant to put notice exercised in

fiscal 2009 In December 2010 Siemens and AtoS signed an

option agreement which granted AtoS the right to acquire

Siemens IT Solutions and Services In February 2011 AtoS ex

ercised its option to acquire Siemens IT Solutions and Services

in exchange for 12.5 million newly issued shares in AtoS with

five-year lock-up commitment five-year convertible bond

of 250 million nominal value and cash payment of 177

million Following the signing we classified Siemens IT Solu

tions and Services as held for disposal and as discontinued

operations Closing of the transaction was on July 2011 fol

lowing clearance of the transaction by the relevant antitrust

authorities and the approval from AtoS shareholders on July

2011 Siemens is providing extensive support to AtoS in order

to foster Siemens IT Solutions and Services business success

including up to 250 million for integration and training costs

as well as further protections and guarantees Related to the

transaction is seven-year outsourcing contract worth around

5.5 billion under which AtoS will provide managed services

and system integration to Siemens In order to reimburse AtoS

for additional costs which arise in the post-closing transition

phase as AtoS becomes Siemens external IT service provider

Siemens will pay approximately 200 million over the next

two years of which an amount of 53 million was taken with

in continuing operations during fiscal 2011 At the end of

March 2011 we announced that we plan to publicly list our

subsidiary OSRAM AG Following the announcement the

business was classified as discontinued operations Prior-year

results are presented on comparable basis The timing of the

public offering depends on market conditions We intend to

retain minority stake in OSRAM AG and to remain long-

term anchor shareholder

We restored revenue growth Revenue for Siemens overall

as well as for Total Sectors increased 7% year-over-year driven

by the Sectors Industry and Energy Growth in Industry pri

marily included strong recovery in the Sectors short-cycle

businesses while revenue in Energy grew at all Divisions Both

Sectors raised their revenue in each of the four quarters of

fiscal 2011 compared to the respective prior-year quarter Rev

enue at Healthcare was flat year-over-year On geographic

basis revenue grew in all the reporting regions including

double-digit growth rates in the Asia Australia and the Ameri

cas regions

Revenue in millions of

Orders grew even faster than revenue Order development

was largely following the pattern described above for revenue

development with growth driven primarily by the Sectors In

dustry and Energy While Industrys short-cycle businesses

contributed strongly to order growth for the Sector the in

crease year-over-year also included Siemens largest-ever train

order worth 3.7 billion Order growth at Energy was broad-

based across the Sectors Divisions Healthcare delivered

slightly higher orders year-over-year On geographic basis

orders grew in all the reporting regions including double-dig

it rates in the regions Asia Australia and Europe C.LS Africa

Middle East
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New orders in millions of

Siemens Industry Energy Healthcare

Sector SeCtor Sector

16%

____________________
24% 15%

2%

nT

85582 74.055 37594 30243 34765 30122 13116 12872

FY2OI1 FY2O1O

Includes intersegment orders

We increased Total Sectors profit to 9.093 billion Total

Sectors profit climbed 36% compared to the prior fiscal year

The increase year-over-year included strong operating per

formance in Industrys short-cycle businesses and Energys

Fossil Power Generation Division The highest growth rate in

profit came in Healthcare primarily due to impairment charg

es of 1204 billion at its Diagnostics Division that impacted

the Sectors profit in the prior fiscal year Charges at Health-

care in the current period were significantly lower Total Sec

tors profit in the current period benefited from net gain re

lated to Areva While the Energy Sector recorded 1520 bil

lion gain on the sale of its share in Areva an adverse arbitra

tion decision resulted in payment to Areva S.A with an

associated profit impact of 682 miilion

Income from continuing operations reached 7.011 billion

Corresponding basic earnings per share EPS rose to 7.82

year earlier income from continuing operations was 4262

billion and corresponding basic EPS was 4.72 The strong in

crease in income from continuing operations was driven pri

marily by the high level of Total Sectors profit and secondari

ly by improved results outside the Sectors Expenses for Cor

porate items and pensions came in lower year-over-year in

part because these expenses in the prior fiscal year included

267 million pretax related to special remuneration for non-

management employees After determination of the alloca

tion 240 million pretax of the remuneration was allocated

to the Sectors in fiscal 2011 Income from continuing opera

tions increased also on lower losses at Equity Investments

and Centrally managed portfolio activities compared to the

prior fiscal year

Income and profit in millions of

Beginning with fiscal 2011 central infrastructure costs which

were formerly reported in Corporate items have been allocat

ed primarily to the Sectors The total amount to be allocated is

determined at the beginning of the fiscal year and is charged

in equal installments in all four quarters Prior-year financial

information is reported on comparable basis

Profit Sectors in millions of

Total Sectors Industry Energy Healthcare

profit Sector Sector Sector

36%
36% 23%

104%

9093 6673 3618 2658 4141 3361 1334 653

FZOtl

Net income rose to 6.321 billion from 4.068 billion in fis

cal 2010 Corresponding basic EPS rose to 7.04 compared to

4.49 year earlier The primary driver of net income growth

was higher income from continuing operations In contrast

discontinued operations had negative influence on net in

come This was due primarily to Siemens IT Solutions and Ser

vices which was reclassified as discontinued operations dur

ing the year and posted loss of 826 million compared to

loss of 468 million year earlier The sale of the business re

sulted in negative earnings impact of 903 million pretax

in fiscal 2011 In particular this negative earnings impact con

sists of impairments and restructuring charges of 909 mil

lion pretax and gain of mfflion pretax which was rec

ognized upon deconsolidation of Siemens IT Solutions and

Services In addition to these transaction-related results

Siemens took charges in fiscal 2011 related to establishing

Siemens iT Solutions and Services as separate legal group

including for carve-out activities and personnel-related mat
ters Such charges reported within discontinued operations
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amounted to 168 million pretax in fiscal 2011 including 90
million for carve-out costs Siemens expects the transaction

to result in substantial cash outflows in coming quarters

OSRAM was also reclassified as discontinued operations in

fiscal 2011 It made positive contribution to net income in

both periods under review including 309 million in the cur

rent period and 318 million in fiscal 2010 Overall discontin

ued operations resulted in loss of 690 million in fiscal 2011

compared to loss of 194 million year earlier

Free cash flow from continuing operations was 5.885 bil

lion In the prior fiscal year Free cash flow from continuing

operations was 7.043 billion The decline year-over-year was

mainly due to the Energy Sector which significantly built up

its net working capital particularly including inventories

Lower Free cash flow at Healthcare was more than offset by

an increase at Industry as well as lower cash outflows outside

the Sectors year-over-year

We propose to increase the dividend The Siemens Manag

ing Board in agreement with the Supervisory Board proposes

dividend of 3.00 per share The prior-year dividend was

2.70 per share Based on shares outstanding as of September

30 2011 this proposal corresponds with dividend payment

of 41% of Siemens net income for fiscal 2011

Dividend per share in

FY2O1 3.00

FY2O1O 2.70

FY2009 160

FY2008 1.60

FY2007 1.60

Proposed by the Managing Board in agreement with the Supervisory Board

to be ayyroved by the shareholders at the Atsnuat Shareholders Meeting on

January 24 2012

Free cash flow in millions of

Total Sectors Continuing operations Cotstinuiag
and dlv

confirmed operations

16%

sç 16% 27%

IrI
8299 9826 5885 7043 5150 7013

FY2O11 FY2010

We improved our capital efficiency On continuing basis

return on capital employed ROCE adjusted increased to

24.0% up from 13.4% in fiscal 2010 The difference was due

primarily to higher income from continuing operations and

to lesser extent to decline in average capital employed

year-over-year Within these numbers the effect from the

Areva gain of 1520 billion pretax and the adverse arbitra

tion decision of 682 million pretax together represented

positive 3.3 percentage points on ROCE adjusted in the cur

rent period while the pretax impairment charges of 1204

billion at Diagnostics in fiscal 2010 cut 3.1 percentage points

from ROCE adjusted
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C.3 Results of operations

C.3.1 Results of Siemens

The following discussion presents selected information for

Siemens for the fiscal year ended September 30 2011

C.3.1.1 ORDERS AND REVENUE

In fiscal 2011 orders rose 16% year-over-year to 85.582 bil

lion including substantially higher volume from major orders

compared to the prior-year period Revenue increased steadily

throughout fiscal 2011 and came in at 73515 bfflion up 7%

from the prior-year period This resulted in book-to-bifi ratio

of 1.16 for Siemens in fiscal 2011 Organic volume develop

ment was in line with reported figures given that effects from

currency exchange fluctuations during fiscal 2011 largely off

set one another The order backlog defined as the sum of or

der backlogs of our Sectors was 96 billion as of September

30 2011 up from 87 billion year earlier Out of the current

backlog orders of 40 billion are expected to be converted in

to revenue during fiscal 2012 orders of 23 billion during

2013 and the remainder in the periods thereafter

Orders related to external customers in fiscal 2011 increased

by 16% compared to the prior year including higher demand

in all Sectors The Industry Sector reported order growth of

24% on increases in four of its five Divisions The largest of

these increases came from Mobility where higher volume

from large orders compared to the prior-year period included

the 3.7 billion order for trains mentioned earlier Drive Tech

nologies and Industry Automation contributed double-digit

order growth in fiscal 2011 Order intake in the Energy Sector

rose by double digits in the current period and included

growth at all Divisions higher volume from major orders in

the Energy Sector was most notable at Fossil Power Genera

tion Orders in Healthcare increased moderately compared to

the prior-year period due to robust growth at its imaging and

therapy systems businesses Orders in emerging markets on

global basis as these markets are defined by the International

Monetary Fund grew faster than orders overall by 18% year-

over-year and accounted for 28.165 bfflion or 33% of total

orders for fiscal 2011

On geographic basis Siemens reported order growth in all

three reporting regions in fiscal 2011 In the region Europe

C.I.S Africa Middle East orders rose 19% on double-digit in-

creases in Industry and Energy Industry orders rose 37% in

the region due largely to the major contract win for trains at

Mobility mentioned above This was also the primary driver

for 62% order growth in Germany Order growth for Industry

in the region also included strong demand at Drive Technolo

gies and Industry Automation The Energy Sector delivered

order growth of 11% in the Europe C.I.S Africa Middle East

region due primarily to higher volume from major orders at

Fossil Power Generation and Renewable Energy compared to

the prior-year period Healthcares orders in the region came

in slightly below the level of fiscal 2010 In the Americas order

intake rose 3% on increases in Energy and Industry Higher

orders in the Energy Sector were due primarily to higher de

mand at Power Transmission and Fossil Power Generation

Order growth in Industry in the Americas region was led by

strong double-digit increase at Drive Technologies Health-

cares orders in the region came in level compared to the pri

or-year period Order intake in the Asia Australia region

climbed 25% in fiscal 2011 including double-digit growth in

all Sectors Orders in the Energy Sector in the region climbed

51% compared to the prior-year period including higher vol

ume from major orders mainly at Fossil Power Generation and

OilGas Orders in the Asia Australia region increased 16%

in Healthcare compared to the prior-year period due mainly

to strong order growth at its imaging and therapy systems

New orders location of customer

rear ended September 30 Change vs previous year
therein

in millions of 2011 2010 Actual Adjusted Currency Portfolio

Europe C.l.S Africa Middle East 47095 39513 19% 19% 0% 0%

therein Gemrany 17353 10690 62% 63% 0% 1%
Americas 22109 21441 3% 5% 2% 0%

therein U.S 15735 15179 4% 7% 3% 0%

Asia Australia 16378 13.102 25% 24% 2% 1%
therein China 6241 5281 18% 20% 0% 2%
therein India 3330 2286 45% 44% 1% 0%

Siemens 85582 74055 16% 16% 0% 0%

Evdudirg currency
translation and portfolio effects Contrnonwealth of Independent States
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Revenue location of customer

Year ended September 30 Change vs previous year therein

in millions of 2011 2010 Actual Adjusted Currency Portfolio

Europe C.l.S.2 Africa Middle East 38666 37558 3% 3% 0% 1%
therein Germany 10810 10222 6% 6% 0% 1%

Americas 20492 18642 10% 13% 3% 0%

therein U.S 14371 13308 8% 12% 4% 0%

Asia Australia 14 $57 12 778 12% 12% 1% 1%
therein China 6.389 526 76% 17% 0% 1%
therein India 2353 877 25% 27% 21% 0%

Siemens 73515 68978 7% 7% 0% 0%

Excluding currency translation and portfolio efierts Commonwealth oi independeni States

businesses Industry reported 12% order growth in the region service the installed base e.g spare parts and maintenance

including strong demand at Drive Technologies and Industry and assembly services may still be provided under the poli

Automation Order intake in India increased significantly corn- cies Finally pre-existing commitments to customers in Iran

pared to the prior-year period due primarily to major con- may be honored i.e legally binding obligations resulting

tract win at Fossil Power Generation in the first quarter of fis- from agreements that existed or bids that were submitted

cal 2011 before the aforementioned policies were announced and ad

opted Although over time we expect our business activities

As previously disclosed we have decided that subject to the in Iran to decline as result of the implementation of the poli

exceptions outlined below we will not enter into new con- cies described above and the related reduction of the number

tracts with customers in Iran Accordingly we have issued of new contracts the actual development of our revenues will

group-wide policies that establish the details of our general largely depend on the timing and scope of customer requests

decision Under these policies Siemens shall not tender fur- to fulfill pre-existing commitments For additional informa

ther bids for direct deliveries to customers in Iran Further- tion see C.8.3 Risks

more indirect deliveries from Siemens to Iran via external

third parties including companies in which Siemens holds Revenue related to external customers rose 7% compared to

minority stake are generally prohibited unless an exception is fiscal 2010 including increases in all Sectors Strong conver

specifically approved under certain circumstances Notwith- sion from the Sectors order backlogs played major role in

standing the foregoing products and services for humanitari- broad-based revenue growth Revenue in the Industry Sector

an purposes including the products and services supplied by increased 9% year-over-year led by strong double-digit growth

our Healthcare Sector and products and services required to at Drive Technologies and Industry Automation Energy re

New orders and revenue by quarter in millions of

New orders Revenue Book-to-bill ratio

Q411 21157 0411 20351 1.04

Q311 22937 Q311 17844 1.29

Q211 20651 0211 17717 1.17

01 11 20837 Q1 11 17.603 1.18

Q410 21589 Q410 19403 1.11

Q3 10 19.179 Q3 10 17425 1.10

Q210 16166 --C- .r Q210 16523 4- 0.98

0110 17.121 QuO 15627 .10
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ported revenue increase of 8% in fiscal 2011 on increases in

all Divisions led by Renewable Energy Fossil Power Genera

tion and OilGas Revenue in the Healthcare Sector came in

slightly above the prior-year period On global basis emerg

ing markets grew faster than revenue overall at 11% and ac

counted for 24.064 billion or 33% of total revenue in fiscal

2011

On geographic basis revenue increased in all three report

ing regions led by double-digit growth in the Americas and

Asia Australia In the Europe C.I.S Africa Middle East re

gion revenue increased 3% year-over-year including moder

ate growth in Industry and Energy and decrease in Health-

care Revenue growth of 6% in Germany was driven by

double-digit increases at Drive Technologies and Industry Au
tomation In the Americas higher revenue included double-

digit increases in Energy and Industry Growth in the Energy

Sector was led by Fossil Power Generation and Renewable En

ergy Higher revenues in Industry in the Americas region in

cluded double-digit increases at Industry Solutions Industry

Automation and Drive Technologies The U.S contributed 8%

revenue growth driven by sharp increase at Fossil Power

Generation In the Asia Australia region revenue rose 12%

on double-digit increases in all Sectors While revenue devel

opment in China followed the pattern for the region overall

growth of 25% in India was driven by substantially higher rev

enue in Energy

C.3.1.2 CONSOLIDATED STATEMENTS OF INCOME

Year ended September 30 Change

in millions of 2011 2010

Gross profit 22127 20.001 11%

as percentage of revenue 30.1% 29.0%

Generation The Division combined excellent project execu

tionwith more favorable business mix year-over-year In con

trast gross profit declined at Power Transmission due in part

to negative swing in effects related to commodity hedging

Lower gross profit in Healthcare was driven by negative im

pacts related to the particle therapy business primarily includ

ing third-quarter charges of 381 million related to the reeval

uation of the commercial feasibility of particle therapy Before

the reevaluation the Sector took 32 million in charges related

to particle therapy contracts in the first quarter of fiscal 2011

For comparison charges related to the particle therapy busi

ness in fiscal 2010 amounted to 96 million In fiscal 2010

gross profit in all three Sectors benefited from their respective

portions of gains related to curtailment of pension plans in the

U.S In addition gross profit in fiscal 2010 included 169 mil

lion of the expenses related to the special remuneration for

non-management employees mentioned earlier In combina

tion these factors resulted in gross profit margin of 30.1% for

Siemens overall up from 29.0% in the prior year

Year ended September 30 Change

in millions 2011 2010

Research and developirient

expenses 3925 3558 10%

as percentage of revenue 5.2%

Marketing selling and general

administrative expenses 10297 9666 7%

as percentage of revenue 34 14.0%

Other operating income 839 34%

Other operating expense 50 1.554 68%

Income loss from invest

ments accounted for using

the
equity method net 147 200%

Interest income 2.207 2045 8%

Interest expense 1716 1759 2%
Other financial income

expense net 646 383 nla

Gross profit for fiscal 2011 rose 11% year-over-year for Siemens

driven by strong double-digit increase in the Industry Sector

All Industry Divisions reported higher gross profits compared

to fiscal 2010 with particularly strong increases at Industry

Automation and Drive Technologies due to high capacity utili

zation For comparison Industrys gross profit in fiscal 2010

was held back by 205 million in charges at Industry Solutions

related to project engagement with local partner in the U.S

Gross profit rose 8% in Energy compared to the prior fiscal

year driven by strong operating performance at Fossil Power

Research and development RD expenses increased to

3.925 billion or 5.3% of revenue in fiscal 2011 from 3.558

billion or 5.2% of revenue in the prior year as result of high

er expenses in all Sectors Marketing selling and general

administrative SGA expenses rose to 10.297 billion due

primarily to higher expenses in Industry and Energy associat

ed with business growth SGA expenses as percentage of

revenue remained at the prior-year level of 14.0%
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Other operating income was 555 million in fiscal 2011 com

pared to 839 million in fiscal 2010 The current year includes

64 million related to settlement of legal matters in connec

tion with portfolio activities For comparison the prior year

benefited from gains in connection with compliance-related

matters including gain of 84 million related to an agree

ment with the provider of the Siemens directors and officers

liability insurance net gain related to settlements with for

mer members of Siemens Managing Board and Supervisory

Board and total gains of 40 million related to the recovery of

funds frozen by authorities In addition fiscal 2010 included

gain of 47 million related to the sale of our airfield lighting

business at Mobility gain of 35 million from the sales of

our Roke Manor activities in the U.K that were reported with

in Corporate items and higher gains related to the disposal of

real estate Further Siemens ceased to consolidate subsid

iary in the third quarter of fiscal 2010 due to loss of control

and recorded related gain of 40 million For additional in

formation see D.6 Notes to Consolidated Financial State

ments

Other operating expense was 502 million compared to

1554 billion in the prior year The difference was due primar

ily to impairment charges at the Diagnostics Division in the

fourth quarter of fiscal 2010 including 1.145 billion for good

will and 39 million for real estate In addition the prior year

included 106 million provided for in connection with an ex

pected loss from the sale of our electronics assembly systems

business to ASM Pacific Technology The transaction was an
nounced in the fourth quarter of fiscal 2010 and closed in the

second quarter of fiscal 2011 Fiscal 2011 included goodwill im

pairinent charges of 128 million related to our solar business

as well as higher charges year-over-year related to legal and

regulatory matters For additional information see D.6 Notes

to Consolidated Financial Statements

Income from investments accounted for using the equity

method net was 147 million in fiscal 2011 up from mil

lion in the prior fiscal year In the current year the equity in

vestment loss related to NSN decreased to 280 million down

from loss of 533 million year earlier In contrast equity in

vestment income related to our stakes in Enterprise Networks

Holdings By EN BSH Bosch und Siemens Hausgerate GmbH

BSH and Krauss-Maffei WegmannCo KG KMW declined

to total of 145 million in fiscal 2011 from total of 282 mil

lion in fiscal 2010 In addition the current year included

gain of 90 million on the sale of our 49% interest in KMW to

the Wegmann Group and impairment charges of 43 million

related to an equity interest held in our concentrated solar

power business For comparison fiscal 2010 included gain

of 47 million from the sale of stake in an investment at SFS

For additional information see D.6 Notes to Consolidated

Financial Statements

Interest income increased to 2207 billion in fiscal 2011

from 2.045 billion year earlier The increase was due in part

to higher expected return on plan assets related to pension

plans resulting primarily from an increase in pension plan as

sets The increase in interest income also included higher in

terest income related to an increase in average total liquidity

compared to the prior year Interest expense declined to

1.716 billion from 1.759 billion in the prior year driven by

lower interest costs related to pension plans due to decrease

in discount rates For additional information see D.6 Notes

to Consolidated Financial Statements

Other financial income expense net was positive 646

million in fiscal 2011 compared to negative 383 million

year earlier The change was due primarily to pretax 1.520

bfflion gain from the divestment of Siemens 34% share in Are

va NP S.A.S to Areva S.A in the second quarter of fiscal 2011

partly offset by the third-quarter pretax loss of 682 million

related to the arbitration decision in connection with Siemens

exit from this joint venture Changes in the fair market value

of interest rate and foreign currency derivatives not qualifying

for hedge accounting also contributed to the increase year

over-year For additional information see D.6 Notes to Con

solidated Financial Statements

tear xnded September 30 Change

in millions of 2011 2010

Income from continuing

operations before income

taxes 9242 5974 55%

Income taxes 2231 1712 30%

as percentage of income

from continuing operations

before income taxes 24% 29%

Income from continuing

operations 7.011 4262 65%

Loss from discontinued

operations net of income

taxes 690 194 200%

Net income 6321 4068 55%

Net income attributable to

non-conttolling
interests 176 169

Net income attributable to

shateholders of Siemens AG 6145 3899 58%

86

To our shareholders

23 Corporate Governance 51 Lr.ihr ed liSId9efliSfli dee sSiOr di

52 Business and operating environment

80 Fiscal 2011 Financial summary

83 Results ot operations

101 Financial position

114 Net assets position

117 Overall assessment of the economic position

118 2.7 Report on post-balance sheet date events

119 1.8 Report on expected developments and

associated material opportunities and risks

135 14 Information required pursuant to Section 2894
and Section 3154 of the German Commercial

Code HGB and explanatory report



Reconciliation for Consolidated Statements of Income in billions of

FY2011 P12010 P1200

Revenue 735 _..... 70.0

Costofgoodssold 51.4 t4fW $PA 70% 49.0 70% 50.9 731%

Gross profit
fl.1 30% 20.0 29% 191 27%

ROexpenses 3.9 5% 3.6 s1 3.6 5%

SGA espenses 10.3 tM 041% 9.7 14% 9.51 14%

OtlterfTaues 0.9 2.4

Income 7.010% 4.3 6% 2.51 4%

All percentage figurer 0% of tenenue

Continuing operations

Income from continuing operations before income taxes

increased to 9.242 billion in fiscal 2011 compared to 5.974

billion in fiscal 2010 The change is due to the factors men
tioned above including the strong double-digit gross profit

increase in the Industry Sector In addition the amount for fis

cal 2011 benefited from the net effect from the disposal gain

and the arbitration decision in connection with Siemens exit

from Areva while in the prior year income was negatively im

pacted by impairment charges at the Diagnostics Division

These effects were partly offset by higher SGA and RD ex

penses year-over-year associated with business expansion

The effective tax rate was 24% in fiscal 2011 and benefited

from the income tax treatment of the Areva disposal gain

which was mainly tax-free For comparison the effective tax

rate of 29% in the prior year was adversely affected by the

goodwill impairment charges at the Diagnostics Division the

majority of which was not deductible for tax purposes This

effect was more than offset in fiscal 2010 by the release of tax

provisions after the conclusion of tax audits and the release

of tax liabilities after the positive decision on appeal related to

non-deductible expenses in connection with certain foreign

dividends As result Income from continuing operations

was 7011 billion in fiscal 2011 up from 4.262 billion in the

prior year

Discontinued operations primarily include Siemens if Solu

tions and Services which was sold to AtoS in the fourth quar

ter of fiscal 2011 and OSRAM which Siemens plans to list pub

licly In addition discontinued operations include former Com

activities comprising telecommunications carrier activities

transferred to NSN in the third quarter of fiscal 2007 the en

terprise networks business 51% of which was divested during

the fourth quarter of fiscal 2008 and the mobile devices busi

ness sold to BenQ Corporation in fiscal 2005 as well as the for

mer Siemens VDO Automotive activities which were sold to

Continental AG in the first quarter of fiscal 2008 The loss

from discontinued operations net of income taxes in fiscal

2011 was 690 million compared to loss of 194 million

year earlier The change year-over-year related mainly to loss

of 826 million after tax in the current period attributable to

Siemens if Solutions and Services This loss included pretax

charges of 659 million for impairments of long-lived assets

including 136 million for goodwill 250 million in pretax

charges in connection with the integration and training pro

gram related to the transfer of the business to AtoS as well as

pretax charges of 168 million related to establishing Siemens

if Solutions and Services as separate legal group including

90 million for carve-out activities and 78 million related to

personnel-related matters For comparison the result associ

ated with Siemens if Solutions and Services in fiscal 2010 was

loss of 468 million after tax including pretax charges of

385 million related to the completion of staff reduction mea

sures related to the strategic reorientation of Siemens if Solu

tions and Services aimed at strengthening the competitive

position of the business OSRAM contributed positive 309

million after tax to income from discontinued operations in

fiscal 2011 nearly unchanged from positive 318 million af

ter tax year earlier OSRAM reported 8% revenue increase

compared to the previous fiscal year Growth was driven by

demand for specialty lighting products as well as by increased

LED business For additional information see D.6 Notes to

Consolidated Financial Statements

Net income for Siemens in fiscal 2011 increased to 6.321 bil

lion compared to 4.068 billion year earlier Net income at

tributable to shareholders of Siemens AG was 6145 billion

up from 3899 billion in fiscal 2010
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C.3.2 Segment information analysis

Divisions within Sector may do business with each other

leading to corresponding new orders and revenue Those rev

enues and orders are only eliminated on Sector level Fur

thermore our reportable segments may do business with

each other leading to corresponding new order and revenue

C.3.2.1 SECTORS

Industry

Those orders and revenues are eliminated on the Siemens lev

el within Eliminations Corporate Treasury and other reconcil

ing items and are not included in new orders and revenue

with external customers external orders and external reve

nue respectively reported elsewhere in this document

Sector

Year ended September 30 Change therein

in millions of 2011 2010 Actual Adjusted Currency Portfolio

Profit 3618 2658 36%

Profit margin 11.0% 8.8%

New orders 37594 30243 24% 24% 0% 0%

Total revenue 32941 30203 9% 9% 0% 0%

External revenue 163S 29.093 9%

therein

Europe C.l.S2 Africa Middle East 17262 16251 6%

therein Germany 6857 6103 12%

Americas 7234 6551 10%

Asia Australia 7139 6291 13%

In fiscal 2011 profit revenue and orders all rose for Industry

as well as most of its Divisions compared to fiscal 2010 Profit

climbed to 3.618 billion up from 2658 bfflion year earlier

on improvements in all Divisions except of Mobility With high

double-digit growth rates Industry Automation and Drive

Technologies were the main growth drivers and made the

largest contribution to profit In an improved business envi

ronment year-over-year the Sector enhanced its regional foot

print by increasing spending for sales resources Profit in the

current period was burdened by Industrys 128 million share

of the special employee remuneration allocation mentioned

earlier For comparison profit in fiscal 2010 was held back by

205 million in charges related to cost estimates for project

engagement with local partner in the U.S 185 million in

charges for staff reduction measures and provision for

supplier-related warranty These factors were partly offset by

53 million in gains related to curtailment of pension plans in

the U.S which benefited results at all Divisions and 47
million net gain at Mobility on the sale of its airfield lighting

business

Revenue in Industry in fiscal 2011 grew by 9% year-over-year and

orders rose 24% driven by double-digit increases at Industry

Automation and Drive Technologies Both Divisions saw volume

return to the high levels they had achieved before the global

economic downturn reduced customer capital expenditures in

Industrys short-cycle businesses Orders also climbed on 74%

rise at Mobility which recorded significantly higher volume

from large orders year-over-year This included Siemens largest-

ever train order in Germany worth 3.7 billion and major or

der for high-speed trains in the U.K On regional basis reve

nue and orders increased in all three reporting regions year

over-year While the highest growth rates in revenue were

achieved in the region Asia Australia order growth was stron

gest in the region Europe C.I.S Africa Middle East including

the large train orders just mentioned On book-to-bifi ratio of

1.14 Industrys order backlog rose to 32 billion at the end of

fiscal 2011 up from 28 billion year earlier Based on the orga

nizational structure as of September 30 2011 out of the current

backlog orders of 15 billion are expected to be converted into

revenue during fiscal 2012 orders of billion during fiscal

2013 and the remainder in the periods thereafter
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New orders by Divisions

Year ended September 30 31 Change therein

in millions of 2011 2010 Actual Adjusted Currency Portfolio

Industry Automation 7490 6421 17% 15% 0% 1%

Drive Teclinologe 9065 6981 30% 29% 1%

Building Technologies 7662 7132 7% 8% 0% 0%

Industry Solutions 6150 6203 1% 2% 1% 2%

Mobility 10224 5885 74% 72% 1% 1%

Excluding currency translation and portfolio effects

Revenue by Divisions

in millions of

Industry Automation

Drive Technologies

Buildina Technologies

Industry Solutions

Mobility

Year ended September 30

2011 2010

6226

6960

6903

6040

6508

7461

7441

5O24

628

Actual

20%

18%

8%

0%

3%

Change

Adjusted

18%

Currency

0%

0%

0%

1%
0%

therein

Portfolio

2%

0%

0%

3%
0%

18%

8%

3%

4%

Excluding currency translaon and portfolio effects

Profit and Profit marqin by Divisions

in millions of

Year ended September 30

2010

1.004

803

401

10
463

2011

Profit

Change

41%

35%

2%

nla

7%

Profit margin

Year ended September 30

2011 2010

19.0%

13.2%

.5.5%

4.6%

6.8%

16.1%

11.5%

5.8%

0.2%

7.1%

Industry Ailtonlation

Drive Technologies

Building Technologies

Industry Solutions

Mobility

415

1087

409

276

429

Industry Automation increased its profit 41% year-over-year

to 1415 billion in fiscal 2011 on higher capacity utilization

and more favorable business mix For comparison profit of

1.004 billion in the prior fiscal year included 25 million in

charges for staff reduction measures largely offset by gain

of 19 million from the sale of business Both fiscal years un
der review included purchase price allocation PPA effects

from the acquisition of UGS Corp acquired in fiscal 2007 PPA

effects were 137 million in fiscal 2011 and 142 million year

earlier With all of its businesses contributing Industry Auto

mation achieved double-digit growth in both revenue and or

ders year-over-year as well as increases in all three reporting

regions Within these figures the highest growth rates came

from the Asia Australia region

Drive Technologies improved its profit year-over-year to

1.087 billion in fiscal 2011 as quarter-by-quarter increase in

revenue throughout the fiscal year raised the Divisions capac

ity utilization For comparison profit of 803 million in fiscal

2010 included charges for staff reduction measures of 37 mil

lion The Division increased revenue by 18% and order intake

by 30% compared to the prior year While revenue growth was

driven mainly by Drive Technologies short-cycle businesses

order growth also included strong contributions from its lon

ger-cycle businesses On regional basis the Division achieved

double-digit volume growth in all three reporting regions

Revenue growth was led by the Europe C.I.S Africa Middle

East region and the strongest growth in orders came from the

Americas region
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Profit at Building Technologies came in at 409 million in

fiscal 2011 up slightly from the level year earlier Profit in

the current fiscal year included higher marketing and selling

expenses associated with growth For comparison profit of

401 million year earlier was burdened by charges of 24

million for staff reduction measures Profit in fiscal 2010 also

included the provision for supplier-related warranty men
tioned above that was largely offset by the Divisions portion

of the pension curtailment gain also mentioned above New
orders increased 7k compared to the prior fiscal year and rev

enue was up 8% year-over year on improvements in all of the

Divisions businesses particularly including strong demand

in the low voltage business and for energy efficiency solu

tions On regional basis volume growth in all three report

ing regions included double-digit growth rates in the Asia

Australia region

Profit at Industry Solutions swung from negative 10 mil

lion in the prior fiscal year to positive 276 million in fiscal

2011 Profit in the both years included solid performance in

the metals technologies business year earlier profit for the

Division was burdened by 205 million in charges related to

the project engagement with local partner in the U.S men
tioned above as well as charges totaling 101 mifflon for staff

reduction measures Both revenue and orders remained near

the prior-year level On regional basis higher revenue in the

regions Americas and Asia Australia largely offset decline in

revenue in the Europe C.I.S Africa Middle East region while

lower orders in the Americas were partly offset by slightly

increase in Asia Australia region

Mobility contributed 429 million in profit in fiscal 2011 For

comparison profit of 463 million in the prior year benefited

from the 47 million gain from the sale of the Divisions air

field lighting business and the Divisions portion of the pen

sion curtailment gain both mentioned above Revenue for

the Division came in 3% lower year-over-year as higher reve

nue in Asia Australia was more than offset by decline in rev

enue in Europe C.I.S Africa Middle East In contrast new or

ders rose sharply compared to the prior year on substantially

higher volume from major orders including the two major

train orders mentioned above Under the terms of the con

tract for the 3.7 billion order for trains in Germany revenue

recognition will extend for number of years ahead
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Energy

Sector

Year ended september 30 Change therein

in millions of 2011 2010 Actual Adjusted Currency Portlolio

Profit 4141 3361 23%

Profit margin 15.0% 13.2%

New orders 34765 30122 15% 15% 0% 0%

Total revenue 27607 25520 8% 9% 1% 0%

External revenue 27285 25205 8%

therein

Europe C.l.5 Africa Middle East 15368 14800 4%

therein Germany 2041 2118 4%
Americas 7545 6558 15%

Asia Australia 4371 384 14%

Excluding currency translation and portfolio effects Commonwealth of independent States

The Energy Sector delivered another strong operating perfor

mance in fiscal 2011 including excellent project execution at

Fossil Power Generation Profit for the Sector rose to 4.141

billion notwithstanding significant increases in spending for

RD marketing and selling associated with new technologies

and expansion of the Sectors global footprint particularly at

Renewable Energy and Power Distribution Profit for the year

was positively influenced by the net effect related to Areva in

cluding the 1.520 bfflion disposal gain and the negative 682
million impact related to the arbitration decision mentioned

earlier In contrast profit was held back by impairment charg

es totaling 231 million at the Sectors solar business in the

fourth quarter and by Energys 69 million share of the spe
cial employee remuneration allocation mentioned earlier

Revenue in the Energy Sector rose 8% year-over-year to

27.607 billion in fiscal 2011 on increases in all Divisions and

conversion of the Sectors strong order backlog On geo

graphic basis revenue rose in all regions with double-digit

increases in the regions Americas and Asia Australia The

Sectors order intake rose 15% compared to fiscal 2010 on

broad-based growth in all Divisions Fossil Power Generation

contributed the largest increase driven by higher volume

from major orders On geographic basis strong growth in

emerging markets was the primary driver for higher orders in

all regions On book-to-bill ratio of 1.26 the Sectors order

backlog rose to 58 billion at the end of fiscal 2011 up from

53 billion year earlier Based on the organizational struc

ture as of September 30 2011 out of the current backlog or

ders of 22 billion are expected to be converted into revenue

during fiscal 2012 orders of 14 billion during 2013 and the

remainder in the periods thereafter
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New orders by Divisions

In fiscal 2011 Fossil Power Generation recorded profit of

2833 billion representing substantial increase compared

to the prior year The Division maintained its strong perfor

mance in project execution throughout the fiscal year and al

so benefited from more favorable business mix year-over-

year including conversion of high-margin component orders

and strong contribution from the service business Reported

profit also benefited from the net effect related to Areva men
tioned above for the Sector partly offset by project charges of

87 million in the second quarter of fiscal 2011 related to the

Olkiluoto project in Finland year earlier profit for the Divi

sion was held back by charges of 57 million for capacity ad

justments related to shift of production capacity within the

Americas region Orders for fiscal 2011 climbed 26% from rel

atively low basis of comparison in the prior year driven by

strong demand in emerging markets and substantially high

er volume from major orders Revenue rose 7% year-over-year

including double-digit increase in the Americas region

Revenue at Renewable Energy increased significantly by 20%

in fiscal 2011 as the Division continued to convert orders from

its large order backlog New orders were 16% higher than in

the prior year driven by strong growth in the Europe C.I.S

Africa Middle East region The Division continued to take in

large wind-farm orders from Europe and the U.S and also won
its first order from China the worlds largest national wind-
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Year ended September 30 Change therein

in millions of 2011 2011 Actual Adjusted Currency Portfolio

Fossil Power Generation 12487 9920 26% 26% 1% 0%

Renewable Energy 6884 5929 16% 17% 1% 0%

OilGas 5551 4943 12% 10% 2% 1%

Power Transmission 7271 6770 7% 8% 0% 0%

Power Distribution 3397 3231 5% 5% 1% 0%

in millions of

Fossil Power Generation

Excluding currency translation and portfolio effects

Revenue by Divisions

Renewable Energy

OilGas

Power Transmission

Year ended September 30

2011 2010

Power Distribution

.332

9550

Actual

4719

Change

Adjusled

3272

7%

6334

4156

20%

8%

Currency

3175

6143

therein

Portfolio

14%

24%

1%

3039

3%

12%

4%
0%

4%

4%

in millions of

1%

0%

Escludixg currency translation and portfolio effects

Profit and Profit margin by Divisions

4%

0%

1%

Fossil Power Generation

Renewable Energy

0%

0%

OilGas

D%

Power Transmission

Year ended September 30

2011

833

Power Distribution

.21

2010

.-.-

Profit

Change

1445

467

343

562

96%

Profit margin

Year ended September 30

2011 2010

455

286

nb

715

flA

3%

15.1%

398

...
21%

10.5%

28%

10.9%

943%

11.6%

13.1%



farm market Renewable Energys wind power business deliv

ered solid operating performance in fiscal 2011 while increas

ing its spending for RD marketing and selling associated

with growth The wind power business also saw continuing

pricing pressure as the market matures and grows more com

petitive most notably for onshore projects Profit development

for the Division was held back by negative impacts in its solar

business including continued operating losses throughout

fiscal 2011 In the fourth quarter Siemens completed an as

sessment of the growth prospects and long-term market de

velopment for the concentrated solar power business Follow

ing completion of the impairment test the solar business took

impairment charges totaling 231 million including 128 mil

lion for goodwill For additional information see D.6 Notes to

Consolidated Financial Statements In total these factors led

to loss of million for Renewable Energy in the current fis

cal year compared to profit of 343 million year earlier

Profit at OilGas rose 3% in fiscal 2011 to 467 million in

cluding strong performance in its turbines business The Di

visions 14% increase in revenue year-over-year was driven by

strong growth in emerging markets particularly in China and

India where revenue more than doubled Orders at OilGas
climbed 12% compared to the prior year on broad-based

growth across its businesses

Profit at Power Transmission was 562 million in fiscal 2011

down from 715 million year earlier Profit in fiscal 2011 was

held back by the conversion of lower-margin contracts from

the backlog due to ongoing pricing pressure This effect was

strongest in the transformers and high-voltage substation

businesses which have attracted new market entrants based

in lower-cost countries In addition the current year included

charges totaling 57 million including for staff reduction

measures related to optimizing the Divisions global manu

facturing footprint Further profit development year-over-

year was impacted by negative effects related to commodity

hedging Orders at Power Transmission rose 7% year-over-

year led by strong demand at the Divisions solutions busi

ness Revenue came in 3% higher compared to the prior fiscal

year led by growth in the Europe C.I.S Africa Middle East

region

Power Distribution contributed 286 million in profit in fiscal

2011 down substantially from the prior fiscal year Profit in

the current period was held back by higher expenses year

over-year for RD marketing and selling associated with busi

ness expansion and new technologies such as smart grids

Order intake and revenue at Power Distribution rose 5% and

4% respectively on growth in the regions Americas and Asia

Australia
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Healthcare

Sector

Year ended September 30 Si Change therein

iitt
millions ol 2011 2010 Actual Adjisled Currency Portfolio

Profit 1334 653 104%

Profit margin 10.7% 5.3%

Neworders 13116 12872 2% 2% 0% 0%

Total revenue 12517 12364 1% 2% 0% 0%

External revenue 12463 12281 1%

therein

Europe IS.2 Africo Middle East 4489 4681 4%
therein Germany 992 1056 656

Americas 5233 5142 2%

Asia Australia 2741 2459 11%

Euclodiny currency translation and portfolio effects Commonwealth of lndeltertdenl States

With effect from October 2010 the Healthcare Sector irn

plemented new organizational structure The new align

ment achieves greater integration of the Sectors businesses

and also unifies sales and service in one Sector-wide organiza

tion The audiology business unit is now managed as Sector-

led Business Unit Following the new structure financial re

sults are reported externally for the Sector and for the Diag

nostics Division Prior-year information is presented on com

parable basis

The healthcare market environment included continuing

pressure on public health budgets in developed countries

while healthcare spending increased in emerging market

countries particularly including China The Healthcare Sector

posted profit of 1334 billion for fiscal 2011 including nega

tive impacts related to particle therapy business The primary

impact stemmed from reevaluation of the commercial feasi

bility of particle therapy for general patient treatment alter

which the Sector decided to shift the focus of certain particle

therapy projects primarily to research In the third quarter

charges totaling 381 million were recognized related to this

reevaluation In accordance with project accounting rules

Healthcare reduced revenue in the imaging and therapy sys

tems businesses by an amount of revenue recognized from

the projects in prior periods The negative impact on profit re

lated to this revenue effect was approximately 100 million

within the total impact for the reevaluation mentioned above

Irs the first quarter before the reevaluation the Sector took

32 miffion in charges stemming from increased costs esti

mates for completing particle therapy contracts Profit in fiscal

2011 was also held back by the Sectors 43 million share of the

special employee remuneration allocation mentioned earlier

and loss of 32 million on the sale of healthcare IT business

in France For comparison the Sectors profit of 653 million

year ago included charges for impairments totaling 1204 bil

lion at Diagnostics and 96 million in charges related to the

particle therapy business Profit in the prior year benefited

from 79 million of the pension curtailment gain discussed

earlier and gain of 40 million related to the Sector ceasing

consolidation of former subsidiary due to loss of control The

Sector expects burdens on profit in coming quarters from mea

sures aimed at improving its competitive position

Profit at Diagnostics in fiscal 2011 was 300 million held

back by increased pricing pressure in competitive market

environment less favorable business mix from higher

proportion of lower-margin product lines and higher service

costs compared to the prior year Operational challenges

are expected to continue in coming quarters The profit was

also burdened by an increase in valuation allowances for re

ceivables triggered by debt rating downgrade related to

Greece year earlier Diagnostics posted loss of 804 mil

lion due to the impairment charges mentioned above and

benefited from 22 million of the pension curtailment gain
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mentioned above for the Sector PPA effects related to past

acquisitions were 169 million in fiscal 2011 and 178 million

in fiscal 2010

Orders for Healthcare increased 2% in fiscal 2011 compared to

the prior year Revenue rose 1% year-over-year including the

revenue reduction related to particle therapy projects men
tioned above The imaging and therapy systems businesses

delivered solid growth in both revenue and orders On an or

ganic basis Sector volume growth was 2% for both orders and

revenue On geographic basis double-digit order growth in

the Asia Australia region more than offset declines in the re

gions Europe C.I.S Africa Middle East and Americas The

Sector recorded higher revenue in the regions Asia Australia

and Americas offsetting decline in the Europe C.I.S Africa

Middle East region Emerging markets on global basis

showed positive growth for both revenue and orders includ

ing strong double-digit increases in China Healthcares book-

to-bill ratio was 1.05 and its order backlog stood at billion at

the end of the year Of the Sectors current backlog orders of

billion are expected to be converted into revenue during

fiscal 2012 orders of billion during fiscal 2013 and the re

mainder in the periods thereafter

In fiscal 2011 Diagnostics recorded revenue of 3.667 billion

unchanged from the prior year and orders of 3.678 billion

up slightly from 3.664 billion year ago Both orders and rev

enue showed double-digit growth in the Asia Australia re

gion and declines in the regions Americas and Europe C.I.S

Africa Middle East On an organic basis revenue was level

with the prior year and orders rose 1%

C.3.2.2 EQUITY INVESTMENTS

In fiscal 2011 Equity Investments reduced its loss to 26 mil

lion from loss of 191 million in fiscal 2010 The improve

ment was due mainly to lower equity investment loss relat

ed to our share in NSN which declined to 280 million from

533 million in the prior fiscal year NSN reported to Siemens

that it took restructuring charges and integration costs total

ing 151 million in fiscal 2011 compared to 378 million year

earlier Profit in fiscal 2011 also benefited from gain of 90
million on the sale of Siemens 49% stake in KMW These posi

tive factors were partly offset by results related to other equity

investments Our shares in BSH and KMW which was sold

during the first quarter of the current fiscal year together

generated equity investment income for Siemens totaling

191 million in fiscal 2011 down from 277 million in fiscal

2010 The equity investment result related to our share in EN

was loss of 46 million in fiscal 2011 compared to income of

million year earlier

In the first quarter of fiscal 2011 Nokia Corporation Nokia

and Siemens each converted 266 million consisting of

shareholder loan to NSN and deferred interest into preferred

shares In the fourth quarter of fiscal 2011 in order to

strengthen NSNs financial position Nokia and Siemens each

provided new equity of 500 million and received preferred

shares in return The increase in equity did not change the ex

isting shareholding ratio between Nokia and Siemens We ex

pect continued volatility in Equity Investments results in com

ing quarters including material impacts related to reposition

ing activities at NSN For further information see C.7 Report

on post-balance sheet date events

C.3.2.3 FINANCIAL SERVICES SF5

Yea ended September 30 Change

in millions of 2011 2010

Income before income taxes 428 443 3%
Total assets 14602 12506 17%

In fiscal 2011 SFS generated 428 million in profit defined as

income before income taxes Profit of 443 million in fiscal

2010 benefited from positive net effects related to various

investments including gain of 47 million on the sale of

an investment while the current fiscal year was burdened by

an impairment on an equity stake in power plant project

in the U.S due to unexpectedly adverse market conditions

An adverse change related to investments was partly offset

primarily by higher results in the commercial finance busi

ness In the fourth quarter of fiscal 2011 SFS announced

growth strategy which includes even stronger support

for the operating businesses of Siemens leading to higher

net cash outflows at the end of the quarter primarily relating

to growth in the commercial finance business These higher

net cash outflows led to an increase in Total assets to 14.602

billion

153 Consolidated Financial Statements

273 Additional information

140 10 Information required pursuant to Section 289 143 12 Additional information for supplemental

and Section 315 no.5 of the German Comrner- financial measures

cial Code HGB and explanatory report 145 13 Siemens AG Discussion on basis of

142 11 Compensation report and Corporate Governance German Commercial Code

statement pursaant to Section 289a of the German 151 14 Notes and forward-looking statements

Commercial Code MOB

95



The following table provides further information on the capi

tal structure of SFS as of September 30 2011 and 2010

Snpternber 30

in millions of 2011 2010

Allocated equity 1593 1458

Total debt 12O5 10028

therein introgroup financing 12066 10004

therein debt from external sources 24

Debt to equity ratio 7.58 688

Cash and cash equivalents l8 90

Both Moodys and Standard Poors view SFS as captive fi

nance company These rating agencies generally recognize

and accept higher levels of debt attrthutable to captive fi

nance subsidiaries in determining long-term and short-term

credit ratings

The allocated equity for SFS is mainly determined and influ

enced by the size and quality of its portfolio of commercial fi

nance assets primarily leases and loans and equity invest

ments This allocation is designed to cover the risks of the un

derlying business and is in line with common credit risk man

agement standards The actual risk of the SFS portfolio is

evaluated and controlled on regular basis The allocated eq

uity is calculated quarterly

C.3.2.4 RECONCILIATION TO

CONSOLIDATED FINANCIAL STATEMENTS

Reconciliation to Consolidated Financial Statements includes

Centrally managed portfolio activities Siemens Real Estate

SRE and various categories of items which are not allocated

to the Sectors and to SFS because management has deter

mined that such items are not indicative of the Sectors and

SFS respective performance

Centrally managed portfolio activities

For fiscal 2011 the result of Centrally managed portfolio activi

ties was loss of 40 million compared to loss of 169 mil

lion year earlier The improvement is due primarily to the

electronics assembly systems business which recorded profit

of 10 million in fiscal 2011 For comparison the result related

to this business in fiscal 2010 was loss of 141 million in

cluding 106 million provided for in connection with an ex

pected loss from the sale to ASM Pacific Technology The trans

action was announced in the fourth quarter of fiscal 2010 and

closed in the second quarter of fiscal 2011 In addition both

periods under review included losses related to the remaining

former business activities of Siemens IT Solutions and Services

that were not classified as discontinued operations and were

therefore retroactively reclassified as Centrally managed port

folio activities These losses were lower in the current year

Siemens Real Estate SRE
In 2009 we initiated multi-year program to improve the effi

ciency of our real estate management Under the program

Siemens bundled its real estate portfolio into SHE and is im

plementing measures to increase the efficiency of these as

sets The program was expected to generate approximately

250 million in annual cost savings primarily for the Siemens

Sectors by the end of fiscal 2011 mainly through the more ef

ficient utilization of space and reduction in vacant property

At the end of the current fiscal year we have completed the

bundling of our real estate assets into SHE and have achieved

the target of 250 million in annual cost savings compared to

the cost position prior to the start of the program

Income before income taxes at SHE was 150 million in fiscal

2011 down from 250 million year earlier due in part to low

er gains related to the disposal of real estate in the current pe
riod Costs associated with the real estate bundling program

came in lower year-over-year at 50 million compared to 75
million in fiscal 2010 Assets with book value of 489 mfflion

were transferred to SHE during fiscal 2011 as part of the real

estate bundling program SHE expects to continue with real

estate disposals depending on market conditions

Corporate items and pensions

In fiscal 2011 Corporate items and pensions posted loss of

273 million compared to loss of 702 million year earlier

Within this change Centrally carried pension expense im

proved to positive 75 million in the current year from

negative 167 mfflion in the prior year due primarily to lower

interest costs and higher expected return on plan assets

Corporate items recorded loss of 348 million in fiscal 2011

compared to loss of 535 million in fiscal 2010 The improve

ment year-over-year benefited from managements allocation
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of substantial part of the 267 million in special employee

remuneration that was accrued within Corporate items in the

fourth quarter of fiscal 2010 Within this part is the 240 mil

lion that was debited to the Sectors for management report

ing purposes charges were made to Industry of 128 million

to Energy of 69 million and to Healthcare of 43 million In

contrast fiscal 2011 included higher net charges related to le

gal and regulatory matters and provisions of 99 million relat

ing to regional risks In addition the current period includes

an amount of 53 million related to reimbursements to AtoS

which will continue in coming quarters during the post-clos

ing transition phase as AtoS becomes Siemens external IT

service provider

For comparison the prior fiscal year benefited from gains in

connection with compliance-related matters including gain

of 84 million related to an agreement with the provider of

Siemens directors and officers liability insurance net gain

related to settlements with former members of Siemens Man

aging Board and Supervisory Board and total gains of 40 mil

lion related to the recovery of funds frozen by authorities

Further fiscal 2010 included gain of 35 million from the

sale of our Roke Manor activities in the U.K

Eliminations Corporate Treasury

and other reconciling items

In fiscal 2011 income before income taxes from Eliminations

Corporate Treasury and other reconciling items was nega

tive 90 million compared to negative 331 million year ear

lier The main factor of the improvement was Corporate Trea

sury activities primarily due to changes in the fair market val

ue of interest rate and foreign currency derivatives not qualify

ing for hedge accounting The current fiscal year also benefited

from an improved interest result as well as positive effects re

lated to the reclassification of fund shares in connection with

the divestment of an asset management company at SFS
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C.3.3 Reconciliation to adjusted EBIIDA continuing operations

The following table gives additional information on topics in

cluded in Profit and Income before income taxes and provides

reconciliation to adjusted EBITDA based on continuing oper

ations We report adjusted EBIT and adjusted EBITDA as per

formance measure The closest comparable GAAP figure un

der IFRS is Net income as reported in our Consolidated State

ments of Income For further information regarding adjusted

EBIT and adjusted EBITDA please see C.14 Notes and for

ward-looking statements

For the fiscal years ended September 30 2011 and 2010

Profit Income toss front

investments accounted

for using the equity

method net

in millions of 2011 2010 2011 2010

Sectors and Divsions

Industry Sector 3618 2658 13

Industry Automation 143 1004

Drive Technologies 1087 803

Building Technologies 409 401

Industry Solutions 276 10

Mobility 429 463 11

Energy Sector 4141 3361 12 78

Fossil Power Generation 2.833 1445 33 27

Renewable Energy 343 57
OilGas 467 455

PowerTransmission 562 715 35 36

Power Distribution 286 398

Healthcare Sector 1334 653

therein Diagnostics 804
Total Sectors 6673 58 93

Equity Investments 191 44 248
Financial Services SF5 443 92 130

Reconciliation to Consolidated Financial Statements

Centrally managed portfolio activities 169 12 14

Siemens Real Estate SRE 150 250

Corporate items and pensions 273 702

Eliminations Corporate Treasury and other reconciling items 90 331 29 20

Siemens 9242 5974 147

Profitof lEe Sectors and Divisions as well as of Equity Investments and Centrally managed portfolio activities is earnings belore financing interest certain pension costs and income axe

Certain other items nor cortsirlCred performance indicative by Martagenment may he excluded Profit of 5FS and SRE is Irmconte before income taxes Profit ol Siemens is Irmcorxe fran

continuing operations before income taxes For reconciliation of Income trorn continuing operations before income taxes to Net income see consolidated Statements of Income

8eginning with fiscal 2011 central infrastructure costs which were formerly reported in Corporate items witl be allocated primarity to the Sectors The total amount to be altocated is

rleternmined at the beginning of the fiscal year and is charged in net portions in all tour quarters Presentation of prior-year information has been adjusted to confornr to the crttrent.year

presentation

Includes imnrpairmoonts and reversals of imnairments of investnrents accnurrted for rising ttte equity method

98

To our shareholders

23 Corporate Governance 51 r_oqruined flamxynrrrr EilSUSSlO or CI xr0r55s

52 Business and operating environment

80 Flscal2Oll Financial summary

83 CI ResaiC of operations

101 Financial position

114 Net assets position

117 Overall assessment of the economic position

118 Report on post-balance sheet date events

119 Report on expected developments and

associated material opportunities and risks

135 Information required pursuant to Section 2894
and Section 3154 of the German Cornmewial

Code HGB and explanatory report



Financial income Adjusted Amortization Depreciation and Adjusted Adjusted

expense net EBIT impairments of property EBITDA EBITDA margin

plant and equipment

and goodwill

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010

11 14 592 659 349 346 437 438 4378 444 133% II 4%

1406 1004 177 183 100 94 1683 1282

1085 804 45 45 156 148 1286 997

404 393 85 77 84 91 572 561

269 11 27 25 53 59 34 73

13 425 471 15 15 44 47 485 533

828 22 301 305 111 93 541 353 953 752 143% 147%

823 14 1976 1431 15 16 125 123 2117 1571

55 337 45 29 227 57 328 423

470 457 26 26 63 58 541

10 517 679 10 11 87 77 767

288 395 15 11 34 33 439

20 1322 630 320 317 324 1538 2484 157% 201%

295 802 188 200 219 1422 820

820 15 8215 6595 781 756 1303 2329 10299 9680

13 35 22 22

299 268 37 46 256 326 30 380

52 187 10 176

82 47 232 298 271 294 504 594

77 144 350 557 12 24 47 51 290 483

10 196 129 155 50 59 179 213

1137 97 7958 6061 807 791 1.831 2952 10596 9805

Ins-I ties nyu xi xl non s-i rrenr unable for sale eancial as els Forte tie uric al rico tie enpe set ci comp ye terest sco lie rest expense and Oth financial tco lie

expense net as reported in the Consolidated Stalements of Income

Adjusted E8I1 is Income from continuing operations before income taxes less Financial income expense net and Income floss from investments acrounted for using the equity method net

Amortization arid impairments net of reversals of intangible assets other Shari goodwill

Depreciation and impaisrrents of property plont and equipment net of renersals Includes impairments oI goodwill of 128 million and 145 billion for the fiscal years ended Seprember 30

2011 and 2010 respectively

Doe to ronnding numbers presented may not add up precisely to totals provided
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C.3.4 Dividend

At the Annual Shareholders Meeting scheduled for January

24 2012 the Managing Board in agreement with the Super

visory Board will submit the following proposal to allocate

the unappropriated net income of Siemens AG for the fiscal

year ended September 30 2011 to distribute dividend of

3.00 on each no-par value share entitled to the dividend for

fiscal year 2011 existing at the date of the Annual Sharehold

ers Meeting and the remaining amount to be carried for

ward The prior-year dividend was 2.70 per share

C.3.5 Critical accounting estimates

Siemens Consolidated Financial Statements are prepared in

accordance with International Financial Reporting Standards

IFRS as adopted by the European Union EU The financial

statements are also in accordance with IFRS as issued by the

LASS Our significant accounting policies as described inn D.6

Notes to Consolidated Financial Statements are essential to

understand our results of operations financial positions and

cash flows Certain of these accounting policies require criti

cal accounting estimates that involve complex and subjective

judgments and the use of assumptions some of which may

be for matters that are inherently uncertain and susceptible to

change Such critical accounting estimates could change from

period to period and have material impact on our financial

position results of operations and cash flows Critical ac

counting estimates could also involve estimates where man

agement reasonably could have used different estimate in

the current accounting period Management cautions that fu

ture events often vary from forecasts and that estimates rou

tinely require adjustment

For information on Critical accounting estimates see D.6

Notes to Consolidated Financial Statements
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C.4 Financial position

C.4.1 Principles and objectives

of financial management

Siemens is committed to strong financial profile which pro

vides the financial flexibility to achieve growth and portfolio

optimization goals largely independent of capital market con

ditions

Financial management at Siemens is executed according to

applicable laws and internal guidelines and regulations It in

cludes the following activities

C.4.1.1 LIQUIDITY MANAGEMENT

Our principal source of financing is cash inflows from operat

ing activities Corporate Treasury generally manages cash and

cash equivalents for Siemens and has primary responsibility

for raising funds in the capital markets for Siemens through

various debt products with the exception of countries with

conflicting capital market controls The relevant consolidated

subsidiaries in these countries obtain financing primarily

from local banks Siemens follows prudent borrowing policy

which is aimed towards balanced financing portfolio di

versified maturity profile and comfortable liquidity cushion

On September 30 2011 Siemens held 12.468 billion in cash

and cash equivalents mainly in euros which were predomi

nantly managed by Corporate Treasury Especially since the

beginning of the global financial markets crisis Siemens

monitors funding options available in the capital markets

trends in the availability of funds arid the cost of such funding

very closely to evaluate possible strategies regarding its finan

cial and risk profile

Corporate Treasury enters into reverse repurchase agreements

with financial institutions with investment grade credit rat

ings Siemens holds securities as collateral under these agree

ments via third party Euroclear and is permitted to sell or

re-pledge the securities The extent to which Siemens engages

in transactions involving reverse repurchase agreements de

pends on its liquidity management needs and the availability

of cash and cash equivalents which varies from time to time

For further information on reverse purchase agreements see

D.6 Notes to Consolidated Financial Statements

C.4.1.2 CASH MANAGEMENT
Cash management comprises the management of bank partner

relationships and bank accounts as well as the execution of

payments including the administration of cash pools on

global level Siemens strives to raise efficiency and transparen

cy through high level of standardization and continuous ad

vancement of payment processes Where permissible the exe

cution of intercompany and third party payments is effected

centrally through group-wide tools with central controls to en

sure compliance with internal and external guidelines and re

quirements To ensure efficient management of Siemens

funds Corporate Treasury has established central cash man

agement approach to the extent legally and economically fea

sible funds are pooled and managed centrally by Corporate

Treasury Conversely funding needs within Siemens are cov

ered centrally by Corporate Treasury via intercompany current

accounts and or loans where legally and economically feasible

C.4.1.3 FINANCIAL RISK MANAGEMENT
Investments of cash and cash equivalents are subject to credit

requirements and counterparty limits Corporate Treasury

pools and centrally manages Siemens interest rate certain

commodity and currency risk exposures and uses financial de

rivative instruments in transactions with external financial in

stitutions to offset such concentrated exposures Especially

since the beginning of the global financial market crisis

Siemens monitors counterparty risk in its financial assets and

financial derivative instruments very closely For more de

tailed information about financial tisk management at Siemens

see D.6 Notes to Consolidated Financial Statements

C.4.1.4 MANAGEMENT OF PENSION PLAN FUNDING

Siemens funding policy for its pension funds is part of its

overall commitment to sound financial management which

includes continuous analysis of the structure of its pension

liabilities For more detailed information about Siemens pen

sion plan funding see 4.4.3 Funding of pension plans and

similar commitments

C.4.1.5 CAPITAL STRUCTURE MANAGEMENT
AND CREDIT RATING

To effectively manage its capital structure Siemens seeks to

maintain ready access to the capital markets through various

debt products and to preserve its ability to repay and service

its debt obligations over time For more detailed information

about Siemens capital structure see below

key factor in maintaining strong financial profile is our cred

it rating which is affected by among other factors our capital

structure profitability ability
to generate cash flow geographic
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and product diversification as well as our competitive market

position Our current corporate credit ratings from Moodys In

vestors Service and Standard Poors are noted as follows

Moodys Investors Standard

Service Poors

Long-term debt Al

Short-term debt P-I A-l

On November 2007 Moodys applied long-term credit rat

ing of Al The rating classification is the third highest rat

ing within the agencys debt ratings category The numerical

modifier indicates that our long-term debt ranks in the

higher end of the category On September 2011 Moodys

revised its outlook for Siemens credit rating from stable to

positive The outlook change recognizes that over the past

years Siemens large business portfolio has become more bal

anced and resilient to cyclicality as result of disposals Fur

thermore it reflects Siemens strengthened profitability The

Moodys rating outlook is an opinion regarding the likely di

rection of an issuers rating over the medium-term Rating

outlooks of Moodys fall into the following six categories

positive negative stable developing ratings under re

view and no outlook

Moodys Investors Services rating for our short-term corpo

rate credit and commercial paper is P-i the highest available

rating in the prime rating system which assesses issuers

ability to honor senior financial obligations and contracts It

applies to senior unsecured obligations with an original matu

rity of less than one year On September 2011 Moodys af

firmed our P-I short-term rating

On June 2009 Standard Poors applied long-term credit

rating of Within Standard Poors ratings definitions an

obligation rated has the third highest long-term rating cat

egory The modifier indicates that our long-term debt

ranks in the upper end of the category On April 18 2011

Standard Poors revised its outlook for Siemens credit rating

from stable to positive The outlook resision reflects Siemens

solid operating and financial performance throughout the

2008 to 2010 global financial and economic downturn rat

ing outlook indicates the potential direction of long-term

credit rating over the medium-term Rating outlooks of Stan

dardPoors fail into the following four categories positive

negative stable and developing

Furthermore Standard Poors raised our short-term corpo

rate credit rating from A-I to A-I on April 18 2011 This is

the highest short-term rating within the Standard Poors
short-term rating scale The upgrade of the short-term rating

is based on Standard Poors assessment of our liquidity

The U.S Securities and Exchange Commission granted the reg

istration of Moodys Investors Services and Standard Poors

Ratings Services the status of nationally recognized statistical

rating organizations NBSROs Siemens does not have any

agreements with other nationally recognized statistical rating

organizations to provide long-term and short-term credit

ratings

We believe that our high credit rating for our long-term debt

applied by Moodys and Standard Poors allows us to raise

funds in the capital markets at attractive conditions or to ob

tain financing from banks with financial flexibility high

credit rating generally leads to lower credit spreads and there

fore our rating also positively affects our funding costs Secu

rity ratings are not recommendation to buy sell or hold se

curities Credit ratings may be subject to revision or withdraw

al by the rating agencies at any time and each rating should

be evaluated independently of any other rating

C.4.2 Capital structure

As of September 30 2011 and 2010 our capital structure was

as follows

September 30 ii Change

in mitions of 2011 2010

Total equity attributable to

shareholders of Siemens AG 3153Q 28.346 11%

As percentage of total capital 64% 59%

Short-term debt and current

maturities of long-term debt 3660 2416

Long-term debt 14280 17497

Total debt 17940 19913 lO%

As percentage of total capital 36% 41%

Total
capital

total debt and total equity 49470 48259 3%

In fiscal 2011 total equity attributable to shareholders of

Siemens AG increased by 11% compared to fiscal 2010 Total

debt decreased by 10% during fiscal 2011 This resulted in an
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increase in total equity as percentage of total capital to 64%

compared to 59% in fiscal 2010 Accordingly total debt as

percentage of total capital decreased to 36% from 41% in the

prior year For more detailed information on changes in equity

and in debt see C.5 Net assets position and D.6 Notes to

Consolidated Financial Statements

We have commitments to sell or otherwise issue common

shares in connection with established share-based compensa

tion plans In fiscal 2011 commitments for share-based com

pensation were fulfilled through treasury shares In fiscal

2012 we may again fulfill commitments for share-based com

pensation through treasury shares For additional information

with respect to share-based compensation and treasury

shares see D.6 Notes to Consolidated Financial Statements

As part of our One Siemens framework for sustainable value

creation Siemens decided to continue to use an indicator to

optimize its capital structure For further information see

2.3 Financial performance measures key consideration

in this regard is maintenance of ready access to the capital

markets through various debt products and preservation of

our ability to repay and service our debt obligations over time

Siemens set capital structure target range of 0.5 1.0 The

ratio is defined as the item Adjusted industrial net debt divid

ed by the item Adjusted EBJTDA continuing operations The

calculation of the item Adjusted industrial net debt is set forth

in the table below Adjusted EB1TDA continuing operations

is defined as adjusted earnings before income taxes EBIT be

fore amortization defined as amortization and impairments

net of reversals of intangible assets other than goodwill and

depreciation and impairments of property plant and equip

ment and goodwill Adjusted EB1T is defined as the line item

Income from continuing operations before income taxes less

the line item Interest income less the line item Interest ex

pense less the line item Other financial income expense net

as well as less the line item Income loss from investments

accounted for using the equity method net For further infor

mation see C.3.3 Reconciliation to adjusted EBITDA con

tinuing operations

September 30

in millions 01 oi 2010

Short term debt and current maturities of long-term debt 3660 2.416

Plus Long term debt1 14280 17497

Less Cash and cash equivalents 1246R 14108

Less Current available-for-sale financial assets c47 246

Net debt 4995 5560

Less SF5 Debt 12075 10028

Plus Pension plans and similar commitments2 7307 8464

Plus Credit guarantees 591 597

Less 50% nominal amount hybrid bond3 883 886
Less Fair value hedge accounting adjustment4 1470 1518

Adjusted industrial net debt 1534 2189

Adjusted E8ITOA continuing operations 10596 9805

Adjusted industrial net debtladjusted EBITDA continuing operations 0.14 0.22

rhe tern Short-term debt and current maturities of long-terse debt as well as the item Long-term debt included in total fair value hedge accounting adiusrraents of 1470 million

and 1518 million for the tscal year ended September 30 2011 and 2010 respectively

1st frscal 2011 to consider Siemens total pension liability adjusted industrial net debt includes line steer Pension plans and similar cotnmitnrenls as presented in tire Consolidated

Slalensenr of Financial Position Prior-year anrourrts are reclassified to ronIornr to tire current-year preseoladorr
he adjnstrrtent femur hybrid bond considers tire calculation of this financial ratio applied by raring agencies to classifysoA of our hybrid bond as equity and 50% as debt Tins

assigsrsrseot reflects the cftaracleristics of our hybrid bond such as lorsg rrsaturity date asd subordination to all
senior anti debt obligations

Debts gerserally reported wish value reptesettting approximately the amount to be repaid However for debt designated itt hedgirrg relatiovsfrip fair naive hedges this amount

is adjusted by clsaoges itt ntarkel naive rsainly dun to cltarrges in irrtemest rates Accordingly we deduct these changes in market nalr.re in order to errd up willS an amount of debt

that apprvoivsately will be repaid We believe this isa nrore nreaniogful figure forthe calculation presented above For further inromnsation on laimvalue hedges seep vsres to

lorSsoirdoeo F.rn-r/nS SIoeniorS

Due to sounding rttrmhers presented stay not add up precisely to totals provided
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C.4.3 Cash flow

Fiscal 2011 compared to fiscal 2010

The following discussion presents an analysis of our cash flows

for fiscal 2011 and 2010 for both continuing and discontinued

operations Discontinued operations include primarily OSRAM

and Siemens IT Solutions and Services which were classified

as discontinued operations during the second quarter of fiscal

2011 Prior periods are presented on comparable basis

We report Free cash flow as supplemental liquidity measure

which is defined as net cash provided by used in operating

activities less cash used for additions to intangible assets and

property plant and equipment We believe that the presenta

tion of Free cash flow provides useful information to investors

because it gives an indication of the long-term cash-generat

ing ability of our business and our ability to pay for discretion

ary and non-discretionary expenditures not included in the

measure such as dividends debt repayment or acquisitions

We also use Free cash flow to compare cash generation among

the segments of our business Free cash flow should not be

considered in isolation or as an alternative to measures of

cash flow calculated in accordance with IFRS For further in-

formation about the usefulness and limitations of this mea
sure see C14 Notes and forward-looking statements

Cash flows from operating activities Operating activities

in continuing and discontinued operations provided net cash

of 7.767 billion in fiscal 2011 compared to net cash provided

of 9.349 billion year earlier

Within the total continuing operations provided net cash of

8.056 billion the current period compared to net cash pro
vided of 8.997 billion in fiscal 2010 The decrease in cash flow

from operating activities was due primarily to an increase in

net working capital in Total Sectors associated with growth

partly offset by cash inflows driven by an increase in Siemens

profit supported by an increase of 36% in Total Sectors profit

The major factor within net working capital was art increased

build-up in inventories primarily in the Energy Sector For

comparison net working capital in the Total Sectors decreased

year earlier Fiscal 2011 included cash outflows for personnel-

related expenses of 0.3 billion in connection with the previ

ously disclosed special remuneration for non-management

employees For comparison fiscal 2010 included higher cash

outflows related to staff reduction measures Lower income

taxes paid in fiscal 2011 were more than compensated by lower

dividends received which related mainly to our investment in

BSH and higher pension funding relating to our pension plans

and similar commitments compared to the prior year

Discontinued operations used net cash of 289 million in fis

cal 2011 compared to net cash provided of 352 million year

earlier The current period included primarily cash outflows

related to establishing Siemens IT Solutions and Services as

separate legal group including for carve-out activities and

personnel-related matters partly offset by cash inflows from

OSRAMs operating activities

Free cash flow

Continuing operations Discontinued operations Continuing and

discontinued operations

Year ended September 30 Year ended September 30 Year ended September 30

in millions of 2011 2010 2011 2010 2011 2010

Net cash_provided_by_used_in1

Operating actMties 8056 8997 289 352 76 9349

Investing activities 2909 2315 1135 532 4044 2847
therein Additions to intangible assets and

property plant and equipment 2171 1954 446 382 Z617 2336
Freecashflow-2 A8 5885 7043 735 30 5150 7013

For information regarding Nnt cash provided by used in financing activities please refer to the discussion below

The dosest comparable financial measure of Free cash flow under IFRS is Ncr cash provided by used tsr operating activities Net cash provided by used in operating acrisities from

continuing operations as well as front continuing artd discontinued operations is reported in oar Consolidated Statements of Cash Flow Additions to irlrangible assets and propertA

plant and equipment from continuing operations is roconcilerl to the figures as reported in the Consolidated Statensents of Casts Flow irs LAo Nlrs lv onsvlida red Ervvol OAtS

merits Other contfsanies that report Free casis flow may define and calculate this measure differently
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Cash flows from investing activities investing activities in

continuing and discontinued operations used net cash of

4.044 billion in fiscal 2011 compared to net cash used of

2.847 billion year earlier

Within the total net cash used in investing activities for con

tinuing operations amounted to 2.909 billion in the current

period compared to net cash used of 2.315 billion in fiscal

2010 Higher cash outflows in the current period are due

mainly to cash outflows of 1770 billion in fiscal 2011 for the

increase in receivables from financing activities In the fourth

quarter of fiscal 2011 SFS announced growth strategy which

includes even stronger support for the operating businesses

of Siemens leading to higher net cash outflows at the end of

the fourth quarter primarily to the growth in the commercial

finance business at SFS Higher purchases of investments in

fiscal 2011 of 889 million primarily included cash outflows

relating to the 500 million in new equity which we provided

to NSN in exchange for preferred shares in order to further

strengthen NSNs financial position Other factors within pur

chases of investments relate to the build-up of our concen

trated solar power business and the first installment payment

for our equity investment in A2SEAAI supplier of offshore

wind-farm installation services These higher cash outflows

were partly offset by higher proceeds from sales of invest

ments intangibles and property plant and equipment which

rose to 2.108 billion from 585 million in the prior-year peri

od Sales of investments of 1.587 billion in the current period

primarily included proceeds of 1.7 billion from the sale of our

stake in Areva NP SA.S in the second quarter of fiscal 2011

subsequently reduced by 0.7 billion in the third quarter of

fiscal 2011 due to the arbitration decision as mentioned earli

er Proceeds from sales of investment intangibles and proper

ty plant and equipment also included the sale of our 49% mi

nority stake in KMW and higher proceeds from real estate dis

posals at SHE than year earlier Cash outflows for acquisi

tions net of cash acquired of 300 million in fiscal 2011 relate

primarily to several acquisitions of entities within Total Sec

tors to optimize our business portfolio For comparison the

prior-year period included cash outflows of 434 million in

cluding 265 million for the acquisition of Solel Solar Sys

tems concentrated solar power company

Discontinued operations used net cash of 1.135 billion in in

vesting activities in fiscal 2011 compared to net cash used of

532 million year earlier The current period included addi

tions to intangible assets and property plant and equipment

mainly at OSRAM as well as payments of 249 million related

to OSRAMs acquisition of Siteco supplier of urban infra

structure lighting Additional cash outflows of 0.4 billion re

lated to the disposal of Siemens lT Solutions and Services in

cluding the effects resulting from the transfer and the contri

bution of plan assets into separate pension plans in fiscal 2011

Free cash flow from continuing and discontinued operations

amounted to positive 5.150 billion in fiscal 2011 compared

to positive 7.013 billion year earlier

Free cash flow from continuing operations amounted to pos

itive 5.885 billion in fiscal 2011 compared to positive

7.043 billion year earlier The change year-over-year was

due primarily to the decrease in net cash provided by operat

ing activities as discussed above Cash used for additions to

intangible assets and property plant and equipment in

creased from 1.954 billion in the prior-year period to 2.171

billion in the current period due primarily to increased invest

ments in the industry Sector and at SHE associated with its

responsibility for uniform and comprehensive management

of the real estate assets of Siemens worldwide

On sequential basis Free cash flow during fiscal 2011 and fis

cal 2010 developed as follows

Free cash flow in millions of

Cash flows from financing activities Financing activities

from continuing and discontinued operations used net cash

of 5.443 billion in the fiscal 2011 compared to 2646 billion

of net cash used year earlier

Within the total continuing operations used net cash of

6.867 billion in fiscal 2011 compared to net cash used of

2.826 billion year earlier The increase in cash outflows was

due primarily to the redemption of 2.0 billion in 5.75% bonds
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that matured in July 2011 and payment of 1.0 billion relat

ed to the binding offer to purchase additional shares in order

to increase our stake in our publicly listed Indian subsidiary

Siemens Ltd from about 55% to maximum of 75% In addi

tion dividends paid to shareholders for fiscal 2010 in the cur

rent period were 2.356 billion up from 1.388 billion paid

for fiscal 2009 in fiscal 2010 These cash outflows were part

ly offset by cash inflows from changes in short-term debt and

other financing activities of 227 million due mainly to cash

inflows related to the settlement of financial derivatives used

to hedge currency exposure in our financing activities For

comparison cash outflows from changes in short-term debt

and other financing activities of 725 million in the prior year

included higher repayments of commercial paper and pay

ments related to the settlement of financial derivatives used

to hedge currency exposure in our financing activities

In fiscal 2011 we recorded cash outflows of .408 billion for fi

nancing of discontinued operations compared to cash out

flows of 187 million year earlier Discontinued operations

are financed principally from Corporate Treasury The item Fi

nancing discontinued operations includes these intercompa

ny financing transactions

C.4.4 Capital resources

and requirements

Siemens capital resources consist of variety of short- and

long-term financial instruments including but not limited to

loans from financial institutions commercial paper medium-

term notes and bonds In addition to cash and cash equiva

lents and to available-for-sale financial assets liquid resources

consist of future cash flows from operating activities

Our capital requirements include among others scheduled

debt service regular capital spending ongoing cash require

ments from operating and SFS financing activities including

higher cash outflows related to the announced growth strate

gy of SFS dividend payments pension plan funding portfolio

activities and cash outflows in connection with restructuring

measures

Total debt comprises our Notes and bonds Loans from banks

Obligations under finance leases and Other financial indebt

edness such as commercial paper Total debt comprises Short-

term debt and current maturities of long-term debt as well as

Long-term debt as stated on the Consolidated Statements of

Financial Position Total liquidity refers to the liquid financial

assets we had available at the respective balance sheet dates

to fund our business operations and pay for near-term obliga

tions Total liquidity comprises Cash and cash equivalents as

well as current Available-for-sale financial assets as stated on

the Consolidated Statements of Financial Position Net debt

results from total debt less total liquidity Management uses

the Net debt measure for internal corporate finance manage

ment as well as for external communication with investors

analysts and rating agencies and accordingly we believe that

presentation of Net debt is useful for those concerned Net

debt should not however be considered in isolation or as an

alternative to short-term debt and long-term debt as present

ed in accordance with IFRS For further information about the

usefulness and limitations of Net debt see 14 Notes and

forward-looking statemeri ts

September 30

in millions of 2011 2010

Short-term debt and current maturities

of long-term debt 3660 2416

Long-term debt 14280 17497

Total debt 17940 19913

Cash and cash
equivalents 12481 14108

Available-for-sale financial assets current 477 246

Total iquidity 294S 14354

Net debt1 4995 5560

We typically need considerable portion of out cath and cash equivalents as well

as current availaltle-ler-sale financial assets at
any given time for purposes other

than debt reduction lhe deduclion of these items from total debt icr the calcula

lion of Net debt lltetefore should not he understood 10 mean that tbese items are

available exclusively for debt reduction at
any given time Net debt comtuises items

as stated on the consolidated Statements ol Financial Position
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The changes in Net debt from fiscal 2010 to 2011 may also be

presented as follows

Changes in Net debt in millions of

4582 4995

8056

Netdebt Netcash Netcash Other Netdebt

as of provided by used in changes as of

September operating investing September

30 2010 activities activities 30 2011

Commercial paper program We have US$9.0 billion 6.7
billion global multi-currency cornniercial paper program in

place which includes the ability to issue US$-denominated

extendible notes In fiscal 2011 we issued commercial paper in

varying amounts to fund our ongoing short-term capital re

quirements Our issuances of commercial paper typically have

maturity of less than 90 days As of September 30 2011 we
had no commercial paper outstanding All commercial paper

issued in fiscal 2011 was completely repaid within the year

Notes and bonds We have program for the issuance of

debt instruments debt issuance program formerly called

medium-term note program of 15.0 billion in place which

we updated in May 2011 Under this program we issued the

following instruments

In February 2009 we issued 4.0 billion in fixed-interest

rate instruments in two tranches comprising 2.0 billion in

4.125% instruments due in February 2013 and 2.0 billion in

5.12 5% instruments due in February 2017

In June 2008 we issued 3.4 billion in fixed interest rate in

struments in three tranches comprising 1.2 billion in

5.25% instruments due in December 2011 1.0 billion in

5.375% instruments due in June 2014 and 1.2 billion in

5.625% instruments due in June 2018

In August 2008 we increased two tranches of the 3.4 bil

lion instruments by 750 million including 350 million in

5.25% instruments due in December 2011 and 400 million

in 5.625% instruments due in June 2018

In March 2006 we issued US$1.0 billion in notes in two

tranches comprising US$500 million in floating rate notes

three months London Interbank Offered Rate 0.15% due

in March 2012 and US$500 million in 5.625% notes due in

March 2016

The nominal amount outstanding under the debt issuance

program was 8.9 billion as of September 30 2011

In September 2006 we issued subordinated hybrid bond in

two tranches euro tranche of 900 million in 5.25% notes

and British pound tranche of 750 million in 6.125% notes

both tranches with final legal maturity in September 2066

The company has call option after ten years or thereafter If

the bond is not called both tranches will become floating rate

notes according to the conditions of the bond The total nomi

nal amount of our hybrid bond is 1.8 billion

In August 2006 we issued notes totaling US$5.0 billion These

notes were issued in four tranches comprising US$750 mil

lion in floating rate notes three months London Interbank

Offered Rate 0.05% due in August 2009 which were re

deemed at face value at their maturity date US$750 million in

5.5% notes due in February 2012 US$1.750 billion in 5.75%

notes due in October 2016 and US$1.750 billion in 6.125%

notes due in August 2026 We may redeem at any time all or

some of the fixed rate notes at the early redemption amount

call according to the conditions of the notes The nominal

amount of these notes outstanding as of September 30 2011

was 3.1 billion

In June 2001 the Company issued bond with sri aggregate

amount of 4.0 billion comprising two tranches The out

standing second tranche 2.0 billion in 5.75% bonds matured

in July2011 was redeemed at face value

Assignable loans In June 2008 we issued four series of as

signable loans with an aggregate amount of 1.1 billion 370

million in floating rate notes six months European Interbarik

Offered Rate 0.55% and 113.5 million in 5.283% notes both

maturing in June 2013 and 283.5 million in floating rate

notes six months European Interbank Offered Rate 0.7%

and 333 million in 5.435% notes both maturing in June 2015

Both floating rate tranches were called in August 2011 and will

be redeemed in December 2011
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Credit facilities We have three credit facilities at our dispos

al for general corporate purposes Our credit facilities as of

September 30 2011 consist of 7.1 billion in committed lines

of credit These facilities include

US$5.0 billion 3.7 billion undrawn syndicated multi-

currency revolving credit facility expiring March 2012 pro

vided by syndicate of international banks

450 million bilateral undrawn revolving credit facility ex

piring September 2012 provided by domestic bank

US$4.0 billion syndicated multi-currency credit facility ex

piring August 2013 provided by syndicate of international

banks This facility comprises US$1.0 billion 0.7 billion

term loan which was drawn in January 2007 and is due in

August 2013 as well as an undrawn US$3.0 billion 2.2 bil

lion revolving tranche

As of September 30 2011 6.4 billion of these lines of credit

remained unused

The maturity profile of the loans notes and bonds described

above is presented below

Loans notes and bonds maturity profile

nominal amounts outstanding in billions of

22l2JI6i1 ii
We may redeem at any time at or some of USS-notes issued in August2006

at the early redemption amount call according to the conditions of the notes

Both floating rate tranches of the assignable loans were called in August 2011

and will be redeemed in December 2011

the maturity of the hybrid bond depends on the euercise of call optioo
the bond it callable by sit

in September 2016 and thereafter with final legal

maturity ending in September 2066

The US$4 billion and US$5 billion syndicated multi-currency

revolving credit facilities provide their lenders with right of

termination in the event that Siemens AG becomes sub

sidiary of another company or an individual or group of

individuals acting in concert acquires effective control over

Siemens AG by being able to exercise decisive influence over

its activities The 450 million bilateral revolving credit facility

may be terminated by the lender if major changes in Siemens

To our shareholders

AGs corporate legal situation occur that jeopardize the order

ly repayment of the credit

None of our credit facilities contains material adverse

change provision of the type often found in facilities of such

nature and none of our global commercial paper and debt is

suance programs nor our credit facilities contain specific fi

nancial covenants such as rating triggers or interest coverage

leverage or capitalization ratios that could trigger remedies

such as acceleration of repayment or additional collateral

Further information about our bonds and the other compo
nents of our debt as well as about our financial risk manage

ment and the use of financial instruments for hedging pur

poses is provided in D.6 Notes to Consolidated Financial

Statements

Capital expenditures Capital expenditures from continuing

operations increased from 2.576 billion in the prior year to

2753 billion in fiscal 2011 due primarily to increased capital

expenditures in the Industry Sector related to efforts to in

crease market share and to secure leadership in technology-

driven growth markets and in SRE associated with SREs re

sponsibility for uniform and comprehensive management of

real estate for our company worldwide Capital expenditures

include additions to intangible assets and property plant and

equipment and additions to assets held for rental in operating

leases as presented in the Consolidated Statements of Cash

Flow 1.809 billion of our capital expenditures relates to our

three Sectors 944 million relates mainly to SRE and to SFS

primarily associated with operating leases

We directed significant portions of our capital expenditures in

fiscal 2011 to expand capacities in strategic growth markets

particularly including emerging markets to safeguard or en
hance market share and to secure leadership or competitive

ness in technology-driven growth markets Industry spent

large portion of its capital expenditures of 688 million for in

novation extension and replacement of technical equipment

and machines primarily at Drive Technologies Industry Auto

mation and Building Technologies Drive Technologies fo

cused on the extension relating to its drive systems Industry

Automation used the major amount for the modernization of

technical equipment and machines Building Technologies

used considerable amount for innovation relating to power

distribution as well as infrastructure solutions Energys main

focus for capital expenditures of total 634 million related to

the extension of capacities such as for the technology-driven

wind power market Considerable amounts at Energy were al

so used for the extension related to technical equipment and
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machines particularly at Power Transmission Healthcare

used its capital expenditure of 487 million in fiscal 2011 pri

marily for development of software and IT solutions and mak

ing investments for additions to assets held for rental in oper

ating leases relating to Diagnostics products

The changes of capital expenditures from fiscal 2011 to 2010

are as follows

Capital expenditures in millions of

Siemens continuing operations

FY2O1I 2.753

7%

2010 2576

Industry Sector

FY2O11 688
19%

FY2O1O fl

Energy Sector

FY2011 634
9%

FY2O1O

Healthcare Sector

Fl 2011 487

12%
FY2O1O 551

The capital expenditure rate for our Total Sectors was 93% for

fiscal 2011 The capital expenditure rate is the ratio of the

items Additions to intangibles assets and property plant and

equipment and Additions to assets held for rental in operating

leases to depreciation and impairments of property plant and

equipment net of reversals of impairments as well as amorti

zation and impairments of intangible assets net of reversals

of impairments as presented in Notes to Consolidated Fi

noricial Statements Goodwill impairment is excluded Our

mid-term target is to keep our capital expenditure rate in the

range of 95% to 115%

The capital expenditure rates for our Total Sectors for fiscal

2011 and fiscal 2010 are as follows

Dividend At the Annual Shareholders Meeting scheduled

for January 24 2012 the Managing Board in agreement with

the Supervisory Board will submit the following proposal to

allocate the unappropriated net income of Siemens AG for the

fiscal year ended September 30 2011 distribution of divi

dend of 3.00 on each no-par value share entitled to the divi

dend for fiscal year 2011 existing at the date of the Annual

Shareholders Meeting which in the aggregate amounts to an

at present expected total distribution of approximately 2.6

billion with the remaining amount to be carried forward

Other capital resources and requirements IWo major

portfolio transactions are expected to have major influence

on our cash flows from discontinued operations in fiscal 2012

We expect that the disposal of Siemens IT Solutions and Ser

vices in fiscal 2011 will occasion significant cash outflows in

coming quarters that might reach high triple-digit million

amount These cash outflows consist among other things of

extensive support that Siemens is providing in order to foster

Siemens iT Solutions and Services business success including

for integration and training costs as well as further protec

tions and guarantees In addition we expect that the planned

public offering of OSRAM AG will result in substantial cash in

flows Furthermore our capital requirements also include

higher cash outflows in coming quarters from measures at

the Healthcare Sector aimed at improving its competitive po
sition and from the effects related to the reevaluation of the

commercial feasibility of particle therapy for general patient

treatment following the Healthcare Sectors decision to shift

the focus of certain particle therapy projects primarily to

research

With our ability to generate positive operating cash flows our

total liquidity of 12.945 billion and our 6.4 billion in Un
drawn lines of credit and given our credit ratings at year-end

we believe that we have sufficient flexibility to fund our capital

requirements including scheduled debt service regular capital

spending ongoing cash requirements from operating and SFS

financing activities dividend payments pension plan funding

and portfolio activities Also in our opinion our working capi

tal is sufficient for the Companys present requirements

Capital expenditure rate in

2011 93 44
FY2O1O Bit

Tortes range 95 115%
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C.4.4.1 CONTRACTUAL OBLIGATIONS

In the ordinary course of business Siemens primary contrac- The following table summarizes our contractual obligations

tual obligations regarding cash relate to debt purchase obli- as of September 30 2011 that will result in future cash out

gations and operating leases flows

Payments due by period

Total Lessthan 13vears 4Syears After

in millions of
year years

Debt 17940 3660 4132 2826 7322

Purchase Qbligatiorts 20120 12349 3784 1614 2373

Operating leases 3068 716 962 564 826

Total contractual cash obligations 41128 16725 8878 5004 10521

Debt At September 30 2011 Siemens had 17.940 billion of

short- and long-term debt of which 3660 billion will be
come due within the next twelve months Short-term debt in

cludes current maturities of long-term debt as well as loans

from banks coming due within the next twelve months Fur

ther information about the components of debt is given in

D.6 Notes to Consolidated Financial Statements

Debt for Siemens at September 30 2011 consisted of the fol

lowing

Short- Long- Total

itt millions of term term

Notes and bonds 2495 12651 15146

Loans from banks 1128 1354 2482

Other financial indebtedness 21 146 167

Obltgations tinder finance leases 16 129 145

Total debt 3660 14280 17940

Purchase obligations At September 30 2011 Siemens had

20.120 billion in purchase obligations Purchase obligations

include agreements to purchase goods or services that are en
forceable and legally binding and which specify all of the fol

lowing items fixed or minimum quantities fixed mini

mum or variable price provisions and approximate timing

of the transaction

In December 2010 Siemens and AtoS signed an option agree

ment written call option which granted AtoS the right to ac

quire Siemens IT Solutions and Services Closing of the trans

action was on July 2011 following clearance of the transac

tion by the relevant antitrust authorities and the approval

from AtoS shareholders on July 2011 Related to the transac

tion is seven-year outsourcing contract worth around 5.5

billion under which AtoS will provide managed services and

system integration to Siemens The expected remaining cash

outflows from the outsourcing contract are included in these

purchase obligations For further information on that transac

tion see D.6 Notes to Consolidated Financial Statements

Operating leases At September 30 2011 Siemens had to

tal of 3068 billion in total future payment obligations under

non-cancelable operating leases For additional information

see D.6 Notes to Consolidated Financial Statements

Other Siemens is subject to asset retirement obligations re

lated to certain items of property plant and equipment Such

asset retirement obligations are primarily attributable to envi

ronmental clean-up costs related to remediation and environ

mental protection which amounted to 1079 billion as of Sep

tember 30 2011 and costs primarily associated with the re

moval of leasehold improvements at the end of the lease term

of 51 million as of September 30 2011 The environmental

clean-up costs related to remediation and envirorunental pro

tection liabilities have been accrued based on the estimated

costs of decommissioning facilities for the production of ura

nium and mixed-oxide fuel elements in Hanau Germany

Hanau facilities as well as nuclear research and service

center in Karistein Germany Karlstein facilities For addi

tional information with respect to asset retirement obliga

tions see D.6 Notes to Consolidated Financial Statements
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Our liquidity may be adversely affected in future periods by

regular or special contributions to fund our pension plans and

similar commitments As of September 30 2011 our liability

for pension plans and similar commitments as recognized in

the Consolidated Statements of Financial Positions amounted

to 7307 billion However the recognized liability may fluctu

ate significantly in future periods due to changes in assump

tions in particular the discount rate expected rate of return

on plan assets rate of future compensation increases and

pension progression Actual developments may differ from

assumptions due to changing market economic and govern

mental regulatory conditions thereby resulting in an increase

or decrease of the liability Employer contributions expected

to be paid to the funded pension plans during fiscal 2012 due

to contractual and legal obligations are approximately 0.3

billion Additional contributions to our pension benefit plans

may generally be made at the discretion of our management

in future periods In fiscal 2009 Siemens reached an agree

ment with the trustees of its largest pension plan in the U.K
which may lead to contributions of up to approximately 0.5

billion in coming years For additional information regarding

contributions to the funded pension benefit plans and pay

ments to our pension benefit plans and other post employ

ment benefit plans see C.4.4.3 Funding of pension plans

and similar commitments and D.6 Notes to Consolidated

Financial Statements

C.4.4.2 OFF-BALANCE SHEET ARRANGEMENTS

Guarantees Our guarantees are principally credit guaran

tees and guarantees of third-party performance As of Sep

tember 30 2011 the undiscounted maximum amount of po
tential future payments for guarantees was 9348 billion

Credit guarantees cover the financial obligations of third-par

ties in cases where Siemens is the vendor and/or contractual

partner In addition Siemens provides credit line guarantees

with variable utilization to joint ventures and to associated

and other companies we held an investment in Our total

credit guarantees were 591 million as of September 30 2011

Performance bonds and guarantees of advanced payments

guarantee the fulfillment of partners contractual commit

ments in consortia where Siemens may be the general or sub

sidiary partner In the event of non-performance under con

tract by consortium partners Siemens will be required to

pay up to an agreed-upon maximum amount Guarantees of

third-party performance amounted to 2643 billion as of Sep

tember 30 2011 which included outstanding guarantees Ye-

lating to the Siemens IT Solutions and Services business yet to

be transferred to AtoS In case beneficiary raises claim un

der these guarantees AtoS is required to indemnify Siemens

In fiscal 2007 The Federal Republic of Germany commis

sioned consortium consisting of Siemens and IBM Deutsch

land GmbH IBM to modernize and operate the non-military

information and communications technology of the German

Federal Aimed Forces Bundeswehr This project is called

HERKULES project company BWI Informationstechnik

GmbH BWI will provide the services required by the terms

of the contract Siemens is shareholder in the project com

pany The total contract value amounts to maximum of ap

proximately billion In connection with the consortium and

execution of the contract between BIN and the Federal Re

public of Germany in December 2006 Siemens issued several

guarantees legally and economically connected to each other

in favor of the Federal Republic of Germany and IBM the con

sortium member The guarantees ensure that BWI has suffi

cient resources to provide the required services and to fulfill

its contractual obligations Total future payments potentially

required by Siemens amounted to 2.69 billion and 3.09 bil

lion as of September 30 2011 and 2010 respectively and will

be reduced by approximately 400 million per year over the

remaining six-year contract period as of September 30 2011

Yearly payments under these guarantees are limited to 400
million plus if applicable maximum of 90 million in un

used guarantees carried forward from the prior year

Other guarantees amounted to 3424 billion as of September

302011 and include indemnification in connection with dispo

sitions of business entities if customary to the relevant trans

actions that may protect the buyer from potential tax legal

and other risks in conjunction with the purchased business

entity Indemnifications primarily relate to NSN disposed of in

fiscal 2007 EN disposed of in fiscal 2008 and to Siemens IT

Solutions and Services disposed of in fiscal 2011 which might

reach high triple-digit million amount In the event that it

becomes probable that Siemens will be required to satisfy

these guarantees provisions are established Such provisions

are established in addition to the liabilities recognized for the

non-contingent component of the guarantees

Capital commitments As of September 30 2011 the Com

pany had commitments to make capital contributions to vari

ous companies of 356 million The September 30 2011 bal

ance includes conditional commitment proportional to our
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shareholding to make capital contrthutions to EN of 172 mil

lion The committed amount is due upon EN making acquisi

tions or investments

For additional information with respect to our guarantees and

our other commitments see D.6 Notes to Consolidated

Financial Statements

C.4.4.3 FUNDING OF PENSION PLANS

AND SIMILAR COMMITMENTS

Beginning with fiscal 2011 the figures presented below relate

to both principal and non-principal pension and other post-

employment benefits provided by Siemens referred to below

as Siemens pension plans The presentation of prior-year in-

formation has been adjusted to conform to the current-year

presentation

Funded status pension plan assets and defined benefit obliga

tion DBO of Siemens pension plans as well as funded status

of Siemens predominantly unfunded other post-employment

benefit plans as of September 30 2011 presented below refer

only to continuing operations Prior-year information howev

er includes combined amounts for Siemens IT Solutions and

Services and for OSRAM which are presented in discontinued

operations since the end of the second quarter of fiscal 2011

For more information on Siemens pension plans and similar

commitments and the allocation between continuing and dis

continued operations of the respective net amounts see D.6

Notes to Consolidated Financial Statements

The DBO of Siemens pension plans which considers future

compensation and pension increases amounted to 27.2 bil

lion on September 30 2011 including discontinued opera

tions for OSRAM the DBO was 28.7 bfflion down from 31.5

billion at the end of the prior fiscal year The DBO decreased

mainly due to an increase in the discount rate for domestic

and some foreign pension plans The fair value of plan assets

as of September 30 2011 was 21.0 billion including discon

tinued operations for OSRAM the fair value of plan assets

was 22.2 billion down from 24.1 billion at the end of the

prior fiscal year Accordingly the combined funded status of

Siemens pension plans on September 30 2011 showed an un

derfunding of 6.2 billion including discontinued operations

for OSRAM the underfunding was 6.5 billion down from an

underfunding of 7.4 billion at the end of the prior fiscal

year The actual return on plan assets for the last twelve

months amounted to negative 0.2 billion resulting mainly

from equity investments This represents return of negative

0.8% compared to the expected return of 6.4% Both the actu

al and expected returns include discontinued operations for

OSRAM

Siemens funding policy for its pension funds is part of its

overall commitment to sound financial management which

also includes an ongoing analysis of the structure of its pen

sion liabilities To balance return and risk Siemens has devel

oped pension benefit risk management concept We have

identified as prime risk decline in the plans funded status

as result of the adverse development of plan assets and/or

defined benefit obligations We monitor our investments and

our defined benefit obligations in order to measure such

prime risk The prime risk quantifies the expected maximum

decline in the plans funded status for given confidence lev

el over given time horizon risk budget on the Group level

forms the basis for the determination of our investment strat

egy i.e the strategic asset class allocation of plan assets and

the degree of interest rate risk hedging Both our risk budget

and investment strategy are regularly reviewed with the par

ticipation of senior external experts of the international asset

management and insurance industry to allow for an integral

view on pension assets and pension liabilities We select asset

managers based on our quantitative and qualitative analysis

and subsequently constantly monitor their performance and

risk both on stand-alone basis and in the broader portfolio

context We review the asset allocation of each plan in light of

the duration of the related pension liabilities and analyze

trends and events that may affect asset values in order to initi

ate appropriate measures at very early stage

Siemens also regularly reviews the design of its pension

plans Historically the majority of Siemens pension plans

have included significant defined benefits However in order

to reduce the Companys exposure to certain risks associated

with defined benefit plans such as longevity inflation effects

of compensation increases and other factors we implement

ed new pension plans in some of our major subsidiaries in

cluding Germany the U.S and the U.K during the last several

years The benefits of these new plans are based predomi

nantly on contrthutions made by the Company and are still af

fected by longevity inflation adjustments and compensation

increases but only to minor extent In addition to changes

in the plan design of its plans Siemens also regularly reviews

the available funding vehicle options for its pension benefits
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In this respect Siemens transferred pension liabilities arid

plan assets of its major pension plan in the Netherlands to the

industry pension fund PME in fiscal 2011 The PME is account

ed for as defined contrthution plan with resulting decrease

in DBO and plan assets We expect to continue to review the

need for the implementation of similar plan designs and the

options to change the existing funding vehicles in the coming

years to better control future benefit obligations and related

costs

Funded status of Siemens pension plans in billions of

September3O.2011 6.2

September 30 2010 7.4

Does not include amounts for OSRAM and Siemens It Solutions and Services as

reuIt of their reclassification as discontinued operations and the subsequent sale

of Siemens It Solutions and Services

Includes amounts tor OSRAM und Siemens Ii Solutions and Services

The combined funded status of Siemens predominantly un

funded other post-employment benefit plans amounted to an

underfunding of 0.8 billion both as of September 30 201.1

and 2010

For more information on Siemens pension plans see D.6

Notes to Consolidated Financial Statements
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C.5 Net assets position

During fiscal 2011 total assets increased to 104.243 billion

up from 102827 billion the year before Our net assets posi

tion in fiscal 2011 was influenced slightly by currency transla

tion effects due mainly to the US$ Excluding currency trans

lation effects total assets increased to 104138 billion Within

total assets of 104243 billion total assets related to SFS as of

September 30 2011 increased to 14602 billion from 12506
billion year earlier due primarily to net growth in SFS com
mercial finance business These amounts represented 14% of

Siemens total assets in fiscal 2011 compared to 12% in the pri

or year Total current assets were 51% in fiscal 2011 compared

to 49% in the prior year

The following table shows current assets at the respective bal

ance sheet dates

September 30

in millions oft 2011 2010

Cash and cash equivalents 12.468 14108

Available-for-sale financial assets 477 246

Trade and other receivables 14847 15502

Other current financial assets 2899 2610

Inventories 15143 14950

Income tax receivables 798 790

Other current assets 1264 1258

Assets classified as held for disposal 4917 715

Total current assets 52813 50179

The increase of 289 million in the line item Other current

financial assets relates primarily to an increase in receivables

in connection with Financial Services business

The increase of 193 million in the line item Inventories year

over-year was due primarily to the build-up of inventories at

the Energy Sector An increase of inventories at the Industry

Sector was more than offset by the reclassifications of inven

tories from OSRAM to the line item Assets classified as held

for disposal

Assets classified as held for disposal increased to 4.917 bil

lion as of September 30 2011 compared to 715 million year

earlier The change year-over-year was due primarily to

OSRAM The assets and liabilities of OSRAM are presented as

held for disposal following its classification as discontinued

operations during the second quarter of fiscal 2011 As of Sep

tember 30 2011 assets classified as held for disposal also in

cluded 25% interest in OAO Power Machines PM held by

the Energy Sector The stake in Areva NP S.A.S held by the

Energy Sector and the stake relating to electronics assembly

systems EA which was reported in Centrally managed port

folio activities presented as assets classified as held for dis

posal as of September 30 2010 were disposed of At the end

of July 2010 Siemens signed an agreement to sell its electron

ics assembly systems business EA to ASM Pacific Technology

Ltd The investment in Areva NP S.A.S was sold in fiscal

2011

Cash and cash equivalents totaled 12.468 billion as of Sep

tember 30 2011 The decrease of 1640 billion was primarily

driven by an increase in cash outflows from financing activi

ties For detailed information see C.4.3 Cash flow Fiscal

2011 compared to fiscal 2010

The increase of the line item Available-for-sale financial assets

relates primarily to the reclassification of fund shares from

the line item Investments accounted for using the equity

method in connection with the divestment of an asset man
agement company at SFS

The decrease of 655 million in the line item Trade and other

receivables relates primarily to the reclassification of receiv

ables from OSRAM to the line item Assets classified as held

for disposal and to the divestment of Siemens lT Solutions

and Services

Long-term assets at the respective balance sheet dates were

as follows

September 30

in millions of 2011 2010

Goodwill 15706 15763

Other
intangible assets 4444 4969

Property plant and equipment 10477 11748

Investments accounted for using

the equity method 4966 4724

Other financial assets 11855 10765

Deferred tax assets 3206 3940

Other assets 776 739

Total long-term assets 51430 52648
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Goodwill remained nearly level at 15.706 billion as of Sep

tember 30 2011 compared to 15.763 billion year earlier The

net decrease in goodwill of 57 million in fiscal 2011 is attrib

utable to 130 million positive foreign currency adjustments

136 million impairment related to Siemens IT Solutions and

Services 128 impairment related to the solar and hydro busi

ness of the Energy Sector as well as to 209 million acquisi

tions and purchase accounting adjustments which is offset

by dispositions and reclassifications to held for disposal of

132 million

tion with NSN was reclassified to the line item Investments

accounted for using the equity method due to the conversion

of the loan and deferred interest into preferred shares Fur

thermore in fiscal 2011 25% interest in OAO Power Machines

PM held by the Energy Sector was reclassified to the line

item Assets classified as held for disposal

The table below shows our current and long-term liabilities at

the respective balance sheet dates

The line items Other intangible assets and Property plant and

equipment decreased by 525 million and t271 billion re

spectively The decrease is primarily due to the reclassifica

tion of other intangible assets and property plant and equip

ment from OSRAM to the line item Assets classified as held

for disposal and to the divestment of Siemens IT Solutions

and Services

Investments accounted for using the equity method increased

to 4.966 billion as of September 30 2011 compared to 4.724

billion year earlier The increase was due to number of fac

tors The largest was 500 million in new equity provided to

NSN in exchange for preferred shares to further strengthen

the companys financial position In addition in the first quar

ter of fiscal 2011 Siemens and Nokia Corporation each con

verted 266 million consisting of shareholder loan to NSN

and deferred interest into preferred shares We also made the

first installment payment for our equity investment in A2SEA

A/S supplier of offshore wind park installation services

These increases were partly offset by losses related to our

stake in NSN by the reclassification of fund shares to the line

item Available-for-sale financial assets in connection with the

divestment of an asset management company at SFS and by

the sale of our 49% minority stake in KMW

The line item Other financial assets increased to 11.855 bil

lion as of September 30 2011 compared to 10765 billion

year earlier The change was due primarily to higher receiv

ables in connection with the net growth in SFS commercial fi

nance business partly offset by decrease in the non-current

portion of the fair market values of financial derivatives used

for our hedging activities As of September 30 2011 the line

item Other financial assets included our stake in AtoS as well

as five-year convertible bond of 250 million nominal val

ue received irs connection with the divestment of Siemens if

Solutions and Services In fiscal 2011 the 266 million share

holder loan and deferred interest mentioned above in connec

Short-term debt and current

maturities of long-term debt 3660 2416

Trade payables 777 7899

Other current financial liabilities 2247 1401

Current provisions 5168 5.138

Income tax payables 2.032 1816

Other current liabilities 21020 21794

Liabilities associated with assets

classified as held for disposal 1756 146

Total current liabilities 43560 40610

Long-term debt 4280 17497

Pension plans and similar commitments 7307 8464

Deferred tax liabilities 595 577

Provisions 3654 3332

Other financial liabilities 824 971

Other liabilities 1867 2.280

Total long-term liabilities 527 33121

Short-term debt and current maturities of long-term debt

totaled 3.660 billion at the end of fiscal 2011 an increase of

1244 billion from the prior year-end This increase resulted

mainly from the reclassification of certain debt from the line

item Long-term debt 1.2 billion in 5.25% instruments is

sued in June 2008 and due in December 2011 350 million in

5.2 5% instruments issued in August 2008 and due in Decem

ber 2011 US$500 million in floating rate notes three months

London Interbank Offered Rate 0.15% issued in March

2006 and due in March 2012 US$750 million in 5.5% notes

issued in August 2006 and due in February 2012 370 million

in floating rate notes six months European Interbank Offered

Rate 0.55% and 283.5 million in floating rate notes

six months European Interbank Offered Rate 0.7% both
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assignable loans issued in June 2008 were called in August

2011 and will be redeemed in December 2011 These increases

were partly compensated by the redemption of 2.0 billion in

5.75% bonds issued in June 2001 which matured in July

2011

The decrease of 222 million in the line item Trade payables

year-over-year was due mainly to reclassification of liabilities

from OSRAM to the line item Liabilities associated with as

sets classified as held for disposal and to the divestment of

Siemens IT Solutions and Services These factors were partly

offset by an increase in trade payables mainly in the Energy

Sector

The increase in the line item Other current financial liabilities

to .247 billion as of September 30 2011 from 1.401 billion in

the prior-year is due mainly to changes in the current portion

of the fair market values of financial derivatives used for our

hedging activities and an increase in miscellaneous liabilities

including liabilities relating to purchase price adjustments as

well as purchase-price-related commitments in connection

with the divestment of Siemens Fr Solutions and Services

Other current liabilities decreased by 774 million compared

to the prior year-end due mainly to lower liabilities relating to

employees This change included decline in employee-relat

ed liabilities due to the divestment of Siemens IT Solutions

and Services and in liabilities of 310 million in connection

with the previously disclosed special remuneration for non-

management employees due to the payment in fiscal 2011

This decrease was partly offset by an increase in the line item

Billings in excess of costs and estimated earnings on uncom

pleted contracts and related advances at the Energy and In

dustry Sectors

Liabilities associated with assets classified as held for disposal

increased to 1.756 billion as of September 30 2011 from 146

million in the prior-year The change year-over-year was pri

marily due to OSRAM following the reclassification as dis

continued operations as mentioned above

Long-term debt decreased by 3.217 billion compared to the

prior year-end The decrease was mainly due to the above-

mentioned reclassiuications of certain debt to the line item

Short-term debt and current maturities of long-term debt

Pension plans and similar commitments decreased to 7307
billion as of September 30 2011 compared to 8.464 billion

year earlier reflecting the decrease in the underfunding of

To our shareholders

the funded status of Siemens pension plans as of September

30 2011 to 6.5 billion including discontinued operations for

OSRAM compared to 7.4 billion year earlier

The increase in the line item Provisions of 322 million year-

over-year related to provisions primarily arising from the

agreements with AtoS related to the divestment of Siemens IT

Solutions and Services mentioned above

The decrease of 147 million in the line item Other financial

liabilities included changes in the non-current portion of the

fair market values of financial derivatives used for our hedg

ing activities

Other liabilities decreased to 1.867 billion as of September

30 2011 compared to 2.280 billion year earlier due primar

ily to the reclassification of liabilities from OSRAM to the line

item Liabilities associated with assets classified as held for

disposal and to the divestment of Siemens IT Solutions and

Services

Shareholders equity and total assets were as follows

September 30

in millions of 2011 2010

Total equity attributable

to shareholders of Siemens AG 31530 28346

Equity ratio 28%

Non-controlling interests 750

Total assets 1Q4Z4 102827

Total equity attributable to shareholders of Siemens AG in

creased by 3184 billion year-over-year to 31530 billion at

the end of fiscal 2011 The increase in total equity was due

mainly to the net income attributable to shareholders of

Siemens AG of 6.145 billion partly offset by dividend pay

ments of 2356 billion paid for fiscal 2010 and 852 million

related to transactions with non-controlling interests including

the acquisition of additional subsidiary shares in Siemens Ltd

India Since the line item Total equity attributable to sharehold

ers of Siemens AG increased to greater extent than the total

assets year-over-year our equity ratio increased to 30% as of

September 30 2011 compared to 28% in the prior-year

For additional information on our net assets position see

Notes to Consolidated Financial Statements
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C.6 Overall assessment of the economic position

In fiscal 2011 we achieved or exceeded the targets set year

earlier as well as those in the updated outlook given in our In

terim Report for the second quarter of fiscal 2011 We main

tained our profitable growth momentum and further focused

our business portfolio in alignment with our long-term strate

gy Both orders and revenue grew in all Sectors particularly in

Industry and Energy and within all reporting regions and by

the years end many of our businesses saw volumes returning

to or exceeding their peak levels before the downturn Strong

execution in the Sectors throughout the year took Total Sec

tors profit up substantially compared to fiscal 2010 This was

particularly evident in the Industry Sectors short-cycle busi

nesses and the Fossll Power Generation Division within the

Energy Sector In combination with net gains related to portfo

lio transactions this lifted income from continuing operations

well above prior-year level These effects contributed strongly

to ROCE adjusted above our target range All of our Sectors

were in their respective adjusted EBITDA margin corridors and

SFS exceeded its target margin range for return on equity

We concluded or initiated several portfolio activities During

the fiscal year we exited our nuclear power joint venture Are

va sold our IT services business Siemens IT Solutions and

Services to AtoS and announced our plans to publicly list our

lighting business OSRAM AG in fiscal 2012 While the sale of

our share in Areva resulted in significant gain partly offset

by the outcome of an adverse arbitration proceeding the di

vestment of Siemens IT Solutions and Services to AtoS led to

significant loss which is reported within discontinued opera

tions Also in fiscal 2011 we reevaluated the commercial feasi

bility
of the Healthcare Sectors particle therapy for general

patient treatment and decided to shift the focus of certain

particle therapy projects primarily to research which bur

dened profit Siemens completed an assessment of the

growth prospects and long-term market development for the

Energy Sectors concentrated solar power business which

following the completion of the impairment test led to im

pairment charges

In fiscal 2011 we prepared realignment of selected business

activities in order to further sharpen the focus in our Sectors

Industry and Energy while creating new Sector to focus on

growth opportunities associated with urbanization and de

mand for infrastructure solutions These strategic changes

took effect with the beginning of fiscal 2012

Based on our strong operating results in fiscal 2011 and our

strong portfolio we believe that Siemens is well positioned

for moderate organic revenue growth in fiscal 2012

Our commitment to strong financial position remained

steady in fiscal 2011 including conservative capital struc

ture healthy debt maturity profile and strong cash position

This in turn led to ratio of adjusted industrial net debt to ad

justed EBITDA below our medium-term capital structure tar

get Our equity ratio excluding non-controlling interests in

creased to 30% The Siemens Managing Board in agreement

with the Supervisory Board proposes dividend of 3.00 per

share up from 2.70 per share year earlier

153 Consolidated Financial Statements

273 Additional information

140 C.lO Information required pursuant to Section 289 143 12 Additional information for supplemental

and Section 315 no Sot the German Commer- financial measures

cial Code KGB and enpianatory report 145 13 Siemens AG Discussion on basis of

142 C.l Compensation report and Corporate Governance German Commercial Code

statement pursuant to Section 289a of the German 151 14 Notes and forward-looking statements

Commercial Code HGB

11



C.7 Report on post-balance sheet date events

In November 2011 NSN announced its strategy to focus its

business activities on mobile broadband and services and to

initiate restructuring measures aimed at reducing operating

expenses and production overheads These restructuring

measures include plans to reduce NSNs global workforce by

approximately 17000 Siemens expects the restructuring

measures to result in substantially higher loss related to its

share in NSN in fiscal 2012 compared to fiscal 2011

Also in November 2011 the Healthcare Sector announced an

initiative aimed at increasing the Sectors innovative capacity

and competitiveness The initiative indudes higher invest

ments in product development and expanded sales activities

as well as measures aimed at realigning the radiation therapy

business and program to improve the cost position in the

Diagnostics Division The initiative is expected to result in

charges
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C.8 Report on expected developments

and associated material opportunities and risks

C.8.1 Report on expected

developments

C.8.1.1 WORLDWIDE ECONOMY

According to the predictions of IHS Global Insight global GDP

will expand moderately in real terms in both 2012 and 2013

compared with the previous year and GDP growth will contin

ue to be markedly faster in emerging markets than in the in

dustrialized countries The forecast for global economic growth

in 2012 is 3.0% in terms of GDP For 2013 IHS Global Insight is

projecting global economic growth of 3.8% Within these

global growth estimates there are significant differences in

expected growth rates at regional level IHS Global Insight

expects GDP in the Europe C.I.S Africa Middle East region to

rise 1.8% in 2012 which is slower than in 2011 The GDP

growth forecast for the region in 2013 is 2.6% According to

IHS Global Insight GDP growth in the Americas region will be

1.9% in 2012 also below the growth rate achieved in 2011 In

2013 GDP in the region is expected to grow 2.9% Growth fore

casts are significantly stronger for the Asia Australia region

Here IHS Global Insight predicts rise in GDP of 5.3% for 2012

Thus in 2012 Asia Australia is the only reporting region that

is forecasted to grow faster than in 2011 For 2013 the project

ed GDP growth in Asia Australia is 5.8%

Gross fixed investments in real terms are expected to grow

faster than GDP in both 2012 and 2013 Here IHS Global Insight

is forecasting global growth rate of 5.6% in 2012 further

increase of 6.1% in gross fixed investments is expected in

2013 In both years the Asia Australia region is expected to

achieve the highest growth in gross fixed investments Here

IHS Global Insight is predicting an increase of 8.8% in 2012

and 7.5% in 2013 For the Americas region IHS Global Insight

forecasts 3.6% growth in gross fixed investments in 2012 fol

lowed by sharp upturn reaching 6.5% in 2013 Growth in

gross fixed investments in the Europe C.LS Africa Middle

East region is expected to reach 3.0% in 2012 and then in

crease 3.7% in 2013

Manufacturing value added is also projected to grow faster

than GDP On global basis IHS Global Insight is estimating

4.8% growth in manufacturing value added in 2012 and 4.7%

growth in 2013 Substantial growth above the global average

is expected in the Asia Australia region According to IHS

Global Insight growth in manufacturing value added in this

region will climb to 8.6% in 2012 before slowing somewhat to

7.3% in 2013

The forecasts presented here for gross domestic product are

based on report from IHS Global Insight dated October 15

2011 The figures for gross fixed investment and manufactur

ing value added are based on data from IHS Global Insight talc-

en from report dated October 25 2011 Siemens has not in

dependently verified this data Furthermore our expectations

relating to the overall situation and specific conditions in mar

kets relevant to Siemens are subject to considerable uncer

tainties These uncertainties include economic and financial

changes since the dates of these reports high rates of unem

ployment in certain countries the high level of public debt in

the U.S Italy Greece and other European countries volatility

related to the Chinese economy particularly including its GDP

growth and the potential impact of budget austerity mea

sures by governments around the world While certain factors

including our financial results in fiscal 2011 and our strong or

der backlog give us confidence in our view of expected devel

opments for fiscal 2012 we believe these factors are not suffi

cient to offset the considerable uncertainties regarding ex

pected developments in fiscal 2013

C.8.1.2 MARKET DEVELOPMENT

The forecast for our relevant markets and for our segments is

presented using our organizational structure as of October

2011

We expect the growth of markets served by our Energy Sector

to slow down compared to the first half of fiscal 2011 to mid-

single-digit percentage rate in fiscal 2012 and 2013 There is

generally strong demand from emerging markets which con

tinue to expand their power infrastructures and from devel

oped economies which need to modernize their aging energy

infrastructures and have comniitted to implementing environ

ment-friendly energy policies The global market develop

ment however depends to large degree also on resolution

of the sovereign debt crisis in number of developed coun

tries Fossil power generation and in particular the gas turbine

markets will remain on high level with limited growth poten

tial We expect modest development in the market for onshore

wind-farms while the offshore wind market continues to offer

good growth opportunities We expect continuing pressure on

prices as additional competitors penetrate these markets

For the next two fiscal years we expect the healthcare mar
kets in which our Healthcare Sector participates to expand

moderately but below our anticipated long-term growth rates

for this industry Public healthcare systems have been under

cost pressure for some time and this situation is likely to con-
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tinue while governments address their high sovereign debt

levels particularly in the U.S and the Eurozone We expect

positive development in the U.S healthcare lT market sup

ported by the rules for formation and operation of Account

able Care Organizations ACOs beginning in 2012 and the if

nancial stimulus included in the HITECH Act of 2009 for adop

tion of Electronic Medical Record EMR systems In Europe

we expect overall flat to moderately growing market envi

ronment with positive exceptions in some countries where

specific healthcare funding programs are in place Emerging

markets will continue to be growth driver particularly in

cluding China and India with double-digit growth rates

Some customers served by our Industry Sector tend to have

short horizons for their spending decisions and greater sensi

tivity to current economic conditions These include the mar

kets served by our Industry Automation Division and certain

businesses within our Drive Technologies Division Following

the strong recovery in fiscal 2011 especially in the short-cycle

businesses we anticipate that the markets served by our In

dustry Sector will return to more moderate long-term growth

rates in the next two fiscal years We expect that our custom

ers in emerging markets will further expand their production

capabilities and that customers in developed economies will

continue to modernize their production facilities

The worldwide markets for the solutions provided by our In

frastructureCities Sector benefit from the long-term global

trend toward urbanization We expect the markets to grow

modestly in fiscal 2012 and then return to the stronger

growth rates we saw in fiscal 2011 We anticipate that this will

include clear increase in demand in the Americas and the

Asia Australia regions and well-balanced market growth

across the products and solutions offered by the Sector The

development of the markets for products solutions and ser

vices for rail transportation is largely driven by public spend

ing As customers in these markets usually have multi-year

planning and implementation horizons these markets tend to

be independent of short-term economic trends As far as the

building and construction markets are concerned we expect

them to benefit from increasing demand for energy efficiency

solutions in the next two fiscal years

Following its reorganization as of fiscal October 2011 SFS

business is geared even more to the Siemens Sectors and

their markets and provides even stronger support to the oper

ating business of Siemens As such SFS is among other fac

tors dependent on the overall business development of the

markets served by the four Sectors

C.8.1.3 SIEMENS GROUP
Results of operations

We are basing our outlook for the Siemens Group and its seg

ments on the above-mentioned expectations of the overall

economic situation as well as the specific market conditions

over the next two fiscal years Our outlook is based also on an

exchange rate of US$1.35 per

We are striving to achieve revenue of more than 100 billion

in the medium term We expect our Energy Sector to contrib

ute the largest share of the growth towards the targeted level

followed in order by the Industry Infrastructure Cities and

Healthcare Sectors We expect that our new Sector structure

effective with the beginning of fiscal 2012 will be signifi

cant factor in helping us achieve our revenue goal because it

better aligns our businesses with customers and market op

portunities Other significant factors include our expanding

presence in emerging markets with regard to facilities and

employees and our development of products and solutions

specifically for emerging market countries

We expect that revenue in fiscal 2012 will increase moderate-

lyon an organic basis benefiting from conversion of our strong

order backlog defined as the sum of order backlogs of our

Sectors From the backlog as of September 30 2011 we ex

pect to convert approximately 40 billion of past orders into

current revenue in fiscal 2012 and approximately 23 billion

into revenue in fiscal 2013 Within these numbers for fiscal

2012 we expect approximately 20 billion in revenue conver

sion from the 56 billion backlog of the Energy Sector approx

imately 10 billion in revenue conversion from the 24 billion

backlog of Infrastructure Cities approximately billion in

revenue conversion from the 11 billion backlog of Industry

and approximately billion in revenue conversion from the

billion backlog of Healthcare Based on an expected overall

positive development in the markets served by our Sectors

we expect continued revenue growth in fiscal 2013 Revenue

in fiscal 2013 is anticipated to benefit from an expected book-

to-bill ratio above one in fiscal 2012

Several additional factors support our expectations of revenue

growth in the next two fiscal years We expect that the reve

nue growth rate for our Environmental Portfolio will be higher

than for Siemens overall enabling the Portfolio to grow from

29.9 billion in fiscal 2011 to more than 40 billion in fiscal

2014 Similarly revenue from emerging markets grew faster

than overall revenue in fiscal 2011 accounting for approxi

mately one third of total revenue We intend to increase this

share over time Finally while we are focusing principally on
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organic growth our strategy also includes options to strength

en our core businesses via acquisitions and divestments

We anticipate continued strong earnings contributions from

our businesses and for Siemens in part due to the large and

long-cycle order backlogs in number of our businesses Our

short-cycle businesses particularly including industry auto

mation and parts of our drives technologies businesses which

typically operate with only small backlog are highly sensi

tive to volatility in market demand We expect particularly

strong earnings contributions from these businesses Our ex

pectation for strong earnings performances takes into ac

count ongoing pricing pressure higher operating expenses

and higher capital expenditures in fiscal 2012

With regard to pricing pressure we expect slight easing in

fiscal 2012 due primarily to the Industry Sector For compari

son negative influences from customer price changes in fiscal

2011 more than offset positive influences from purchasing sav

ings resulting in net burden of approximately 1.0 billion

We anticipate some improvement in this overall net effect

from pricing pressure and purchasing in fiscal 2012 even

though our wind power and parts of our power transmission

businesses among others expect to see continued intense

pricing pressure year-over-year
due mainly to increased com

petition from new market entrants We intend to achieve this

improvement at least in part by continuing to provide suppli

ers with financing and opportunities for joint development

and manufacturing of key parts which can improve purchas

ing conditions

With regard to operating expenses we expect to increase ex

penses for RD for selling and marketing and for general ad

ministration by more than 1.0 billion in fiscal 2012 We fur

ther expect that RD will be the largest factor in the overall

increase accounting for approximately 500 million followed

by marketing and selling expenses associated with our growth

plans within certain markets and regions

With regard to capital expenditures of our Sectors in property

plant and equipment and intangible assets we expect an in

crease of 0.3 billion to 0.5 billion in the next fiscal year This

increase will be focused in large part on expanding our capa

bilities and regional footprint in emerging markets In particu

lar our strong commitment to growth in the BRIC countries of

Brazil Russia India and China includes plans for new invest

ment totaling approximately 1.0 billion in Russia in the next

three years

We set our goal for fiscal 2012 income from continuing oper

ations based on the high level we achieved in the prior year

excluding the net positive effect of 1.0 billion related to Are

va that lifted income to 7.0 billion in fiscal 2011 Our expecta

tions for income include anticipated profit impacts related to

repositioning activities at NSN and in the Healthcare Sector

We expect burdens totaling approximately 300 million pre

tax in Healthcare associated with programs to improve the

cost position in the diagnostics business and reposition the

radiation therapy business NSN has indicated that it will de

fine and implement repositioning measures during fiscal

2012 and we therefore anticipate that associated charges will

result in substantially higher losses compared to fiscal 2011

For further information see C.7 Report on post-balance

sheet dote events We also expect that income from continu

ing operations will include higher pension expenses in fiscal

2012 compared to fiscal 2011 primarily due to an expected

increase in interest rates and the corresponding effect on

interest costs

We are exposed to currency translation effects involving the

US$ British and currencies of emerging markets such as Chi

na India and Brazil We also expect volatility in global currency

markets to continue in fiscal 2012 Given that Siemens is net

exporter from the Eurozone to the rest of world weak Euro is

principally favorable for our business and strong Euro is prin

cipally unfavorable Through optimization of our production

ciities during the recent past we have improved our natural

hedge on global basis In addition we have already systemati

cally addressed the remaining currency risk in our export busi

ness activities for fiscal 2012 see D.G Notes to Consolidated

Financial Statements We expect these steps to help to limit

effects on income related to currency in fiscal 2012

One of our most important goals is capital efficiency which

we measure in terms of adjusted return on capital employed

ROCE adjusted Based on our expectation for capital-effi

cient growth in our businesses and continuous improvement

relative to markets and competitors we expect ROCE adjust

ed to reach our target range of 15% to 20% in fiscal 2012 and

fiscal 2013 This expectation excludes significant portfolio ef

fects For additional information see 1.3 Financial pert or

mance measures and C.12 Additional information for sup

plemental financial measures

As part of One Siemens we established dividend policy of

proposing an annual dividend representing 30% to 50% of Net

income which for these purposes we adjust to exclude select-

153 Consolidated Financial Statements

273 Additional information

140 Information required pursuant to Section 289 143 12 Additional information for supplemental

and Section 315 no.5 of the German Commer- financial measures

cial Code HGB and explanatory report 145 13 Siemens AG Discussion on basis of

142 CII Compensation report and Corporate Governance German Commercial Cede

statement pursuant to Section 289a of the German 151 14 Notes and forward-looking statements

Commercial Cede HGB

121



ed exceptional non-cash effects The dividend payout in fiscal

2011 for fiscal 2010 was in this target range and the dividend

payment of 3.0 per share which we will propose in January

2012 for fiscal 2011 also results in payout in the target range

We intend to continue this policy going forward and to con

tinue funding dividend payments from Free cash flow

Financial position

We intend to remain conservative with regard to our financial

position including liquidity in order to maintain operational

and strategic flexibility We expect Free cash flow from con

tinuing operations in fiscal 2012 to be burdened by substantial

cash outflows for RD and SGA expenses associated with

strengthening or expanding our market positions and by sub

stantial outflows for capital expenditures all as described

above For Free cash flow we anticipate that the recent trend

of somewhat lower prepayments will continue as customers

seek to maintain their liquidity Furthermore Free cash flow

from continuing operations in fiscal 2012 is expected to be bur

dened by the measures in Healthcare mentioned above as well

as by impacts stemming from the Sectors decision in fiscal

2011 that it will shift the focus of certain particle therapy proj

ects primarily to research Along with these effects we expect

significant outflows for investing activities in the next two

years related to SFS associated with its growth strategy

Two major portfolio transactions are expected to have major

influence on our cash flows from discontinued operations in

fiscal 2012 We expect that the disposal of Siemens IT Solu

tions and Services in fiscal 2011 will occasion significant cash

outflows in coming quarters that might reach high triple-

digit million amount These cash outflows consist among

other things of extensive support that Siemens is providing

in order to foster Siemens IT Solutions and Services business

success including for integration and training costs as well as

further protections and guarantees We expect also that the

planned public offering of OSRAM AG will result in substan

tial gain and cash inflow

We intend to maintain our focus on net working capital man

agement as an important factor within operating activities

and on investments in intangible and tangible assets within

cash used in investing activities For both net working capital

and capital investments in intangible assets and property

plant and equipment we take into account both the macro

economic environment and our own order growth We aim to

achieve ratio of capital expenditures to depreciation and

amortization expense in range from 95% to 115% We will re

tain our stringent approval process for capital investments

which goes up to the Managing Board In order to strengthen

or expand our market positions our Sectors and SRE intend to

increase investments in intangible assets and property plant

and equipment in fiscal 2012 For further information see

C.4.4 Capital resources arid requirements

In the area of investment planning we expect to continue

investing in our established markets such as to safeguard

market share and competitive advantages based on techno

logical innovation We will also continue investing in emerg

ing markets such as for increasing our capacities for design

ing manufacturing and marketing new solutions within

these markets Energy plans to invest mainly in innovation

and in expanding its global footprint to secure organic

growth These capital expenditures will include considerable

amounts relating to the fast-growing wind power market and

also investments to expand technology partnerships and mar
ket presence in Russia The Healthcare Sectors main area of

capital expenditures continues to be the development of soft

ware and IT solutions relating mainly to the medical imaging

therapy systems and laboratory diagnostics businesses

Healthcare also continues to make investments for additions

to assets held for rental in operating leases to Diagnostics

products The Industry Sector intends with its investments to

secure technological leadership and to increase market

shares The Infrastructure Cities Sector plans to strengthen

its regional footprint in emerging markets and other fast-

growing market segments by ramping up capacities particu

larly in the low voltage business smart grids and rail systems

With our ability to generate positive operating cash flows our

total liquidity of 12.945 billion as of September 30 2011 our

6.4 billion in undrawn lines of credit and given our credit rat

ings at year-end we believe that we have sufficient flexibility

to fund our capital requirements including scheduled debt

service regular capital spending ongoing cash requirements

from operating and SFS activities dividend payments pen

sion plan funding and portfolio activities Also in our opinion

our working capital is sufficient for the Companys present re

quirements

Our commitment to strong financial position includes con

servative capital structure For our medium-term capital

structure we seek ratio of adjusted industrial net debt to ad

justed EBITDA in the range of 0.5 to 1.0 Due to the uncertain-

52

80 12

83

101

114

117 1.6

Business and operating environment

FIscal 2011 FinancIal
summary

Results of operations

Financial position

Net assets position

Overall assessment of the economic position

118 1.7 Report on post-balance sheet date events

119 Report on eopected developments and

associated material opportunities and risks

135 19 Information required pursuant to Section 2894
and Section 3154 of the German Commercial

Code 11GB and explanatory report

122

To our shareholders

23 Corporate Governance 51 Ilorubried fl1dfl91.11flI lnc usd0 and Boa srs



ties mentioned above for the worldwide economy and market

development we kept our capital structure even more conser

vative than this range as of the end of fiscal 2011 As long as

macroeconomic uncertainties remain at high level or in

crease we may maintain our capital structure below this

range in order to ensure financial operational and strategic

flexibility

C.8.1.4 SEGMENTS

As for the Group our outlook for our segments is based on the

above-mentioned expectations regarding the overall econom

ic situation and specific market conditions over the next two

fiscal years Combined with our focus under One Siemens on

exceeding the performance of relevant competitors we ex

pect these factors to result in revenue growth in fiscal 2012

and 2013 We anticipate continued strong earnings perfor

mances in our Segments despite ongoing pricing pressure

and higher operating expenses Furthermore we expect profit

at Healthcare in fiscal 2012 to be burdened by profit impacts

related to measures aimed at improving the Sectors competi

tive position As part of One Siemens we have defined adjust

ed EBITDA margin corridors for the respective industries of

our four Sectors throughout their complete business cycles

For Energy the margin corridor is 10% to 15% for Healthcare

the margin corridor is 15% to 20% for Industry the margin cor

ridor is 11% to 17% and for Infrastructure Cities the margin

corridor is 8% to 12%

We expect that Equity Investments will result in substantially

higher losses in fiscal 2012 compared to fiscal 2011 due largely

to the repositioning measures at NSN mentioned above We

expect continued volatility in results from Equity Investments

in fiscal 2013 as the repositioning measures take effect

In the next two fiscal years SFS intends to expand its efforts

to meet the growing demand for financial solutions particu

larly with regard to the business-to-business area that in

volves both Siemens and external customers Within One

Siemens the target range for return on equity or ROE after

tax for SFS is 15% to 20% We expect that SFS will reach this

range for both fiscal 2012 and 2013

Expenses for Corporate items and pensions are expected to

increase in fiscal 2012 compared to fiscal 2011 due in part to

reimbursements to AtoS for additional costs which arise in

the post-closing transition phase Siemens will pay approxi

mately 200 million over two years Therein in the fourth

quarter of fiscal 2011 is an amount of 53 million in charges

taken within continuing operations and reported in Corporate

items For comparison Corporate items in fiscal 2011 benefit

ed from the allocation of substantial part of the 267 million

in special employee remuneration to the Sectors that was ac

crued within Corporate items in fiscal 2010 We also expect

higher pension expenses in fiscal 2012 compared to fiscal

2011 primarily due to an expected increase in interest rates

and the corresponding effect on interest costs

C.8.1.5 OVERALL ASSESSMENT

For fiscal 2012 we expect moderate organic revenue growth

compared to fiscal 2011 and orders again exceeding revenues

for book-to-bill ratio well above We anticipate continued

strong earnings performances in our businesses despite on

going pricing pressure and higher operating expenses We set

our goal for fiscal 2012 income from continuing operations

based on the high level we achieved in the prior year exclud

ing the net positive effect of 1.0 billion related to Areva that

lifted income to 7.0 billion in fiscal 2011 Our expectation for

income includes anticipated profit impacts related to reposi

tioning activities at NSN and in the Healthcare Sector and

higher pension expenses Assuming macroeconomic envi

ronnient that supports continued moderate revenue growth

in fiscal 2013 we anticipate corresponding benefits for Total

Sectors profit and income from continuing operations Based

on our expectation for capital-efficient growth in our busi

nesses and continuous improvement relative to markets and

competitors we expect ROCE adjusted to reach our target

range of 15% to 20% in fiscal 2012 and fiscal 2013

This outlook excludes significant portfolio effects and impacts

related to legal and regulatory matters It is also conditional

on continued revenue growth particularly for businesses that

are sensitive to short-term changes in the economic environ

ment Overall the actual development for Siemens and its

Segments may vary positively or negatively from our expecta

tions due to the risks and opportunities described below See

C.8.3 Risks as well as 8.4 Opportunities This report on

expected developments should be read in conjunction with
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C.8.2 Risk management

Our risk management policy stems from philosophy of pur

suing sustainable growth and creating economic value while

avoiding and managing inappropriate risks As risk manage

ment is an integral part of how we plan and execute our busi

ness strategies our risk management policy is set by the Man

aging Board Our organizational and accountability structure

requires each of the respective managements of our Sectors

SFS SRE regional Clusters and Corporate Units to implement

risk management programs that are tailored to their specific

industries and responsibilities while being consistent with

the overall policy established by the Managing Board

We have implemented and coordinated set of risk manage

ment and control systems which support us in the early rec

ognition of developments jeopardizing the continuity of our

business The most important of these systems include our

enterprise-wide processes for strategic planning and manage

ment reporting Strategic planning is intended to support us

in considering potential risks well in advance of major busi

ness decisions while management reporting is intended to

enable us to monitor such risks more closely as our business

progresses Our internal auditors regularly review the adequa

cy and effectiveness of our risk management system Accord

ingly if deficits are detected it is possible to adopt appropri

ate measures for their elimination This coordination of pro

cesses and procedures is intended to help ensure that the

Managing Board and the Supervisory Board are fully informed

about significant risks in timely manner

Risk management at Siemens is based on comprehensive

interactive and management-oriented Enterprise Risk Man

agement ERM approach that is integrated into the organiza

tion and that addresses both risks and opportunities Our ERM

approach is based on the worldwide accepted Enterprise Risk

Management Integrated Frameworr developed by the Com
mittee of Sponsoring Organizations of the Treadway Commis

sion COSO The framework connects the ERM process with

our financial reporting process and is closely integrated in our

internal control system It considers companys strategy the

efficiency and effectiveness of its business operations the re

liability of its financial reporting as well as compliance with

relevant laws and regulations to be equally important

The ERM process aims for early identification and evaluation

of and response regarding risks and opportunities that could

materially affect the achievement of our strategic operation-

al financial and compliance objectives Our ERM is based on

net risk approach covering risks and opportunities remaining

after the execution of existing control measures In order to

provide comprehensive view on our business activities risks

and opportunities are identified in structured way combin

ing elements of top-down and bottom-up approach Risks

and opportunities are generally reported on quarterly basis

This regular reporting process is complemented by an ad-hoc

reporting process that aims to escalate critical issues in

timely manner Relevant risks and opportunities are priori

tized in terms of impact and likelihood considering quantita

tive and/or qualitative perspectives The bottom-up identifica

tion and prioritization process is supported by workshops

with the respective management of the Sector SFS SRE re

gional Cluster and Corporate Unit organizations This top-

down element ensures that potential new risks and opportu

nities are discussed at the management level and are includ

ed in the subsequent reporting process if found to be rele

vant Reported risks and opportunities are analyzed regarding

potential cumulative effects and are aggregated at Sector

SFS SRE regional Cluster and corporate level

Responsibilities are assigned for all relevant risks and oppor

tunities with the hierarchical level of responsibility depending

on the significance of the respective risk or opportunity In

first step assuming responsibility for specific risk or oppor

tunity involves deciding upon one of our general response

strategies or combination of them Our general response

strategies with respect to risks are avoidance transfer reduc

tion or acceptance of the relevant risk Our general response

strategies with respect to opportunities are non-realization

transfer and partial or complete realization of the relevant op
portunity In second step responsibility for risk or oppor

tunity also involves the development initiation and monitor

ing of appropriate response measures corresponding to the

chosen response strategy These response measures have to

be specificaily tailored to allow for effective risk management

Accordingly we have developed variety of response mea

sures with different characteristics For example we mitigate

the risk of fluctuations in currency and interest rates by en

gaging in hedging activities Regarding our long-term proj

ects systematic and comprehensive project management

with standardized project milestones including provisional

acceptances during project execution and complemented by

clearly defined approval processes assists us in identifying

and responding to project risks at an early stage even before

entering the bidding phase Furthermore we maintain appro

priate insurance levels for potential cases of damage and ha-
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bility
risks in order to reduce our exposure to such risks and to

avoid or minimize potential losses Among others we address

the risk of fluctuations in economic activity and customer de

mand by closely monitoring the macroeconomic conditions

and developments in relevant industries and by adjusting Ca

pacity and implementing cost-reduction measures in timely

and consistent manner if deemed necessary

To oversee the ERM process and to further drive the integra

tion and harmonization of existing control activities in align

ment with legal and operational requirements the Managing

Board established Corporate Risk and Internal Control De

partment headed by the Chief RiskInternal Control Officer

and Corporate Risk and Internal Control Committee CRIC

The CRIC obtains risk and opportunity information from the

Risk Committees established at the Sector SFS SRE and re

gional Cluster level as well as from the Heads of Corporate

Units which then forms the basis for the evaluation of the

company-wide risk and opportunity situation The CRIC re

ports to and supports the Managing Board on matters relating

to the implementation operation and oversight of the risk

and internal control system and assists the Managing Board

in reporting to the Audit Committee of the Supervisory Board

The CRIC is composed of the Chief Risk Internal Control Offi

cer as the chairperson and members of senior management

such as the Sector and SFS CEO5 the CFO of Siemens and se

lected Heads of Corporate Units

Below we describe the risks that could have material ad

verse effect on our business our financial condition and re

suits of operations the price of our shares and American de

pository shares ADS and our reputation The order in which

the risks are presented in each of the four categories reflects

the currently estimated relative exposure for Siemens associ

ated with these risks and thus provides an indication of the

risks current importance to us Nevertheless risks currently

considered to entail lower risk exposure could potentially re

sult in higher negative impact on Siemens than risks cur

rently considered to entail higher risk exposure Additional

risks not known to us or that we currently consider immateri

al may also negatively impact our business operations We do

not expect to incur any risks that alone or in combination

would appear to jeopardize the continuity of our business
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C.8.3 Risks

C.8.3.1 STRATEGIC RISKS

We operate in highly competitive markets which are sub

ject to price pressures and rapid changes The worldwide

markets for our products and solutions are highly competitive

in terms of pricing product and service quality development

and introduction time customer service and financing terms

In many of our businesses we face downward price pressure

and we are or could be exposed to market downturns or slow

er growth which may increase in times of declining invest

ment activities and consumer demand We face strong com

petitors some of which are larger and may have greater re

sources in given business area as well as competitors from

emerging markets which may have better cost structure

Some industries in which we operate are undergoing consoli

dation which may result in stronger competition and

change in our relative market position Certain competitors

might be more effective and faster in capturing available mar

ket opportunities which in turn may negatively impact our

market share These factors alone or in combination may neg

atively impact our business financial condition including ef

fects on assets liabilities and cash flows and results of oper

ations

Our business is affected by the uncertainties of economic

and political conditions particularly in the current mac
roeconomic environment which is characterized by con

tinuing crisis in financial markets and the potential threat

of global economic downturn Our business environment

is influenced by conditions in the domestic and global econo

mies Although the macroeconomic environment showed

further overall improvement in the first half of fiscal 2011 the

development of certain economic indicators as well as the re

cent turbulences in the financial markets in the second half

of fiscal 2011 primarily as result of the ongoing sovereign

debt crisis in the Eurozone still indicate highly volatile

macroeconomic environment Future macroeconomic devel

opment is dependent upon the evolution of number of

global and local factors such as the crisis in the credit mar

kets economic crises arising from sovereign debt overruns

and government budget consolidation measures related

thereto including in the U.S Italy Greece and other Europe

an countries reduced levels of capital expenditures declin

ing consumer and business confidence increasing unem

ployment in certain countries fluctuating commodity prices

bankruptcies natural disasters political crises and other chal

lenges affecting the speed of sustainable macroeconomic

growth

In light of the latest economic developments the high degree

of unemployment in certain countries the level of public debt

in the U.S as well as in Italy Greece and other European coun

tries uncertainties with respect to the stability of the Chinese

economy and the potential impact of budget consolidation

measures by governments around the world the bases for our

expectations relating to the overall economic situation and

specific conditions in markets relevant to us are subject to con

siderable uncertainties In general due to the significant pro

portion of long-cycle businesses in our Sectors and the impor

tance of long-term contracts for Siemens there is usually

time lag between the development of macroeconomic condi

tions and their impact on our financial results Important ex

ceptions include our short-cycle businesses in the Industry

Sector particularly those in industrial automation and drives

technologies which are highly sensitive to volatility in market

demand If the macroeconomic environment deteriorates and

if we are not successful in adapting our production and cost

structure to subsequent changes to conditions in the markets

in which we operate there can be no assurance that we will

not experience adverse effects that may be material to our

business financial condition results of operations and our

ability to access capital For example it may become more dif

ficult for our customers to obtain financing and as result they

may modify delay or cancel plans to purchase our products

and services or to execute transactions Furthermore prices

may decline as result of adverse market conditions to great

er extent than currently anticipated In addition contracted

payment terms especially regarding the level of advance pay

ments by our customers relating to long-term projects may

become less favorable which could negatively impact our

cash flows Additionally if customers are not successful in

generating sufficient revenue or securing access to the capital

markets they may not be able to pay or may delay payment of

the amounts they owe us which may adversely affect our

business financial condition and results of operations

Numerous other factors such as fluctuations of energy and

raw material prices as well as global political conflicts in

cluding those in the Middle East North Africa and other re

gions continue to impact macroeconomic parameters and the

international capital and credit markets The uncertainty of

economic and political conditions can have material adverse

impact on our business financial condition and results of op
erations and can also make our budgeting and forecasting

more difficult

Our business is affected by variety of market conditions and

regulation For example our Energy Sector is exposed to the
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development of global demand for energy and is considerably

affected by regulations related to energy and environmental

policies Our Healthcare Sector in turn is dependent on de

velopments and regulations in healthcare systems around the

world particularly in the important U.S healthcare market

Our Industry Sector is vulnerable to unfavorable market con

ditions in certain segments of the automotive manufacturing

and construction industries Our new Infrastructure Cities

Sector focuses mainly on business with public authorities

around the world and is thus vulnerable to restrictions in pub

lic budgets

Our businesses must keep pace with technological chang

es and develop new products and services to remain corn

petitive The markets in which our businesses operate experi

ence rapid and significant changes due to the introduction of

innovative technologies To meet our customers needs in

these areas we must continuously design new and update

existing products and services and invest in and develop

new technologies Introducing new products and technolo

gies requires significant commitment to research and devel

opment which in return requires expenditure of considerable

financial resources that may not always result in success Our

sales and profitability may suffer if we invest in technologies

that do not operate or may not be integrated as expected or

that are not accepted in the marketplace as anticipated or if

our products or systems are not introduced to the market in

timely manner in particular compared to our competitors or

become obsolete Furthermore in some of our markets the

need to develop and introduce new products rapidly in order

to capture available opportunities may lead to quality prob

lems Our operating results depend to significant extent on

our ability to anticipate and adapt to changes in markets and

to reduce the costs of producing high-quality new and exist

ing products Any inability to do so could have material ad

verse effect on our business financial condition and results of

operations

Our business financial condition and results of opera
tions may be adversely affected by continued strategic re

orientations and cost-cutting initiatives We are in contin

uous process of strategic reorientation and constantly engage

in cost-cutting initiatives including in connection with ongo

ing capacity adjustment measures and structural initiatives

Capacity adjustments through consolidation of business ac

tivities and manufacturing facilities and the streamlining of

product portfolios are also part of these cost reduction efforts

These measures may negatively impact our business finan

cial condition and results of operations Any future contribu

tion of these measures to our profitability will be influenced

by the actual savings achieved and by our ability to sustain

these ongoing efforts

Our business financial condition and results of opera

tions may be adversely affected by portfolio measures

Our strategy includes divesting activities in some business ar

eas and strengthening others through portfolio measures in

cluding mergers and acquisitions

With respect to dispositions we may not be able to divest

some of our activities as planned and the divestitures we do

carry out could have negative impact on our business finan

cial condition results of operations and potentially our repu

tation For example after having previously announced plans

to list our subsidiary OSRAM AG in the fall of 2011 we an

nounced in September 2011 that in view of the highly volatile

environment on the capital markets and possible effects on

the industry OSRAM AG is to be listed at later date

Mergers and acquisitions are inherently risky because of diffi

culties that may arise when integrating people operations

technologies and products There can be no assurance that

any of the businesses we acquire can be integrated success

fully and as timely as originally planned or that they will per

form well once integrated In addition we may incur signifi

cant acquisition administrative and other costs in connection

with these transactions including costs related to integration

of acquired businesses Furthermore portfolio measures may

result in additional financing needs and adversely affect our

financial leverage and our debt-to-equity ratio Acquisitions

may also lead to substantial increases in intangible assets in

cluding goodwill Our balance sheet reflects significant

amount of intangible assets including goodwill Among our

businesses the largest amount of goodwill is allocated to the

Diagnostics Division and the Imaging Therapy Division of

the Healthcare Sector and the Industry Automation Division

of the Industry Sector In fiscal 2010 the annual test for im

pairment of goodwill of the Diagnostics Division within the

Healthcare Sector was performed as of September 30 2010

As result in the Diagnostics Division of the Healthcare Sec

tor an impairment of 1145 million was recognized to reduce

the carrying amount of goodwill For further information see

D.6 Notes to Consolidated Financial Statements If we were

to encounter continuing adverse business developments in

cluding negative effects on our revenues profits or on cash or

adverse effects from an increase in the weighted average cost

of capital WACC or from foreign exchange rate developments

or if we were otherwise to perform worse than expected at
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acquisition then these intangible assets including goodwill

might have to be written down which could materially and

adversely affect our results of operations The likelihood of

such adverse business developments increases in times of dif

ficult or uncertain macroeconomic conditions

We may be adversely affected by our equity interests and

strategic alliances Our strategy includes strengthening our

business interests through joint ventures associated compa

nies and strategic alliances Certain of our investments are ac

counted for using the equity method including among oth

ers Nokia Siemens Networks B.V NSN Enterprise Networks

Holdings B.V EN and BSH Bosch und Siemens Hausgerate

GmbH BSH Any factors negatively influencing the profitabil

ity
of our equity investments including negative effects on

revenues profits or on cash could have an adverse effect on

our equity pick-up related to these equity interests or may re

sult in write-down of these investments In addition our

business financial condition and results of operations could

also be adversely affected in connection with loans guaran

tees or non-compliance with financial covenants related to

these equity investments Furthermore such investments are

inherently risky as we may not be able to sufficiently influ

ence corporate governance processes or business decisions

taken by our equity investments and strategic alliances that

may have negative effect on our business In addition joint

ventures bear the risk of difficulties that may arise when inte

grating people operations technologies and products Strate

gic alliances may also pose risks for us because we compete in

some business areas with companies with which we have

strategic alliances

C.8.3.2 OPERATIONS RISKS

We are dependent upon hiring and retaining highly quali

fied management and technical personnel Competition for

highly qualified management and technical personnel re

mains intense in the industries and regions in which our busi

ness operates In many of our business areas we intend to ex

pand our business activities for which we will need highly

skilled employees Our future success depends in part on our

continued ability to hire assimilate and retain engineers and

other qualified personnel There can be no assurance that we

will continue to be successful in attracting and retaining all

the highly qualified employees and key personnel needed in

the future including in appropriate geographic locations and

any inability to do so could have material adverse effect on

our business

We may face operational failures and quality problems in

our value chain processes Our value chain comprises all

steps from research and development to supply chain man
agement production marketing sales and services Opera

tional failures in our value chain processes could result in

quality problems or potential product labor safety regulatory

or environmental risks Such risks are particularly present in

relation to our production facilities which are located all over

the world and have high degree of organizational and tech

nological complexity From time to time some of the products

we sell might have quality issues resulting from the design or

manufacture of such products or from the software integrated

into them

Furthermore failures on the part of service providers we em
ploy such as in the area of IT infrastructure may have art ad

verse effect on our processes and operations and our ability to

meet our commitments to customers or increase our operat

ing costs Any operational failures or quality issues could have

material adverse effect on our business financial condition

and results of operations

We may face interruption of our supply chain including

the inability of third parties to deliver parts components

and services on time and we may be subject to rising raw

material prices Our financial performance depends in part

on reliable and effective supply chain management for com

ponents sub-assemblies and other materials Capacity con

straints and supply shortages resulting from ineffective sup

ply chain management may lead to delays and additional cost

We rely on third parties to supply us with parts components

and services Using third parties to manufacture assemble

and test our products reduces our control over manufacturing

yields quality assurance product delivery schedules and

costs The third parties that supply us with parts and compo

nents also have other customers and may not have sufficient

capacity to meet all of their customers needs including ours

during periods of excess demand Component supply delays

can affect the performance of our Sectors Although we work

closely with our suppliers to avoid supply-related problems

there can be no assurance that we will not encounter supply

problems in the future or that we will be able to replace sup

plier that is not able to meet our demand This risk is particu

larly evident in businesses with very limited number of sup

pliers Shortages and delays could materially harm our busi

ness Unanticipated increases in the price of components due

to market shortages or other reasons could also adversely af

fect the performance of our Sectors Furthermore we may be
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exposed to the risk of delays and interruptions of the supply

chain as consequence of natural disasters such as those

which occurred in Japan in fiscal 2011 in case we are unable

to identify alternative sources of supply in timely manner or

at all general shortage of materials components or sub

components as result of natural disasters also bears the risk

of unforeseeable fluctuations in prices and demand which

might adversely affect our results of operations

Our Sectors purchase raw materials including so-called rare-

earth metals copper steel aluminum and oil which exposes

them to fluctuations in energy and raw material prices In re

cent times commodities have been subject to volatile mar

kets and such volatility is expected to continue If we are not

able to compensate for our increased costs or pass them on to

customers price increases could have material adverse im

pact on our financial results In contrast in times of falling

commodity prices we may not fully profit from such price de

creases as we attempt to reduce the risk of rising commodity

prices by several means such as long-term contracting or

physical and financial hedging In addition to price pressure

that we may face from our customers expecting to benefit

from falling commodity prices or adverse market conditions

this could also adversely affect our business financial condi

tion and results of operations

Our business financial condition and results of opera

tions may be adversely affected by cost overruns or addi

tional payment obligations related to the management of

our long-term fixed price or turnkey projects We perform

portion of our business especially large projects under

long-term contracts that are awarded on competitive bid

ding basis Some of these contracts are inherently risky be

cause we may assume substantially all of the risks associated

with completing the project and the post-completion warran

ty obligations For example we face the risk that we must sat

isfy technical requirements of project even though we may

not have gained experience with those requirements before

we win the project The profit margins realized on fixed-priced

contracts may vary from original estimates as result of

changes in costs and productivity over their term We some
times bear the risk of unanticipated project modifications

shortage of key personnel quality problems financial difficul

ties of our customers cost overruns or contractual penalties

caused by unexpected technological problems unforeseen

developments at the project sites performance problems

with our suppliers subcontractors and consortium partners

or other logistical difficulties Certain of our multi-year con-

tracts also contain demanding installation and maintenance

requirements in addition to other performance criteria relat

ing to timing unit cost requirements and compliance with

government regulations which if not satisfied could subject

us to substantial contractual penalties damages non-pay

ment and contract termination There can be no assurance

that contracts and projects in particular those with long-term

duration and fixed-price calculation can be completed profit

ably For additional information see D.6 Notes to Consoli

dated Financial Statements

Increased rr security threats and higher levels of profes

sionalism in computer crime could pose risk to our sys

teins networks products solutions and services as well

as to those of our service providers Our business portfolio

includes broad array of systems networks products solu

tions and services across our Sectors that rely on digital tech

nologies We observe global increase in iT security threats

and higher levels of professionalism in computer crime

which pose risk to the security of systems and networks and

the confidentiality availability and integrity of data We at

tempt to mitigate these risks by employing number of mea

sures including employee training comprehensive monitor

ing of our networks and systems and maintenance of backup

and protective systems such as firewalls and virus scanners

To the extent we employ service providers such as in the area

of IT infrastructure we have contractual arrangements in

place in order to ensure that these risks are reduced in simi

lar manner Nonetheless our systems networks products

solutions and services as well as those of our service provid

ers remain potentially vulnerable to attacks Depending on

their nature and scope such attacks could potentially lead to

the leakage of confidential information improper use of our

systems and networks manipulation and destruction of data

defective products production downtimes and supply short

ages which in turn could adversely affect our reputation

competitiveness business financial condition and results of

operations

C.8.3.3 FINANCIAL RISKS

We are exposed to currency risks and interest rate risks

We are exposed to fluctuations in exchange rates especially

between the U.S dollar and the euro because high percent

age of our business volume is conducted irs the U.S and as ex

ports from Europe In addition we are exposed to currency ef

fects involving the currencies of emerging markets such as

China India and Brazil As result strong euro in relation to
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the U.S dollar and other currencies can have material im

pact on our revenues and results Certain currency risks as

well as interest rate risks are hedged on Company-wide ba

sis using derivative financial instruments Depending on the

development of foreign currency exchange rates our hedging

activities can have significant effects on our cash flow Our

Sectors and SFS engage in currency hedging activities which

sometimes do not qualify for hedge accounting In addition

our Corporate Treasury has interest rate hedging activities

which also do not qualify for hedge accounting and are sub

ject to changes in interest rates Accordingly exchange rate

and interest rate fluctuations may influence our results and

lead to earnings volatility strengthening of the euro partic

ularly against the U.S dollar may change our competitive po

sition as many of our competitors may benefit from having

substantial portion of their costs based in weaker currencies

enabling them to offer their products at lower prices

We are exposed to volatile credit spreads Regarding our

Corporate Treasury activities widening credit spreads due to

uncertainty and risk aversion in the financial markets might

lead to changing fair market values of our existing trade re

ceivables and derivative financial instruments In addition we

also see risk of increasing refinancing costs if the Eurozone

sovereign debt crisis with its ongoing significant impact on

global financial markets and the European financial sector in

particular continues or even worsens Any such development

could also further increase the costs for buying protection on

credit risks due to potential increase of counterparty risks

Our future financing via Corporate Treasury may be affect

ed by the uncertainty of economic conditions and the de

velopnient of capital and financial markets in particular

Our Corporate Treasury is responsible for the financing of the

Company Negative developments in the foreign exchange

money or capital markets such as limited availability of funds

particularly U.S dollar funds may increase our overall cost

of funding The worldwide financial market crisis triggered by

Lehmans bankruptcy as well as the ongoing Eurozone sover

eign debt crisis continue to have an impact on global capital

markets These developments and the resulting higher risk

awareness of investors and governments in particular may

lead to further regulation of the financial sector and the use

of financial instruments could influence our future possibili

ties of obtaining debt financing and may significantly in

crease credit spreads Regarding our Corporate Treasury activ

ities deteriorating credit quality and or default of counter-

parties may adversely affect our financial conditions and re

sults of operations

Downgrades of our ratings could increase our cost of capi

tal and could negatively affect our businesses Our busi

ness financial condition and results of operations are influ

enced significantly by the actual and expected performance

of the Sectors and SFS as well as the Companys portfolio

measures An actual or expected negative development of our

results of operations or cash flows or an increase in our net

debt position could result in the deterioration of our credit rat

ing Downgrades by rating agencies could increase our cost of

capital may reduce our potential investor base and may nega

tively affect our businesses

Our financing activities subject us to various risks indud

ing credit interest rate and foreign exchange risk We pro

vide our customers with various forms of direct and indirect

financing in connection with large projects We also finance

large number of customer orders for example the leasing of

medical equipment mainly through SFS SFS also incurs cred

it risk by financing third-party equipment or by taking direct

or indirect participations in financings such as syndicated

loans In part we take security interest in the assets we fi

nance or we receive additional collateral Our business finan

cial conditions and results of operations may be adversely af

fected if the credit quality of our customers deteriorates or if

they default on their payment obligation to us if the value of

the assets in which we have taken security interest or addi

tional collateral declines if interest rates or foreign exchange

rates fluctuate or if the projects in which we invest are unsuc

cessful Potential adverse changes in economic conditions

could cause further decline in the fair market values of as

sets derivative instruments as well as collateral resulting in

losses which could have negative effect on our business fi

nancial condition and results of operations

Our financial condition and results of operations may be

adversely affected by several parameters influencing the

funded status of our pension benefit plans The funded sta

tus of our pension plans may be affected by an increase or de

crease in the defined benefit obligation DBO as well as by

an increase or decrease in the value of plan assets Pensions

are accounted for in accordance with actuarial valuations

which rely on statistical and other factors in order to antici

pate future events These factors include key pension plan

valuation assumptions such as the discount rate expected

rate of return on plan assets rate of future compensation in-

creases and pension progression Actual developments may

differ from assumptions due to changing market and econom

ic conditions thereby resulting in an increase or decrease in

the DBO Significant movements in financial markets or
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change in the portfolio mix of invested assets can result in

corresponding increases or decreases in the value of plan as

sets particularly equity securities or in change of the ex

pected rate of return on plan assets Also changes in pension

plan assumptions can affect net periodic pension cost For ex

ample change in discount rates or in the expected return on

plan assets assumptions may result in changes in the net peri

odic benefit cost in the following financial year In order to

comply with local pension regulations in selected foreign

countries we may face risk of increasing cash outflows to

reduce an underfunding of our pension plans in these coun

tries if any At the end of fiscal 2011 the combined funded

status of Siemens pension benefit plans showed an under-

funding of 6.5 billion compared to an underfunding of 7.4

billion at the end of fiscal 2010 The underfunding at the end

of fiscal 2011 included approximately 0.3 billion related to

OSRAM Further the combined funded status of Siemens

other post-employment benefit plans showed an underfund

ing of 0.8 billion at the end of fiscal 2011 compared to an un

derfunding of 0.8 billion at the end of the prior fiscal year

For further information see 1D.6 Notes to Consolidated

Financial Statements

C.8.3.4 COMPLIANCE RISKS

We axe subject to regulatory risks associated with our in

ternational operations Protectionist trade policies and

changes in the political and regulatory environment in the

markets in which we operate such as foreign exchange im

port and export controls tariffs and other trade barriers and

price or exchange controls could affect our business in sever

al national markets impact our sales and profitability and

make the repatriation of profits difficult and may expose us

to penalties sanctions and reputational damage In addition

the uncertainty of the legal environment in some regions

could limit our ability to enforce our rights For example as

globally operating organization we conduct business with

customers in countries that are subject to export control regu

lations embargoes sanctions or other forms of trade restric

tions imposed by the U.S the European Union or other coun

tries or organizations Business with customers in Iran has re

cently become subject to significant further regulation under

Resolution 1929 2010 of the Security Council of the United

Nations the U.S Comprehensive Iran Sanctions Accountabil

ity and Divestment Act of 2010 enacted on July 2010 CISA
DA including implementing measures thereto on federal and

state level as well as the Council Regulation EU No 961

2010 of October 25 2010 on tightening of the sanctions re

gime against Iran extended by Council Implementing Regula

tion EU No 503/2011 of May 23 2011 Even though we have

decided as general rule as descrthed in more detail in

C.3.tl Orders and revenue not to enter into new contracts

with customers in Iran we may still conduct certain business

activities and provide products and services to customers in

Iran under limited circumstances in accordance with the de

tailed policies implementing this general rule New or tight

ened export control regulations sanctions embargos or other

forms of trade restrictions imposed on Iran or on other sanc

tioned countries in which we do business may result in cur

tailment of our existing business in such countries and in an

adaptation of our policies In addition the termination of our

activities in Iran or other sanctioned countries may expose us

to customer claims and other actions We are continuously

evaluating the potential impact if any of the above-refer

enced Iran legislation or any amendments thereto on among

other things pre-existing contractual obligations in our Ener

gy Sectors business in Iran

We expect that sales to emerging markets will continue to ac

count for an increasing portion of our total revenue as our

business naturally evolves and as developing nations and re

gions around the world increase their demand for our offer

ing Emerging market operations involve various risks includ

ing civil unrest health concerns cultural differences such as

employment and business practices volatility in gross domes

tic product economic and governmental instability the po
tential for nationalization of private assets and the imposition

of exchange controls The Asian markets in particular are im

portant for our long-term growth strategy and our sizeable

operations in China are influenced by legal system that is

still developing and is subject to change Our growth strategy

could be limited by governments supporting local industries

Our Sectors particularly those that derive their revenue from

large projects could be adversely affected if future demand

prices and gross domestic product in the markets in which

those Sectors operate do not develop as favorably as expect

ed if any of these risks or similar risks associated with our in

ternational operations were to materialize our business fi

nancial condition and results of operations could be material

ly adversely affected

Current and future investigations regarding allegations of

public corruption and other illegal acts could have mate

rial adverse effect on the development of future business

opportunities our net assets financial condition and re

sults of operations the price of our shares and American

depository shares ADS and our reputation We engage in

substantial amount of business with governments and gov
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ernment-owned enterprises around the world We also partic

ipate in number of projects funded by government agencies

and intergovernmental and supranational organizations such

as multilateral development banks If we are found to have

been engaged in public corruption and other illegal acts such

activities may impair our abifity to do business with these or

other organizations Starting in 2006 public prosecutors and

other government authorities in certain jurisdictions around

the world investigated allegations of corruption at number

of our former business groups and regional companies Our

evaluation of the allegations led our management to identify

material weakness in our internal controls over financial re

porting as of September 30 2006 and 2007 We were able to

settle most of the governmental cases including proceedings

initiated by the Munich public prosecutor the U.S Depart

ment of Justice and the U.S Securities and Exchange Com
mission In connection with these settlements and other legal

proceedings in Germany we paid total of 1.2 billion to au

thorities in the U.S and Germany in fiscal 2008 and fiscal

2009 In addition we engaged compliance monitor to evalu

ate and report for period of up to four years on the Compa

nys progress in implementing and operating its new compli

ance program

number of governmental investigations are pending and

additional investigations may be launched from time to time

by governmental authorities around the world Based on our

past experience there is also risk of ongoing investigations

being expanded Corruption and related proceedings may

lead to criminal and civil fines as well as penalties sanctions

injunctions against future conduct profit disgorgements dis

qualifications from directly and indirectly engaging in certain

types of business the loss of business licenses or permits or

other restrictions Accordingly we may be required to record

material provisions to cover potential liabifities arising in con

nection with such investigations and proceedings including

potential tax penalties Moreover any findings related to pub

lic corruption that are not covered by the settlements de

scribed above may endanger these further monitors could be

appointed to review future business practices and we may

otherwise be required to further modify our business practic

es and our compliance program

Our involvement in ongoing and potential future corruption

proceedings could damage our reputation and have an ad

verse impact on our ability to compete for business from pub

lic and private sector customers around the world If we or our

subsidiaries are found to have engaged in certain
illegal acts

or not to have taken effective steps to address allegations or

findings of corruption in our business this may impair our

ability to participate in business with governments or inter

governmental organizations and may result in our formal ex

clusion from such business Even if we are not formally ex

cluded from participating in government business govern

ment agencies or intergovernmental or supranational organi

zations may informally exclude us from tendering for or

participating in certain contracts For example legislation of

member states of the European Union could in certain cases

result in our mandatory or discretionary exclusion from public

contracts in case of conviction for bribery and certain other

offences or for other reasons As described in more detail in

D.6 Notes to Consolidated Financial Statements we or our

subsidiaries have in the past been excluded or currently are

excluded from some contracting including with govern

ments development banks and multilateral financial institu

tions as result of findings of corruption or other miscon

duct Ongoing or potential future investigations into allega

tions of corruption could also impair existing relationships

with and our ability to acquire new private sector business

partners For instance such investigations may adversely af

fect our ability to pursue potentially important strategic proj

ects and transactions such as strategic alliances joint ven

tures or other business combinations or could result in the

cancellation of certain of our existing contracts and the com
mencement of significant third-party litigation including by

our competitors

In addition developments in ongoing and potential future in

vestigations such as responding to the requests of govern

mental authorities and cooperating with them could divert

managements attention and resources from other issues fac

ing our business The materialization of any of these risks

could have material adverse effect on the development of

future business opportunities our net assets financial condi

tion and results of operations the price of our shares and ADS

and on our reputation

Our business could suffer as result of current or future

litigation We are subject to numerous risks relating to legal

governmental and regulatory proceedings to which we are

currently party or to which we may become party in the fu

ture We routinely become subject to legal governmental and

regulatory investigations and proceedings involving among

other things requests for arbitration allegations of improper

delivery of goods or services product liabiity product de

fects quality problems intellectual property infringement

non-compliance with tax regulations and or alleged or sus

pected violations of applicable laws In addition we may face
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further claims in connection with the circumstances that led

to the corruption proceedings described above For additional

information with respect to specific proceedings see D.6

Notes to Consolidated Financial Statements There can be no

assurance that the results of these or any other proceedings

will not materially harm our business reputation or brand

Moreover even if we ultimately prevail on the merits in any

such proceedings we may have to incur substantial legal fees

and other costs defending ourselves against the underlying

allegations We record provision for legal risks when we
have present obligation as result of past event it is

probable that an outflow of resources embodying economic

benefits will be required to settle the obligation and reli

able estimate can be made of the amount of the obligation In

addition we maintain liability insurance for certain legal risks

at levels our management believes are appropriate and con

sistent with industry practice Our insurance policy however

does not protect us against reputational damage Moreover

we may incur losses relating to legal proceedings beyond the

limits or outside the coverage of such insurance Finally

there can be no assurance that we will be able to maintain ad

equate insurance coverage on commercially reasonable terms

in the future Each of these risks may have material adverse

effect on our busineŁs financial condition and results of op
erations and our provisions for legal proceedings-related

losses may not be sufficient to cover our ultimate losses or ex

penditures

Examinations by tax authorities and changes in tax regu

lations could adversely affect our business financial con
dition and results of operations We operate in around 190

countries and therefore are subject to different tax regula

tions Changes in tax law could result in higher tax expense

and payments Furthermore legislative changes could mate

rially impact our tax receivables and liabilities as well as de

ferred tax assets and deferred tax liabilities In addition the

uncertain tax environment in some regions could limit our

ability to enforce our rights As globally operating organiza

tion we conduct business in countries subject to complex tax

rules which may be interpreted in different ways Future in

terpretations or developments of tax regimes may affect our

tax liability return on investments and business operations

We are regularly examined by tax authorities in various juris

dictions

We are subject to environmental and other government

regulations Some of the industries in which we operate are

highly regulated Current and future environmental and other

government regulations or changes thereto may require us to

change the way we run our operations and could result in sig

nificant increases in our operating or product costs In addi

tion while we have procedures in place to ensure compliance

with applicable governmental regulations in the conduct of

our business operations it cannot be excluded that violations

of applicable governmental regulations may occur either by

us or by third parties that we contract with including suppli

ers or service providers whose activities may be attributed to

us Any such violations expose us to the risk of liability repu

tational damage or loss of licenses or permits that are impor

tant to our business operations In particular we could also

face liability for damage or remediation for environmental

contamination at the facilities we design or operate For ex

ample we are required to bear environmental clean-up costs

mainly related to remediation and environmental protection

liabilities which have been accrued based on the estimated

costs of decommissioning facilities for the production of ura

nium and mixed-oxide fuel elements in Hanau Germany as

well as nuclear research and service center in Karlstein Ger

many For further information see D.6 Notes to Consolidat

ed Financial Statements We establish provisions for environ

mental risks when we have present obligation as result

of past event it is probable that an outflow of resources

embodying economic benefits will be required to settle the

obligation and reliable estimate can be made of the

amount of the obligation With regard to certain environmen

tal risks we maintain liability insurance at levels that our

management believes are appropriate and consistent with in

dustry practice We may incur environmental losses beyond

the limits or outside the coverage of such insurance and

such losses may have material adverse effect on our busi

ness financial condition and results of our operations In ad

dition our provisions for environmental liabilities may not be

sufficient to cover our ultimate losses or expenditures result

ing therefrom

C.8.4 Opportunities

Within our comprehensive interactive and management-ori

ented Enterprise Risk Management ERM approach that is in

tegrated into the organization and that addresses both risks

and opportunities we regularly identify evaluate and respond

to opportunities that present themselves in our various fields

of activity While we describe our most significant opportuni

ties below those are not the only ones we encounter In addi

tion our assessment of opportunities is subject to change as

our Company our markets and technologies are constantly

developing As consequence new opportunities may arise
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existing opportunities may cease to be relevant or the signifi

cance of an opportunity may change Generally opportunities

are assessed to the best of our knowledge considering cer

tarn assumptions including market development market p0-

tential of technologies or solutions and anticipated develop

ments in customer demand or prices among other things

When opportunities materialize they may have lower effect

than previously estimated on the basis of the underlying as

sumptions It is also possible that opportunities we see today

will never materialize

We see further opportunities in the above-average growth

potential of emerging markets It is expected that in coming

years emerging markets will continue to grow significantly

faster than industrialized nations led by particularly strong

growth in the BRIC countries Brazil Russia India and China

Within One Siemens we want to take measures aimed at con

tinuously increasing our share of revenue from emerging

markets We believe that developing the capability to design

manufacture and sell so-called SMART simple maintenance-

friendly affordable reliable and timely to market products

will provide us with opportunities to gain market share and

enhance our local presence in these strategic growth markets

Adding further SMART products to our portfolio and develop

ing stronger sales channels would enable us to increase our

revenues by serving large and fast-growing regional markets

where customers may consider price more strongly than prod

uct features when making purchase decision

Through selective acquisitions and equity investments we

constantly strive to strengthen our leading technology po
sition open up additional potential markets or further de

velop our product portfolio We constantly monitor our cur

rent and future markets for opportunities for strategic acquisi

tions or equity investments to complement organic growth

Such acquisitions or equity investments could help us to

strengthen our market position in our existing markets pro

vide access to new markets or complement our technological

portfolio in selected areas

Localizing value chain activities in low cost countries

could further improve our cost position Localizing certain

value chain activities such as procurement manufacturing

maintenance and service in markets like the BRIC countries

and the Middle East could enable us to reduce costs and to

strengthen our global competitive position in particular com

pared to competitors based in countries with more favorable

cost structure

We have an opportunity to further grow in the area of en
vironment and climate protection Many of the key areas of

our research and development activities focus on products

and solutions capable of strengthening and advancing our

Environmental Portfolio Our Environmental Portfolio com

prises products and solutions with outstanding energy effi

ciency systems and components for renewable forms of en

ergy and environmental technologies for cleaner water and

air These products and solutions are intended to help our cus

tomers to reduce their carbon dioxide footprint cut their en

ergy costs and improve their profitability through increased

productivity We believe that public policy initiatives in many
countries will lead to greater demand for such products and

solutions in the years ahead including from government

stimulus programs For further information see 1.5.2

Environmental protection

We are in the process of continuously developing and im

plementing initiatives to reduce costs adjust capacities

and streamline our portfolio Such measures aim at

strengthening our competitive position and realizing cost ad

vantages For example we expect to generate sustainable im

provements in profitability from our supply chain manage

ment efforts aimed at optimizing our supply chain manage

ment generating associated savings as well as improving the

management of our supplier-related risk For further informa

tion regarding our supply chain management see C.1.4.2

Supply chain management

We constantly strive to develop new technologies new

products and solutions as well as to improve existing

ones We invest in new technologies that we expect to meet

future demands in accordance with the four strategic mega
trends demographic change urbanization climate change

and globalization for further information see C.1.2.1 Global

megatrends

C.8.5 Legal proceedings

For information regarding legal proceedings see 0.6 Notes

to Consolidated Financial Statements
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C.9 Information required pursuant to Section 289

and Section 315 of the German Commercial

Code HGB and explanatory report

C.9.1 Composition of common stock

As of September 30 2011 the Companys common stock to

taled 1743 billion 2010 2743 billion divided into

914203421 2010 914203421 registered shares with no par

value and notional value of 3.00 per share The shares are

fully paid in In accordance with of the Companys Arti

cles of Association the right of shareholders to have their

ownership interests evidenced by document is excluded un

less such evidence is required under the regulations of stock

exchange on which the shares are listed Collective share cer

tificates may be issued Pursuant to Section 67 of the Ger

man Stock Corporation Act Aktiengesetz AktG only those

persons recorded in the Companys stock register will be rec

ogrnzed as shareholders of the Company For purposes of re

cording the shares in the Companys stock register share

holders are required to submit to the Company the number of

shares held by them and their e-mail address if they have one

and in the case of individuals their name address and date

of birth or in the case of legal entities their company name
business address and registered offices

All shares confer the same rights and obligations At the An
nual Shareholders Meeting each share of stock has one vote

and accounts for the shareholders proportionate share in the

Companys net income Excepted from this rule are treasury

shares held by the Company which do not entitle the Compa

ny to any rights The shareholders rights and obligations are

governed by the provisions of the AlctG in particular by Sec

tions 12 53a et seq 118 et seq and 186 of this AktG

C.9.2 Restrictions on voting rights

or transfer of shares

Shares issued to employees under our former employee stock

schemes until 2008 are subject to company-imposed private

law restrictions on disposal for two to five years As matter

of principle eligible employees may not dispose of any shares

transferred to them irs this way prior to the expiration of the

vesting period Shares issued to employees worldwide under

the stock scheme implemented since the beginning of fiscal

2009 i.e the Share Matching Plan are freely transferable to

the extent legally permissible However participants are re

quired to own and hold the shares issued to them under the

rules of the Plan for vesting period of about three years in or

der to receive one matching share free of charge for each three

shares provided the plan participant has been continuously

employed by Siemens AG or another Siemens company until

the end of the vesting period Any sale or transfer of the shares

prior to the end of the vesting period will forfeit the right to re

ceive matching shares for the share sold or transferred

The von Siemens-Vermdgensverwaltung GmbH vSV has

on sustained basis powers of attorney allowing it to vote as

of October 13 2011 11715342 shares on behalf of members of

the Siemens family whereby aforementioned shares consti

tute part of the overall number of shares held by members

of the Siemens family The vSV is German limited liability

company and party to an agreement with among others

members of the Siemens faniily familyagreement In order

to bundle and represent their interests the members of the

Siemens family established family partnership This family

partnership makes proposals to the vSV with respect to the

exercise of the voting rights at Shareholders Meetings of the

Company which are taken into account by the vSV when act

ing within the bounds of its professional discretion Pursuant

to the family agreement the shares under powers of attorney

are voted by the vSV collectively

C.9.3 Equity interests exceeding 1Ok

of voting rights

Under the German Securities Trading Act Wertpapierhars

delsgesetz WpHG holders of voting rights of the Company

are required to notify the Company and the German Federal

Financial Supervisory Authority Bundesanstalt für Finanz

dienstleistungsaufsicht BaFin of the level of their holdings

whenever such holdings reach exceed or fall below certain

thresholds The lowest threshold for notification is 3% of the

Companys outstanding voting rights In addition there might

be further notification obligations according to the WpHG if

investors hold financial instruments that result in an entitle

ment to acquire at the holders option voting shares in the

Company Besides holders of voting rights are required to no

tify
the Company within 20 trading days after reaching or ex

ceeding the threshold of 10% about their intentions with re

spect to the voting rights and the origin of the funds used for

the acquisition of voting rights In addition the German Take

over Act Wertpapiererwerbs- und Ubernahmegesetz WpOG
requires the publication of the acquisition of control which

is defined in the WpUG as holding of at least 30% of the voting

rights in target company

We are not aware of nor have we been notified of any share

holder directly or indirectly holding 10% or more of the voting

rights

153 Consolidated Financial Statements

273 Additional information

140 10 Information required pursuant to Section 2895 143 12 Additional information for supplemental

and Section 315 no.5 of the German Commer- financial measures

cial Code 1-1GB and enplanatory report 145 13 Siemens AG Discussion on basis of

142 11 Compensation report
and Corporate Governance German Commercial Code

statement parsuant to Section 289a of the German 11 14 f4otes and forward-looking statements

Commercial Code HGB

135



C.9.4 Shares with special rights

conferring powers of control

There are no shares with special rights conferring powers of

control

C.9.5 System of control of any

employee share scheme where

the control rights are not exercised

directly by the employees

Shares of stock issued by Siemens AG to employees under its

employee stock scheme are transferred directly to the em
ployees The beneficiary employees who hold shares of em

ployee stock may exercise their control rights in the same way

as any other shareholder directly in accordance with applica

ble laws and the Articles of Association

C.9.6 Legislation and provisions of

the articles of association applicable

to the appointment and removal of

members of the Managing Board and

governing amendment to the articles

of association

The appointment and removal of members of the Managing

Board is subject to the provisions of Sections 84 and 85 of the

AktG and Section 31 of the German Codetermination Act Mit

bestimmungsgesetz MitbestG According to these provi

sions members of the Managing Board are appointed by the

Supervisory Board for maximum term of five years They

may be reappointed or have their term of office extended for

one or more terms of up to maximum of five years each Pur

suant to Section 312 of the MitbestG majority of at least

two thirds of the members of the Supervisory Board is re

quired to appoint members of the Managing Board If such

majority is not achieved the Mediation Committee shall give

within one month after the first round of voting recommen

dation for the appointments to the Managing Board The Su

pervisory Board will then appoint the members of the Manag
ing Board with the votes of the majority of its members If

such appointment fails as well the Chairman of the Super

visory Board shall have two votes in new round of voting

According to of the Articles of Association the Manag
ing Board is comprised of several members the number of

which is determined by the Supervisory Board Pursuant to

Section 84 of the AktG and of the Articles of Association

the Supervisory Board may appoint President of the Manag
ing Board as well as Vice President If required member of

the Managing Board has not been appointed the
necessary

appointment shall be made in urgent cases by competent

court upon motion by any party concerned in accordance

with Section 85 of the AktG Pursuant to Section 84 of the

AktG the Supervisory Board may revoke the appointment of

an individual as member of the Managing Board or as Presi

dent of the Managing Board for good cause

According to Section 179 of the AktG any amendment to the

Articles of Association requires resolution of the Annual

Shareholders Meeting The authority to adopt purely formal

amendments to the Articles of Association was transferred to

the Supervisory Board under 13 of the Articles of Associa

tion In addition by resolution of the Annual Shareholders

Meetings on January 27 2009 and January 25 2011 the Su

pervisory Board has been authorized to amend of the Arti

cles of Association in accordance with the utilization of the

Authorized Capital 2009 and the Authorized Capital 2011 and

after expiration of the then-applicable authorization period

Resolutions of the Annual Shareholders Meeting require

simple majority vote unless greater majority is required by

law Pursuant to Section 179 of the AktG amendments to

the Articles of Association require majority of at least three-

fourth of the capital stock represented at the voting round

unless another capital majority is prescribed by the Articles of

Association

C.9.7 Powers of the Managing Board

to issue and repurchase shares

The Managing Board is authorized to increase with the ap
proval of the Supervisory Board the capital stock until Janu

ary 26 2014 by up to 520800000 through the issuance of

up to 173600000 registered shares of no par value against

cash contributions and/or contributions in kind Authorized

Capital 2009 The Managing Board is authorized to exclude

with the approval of the Supervisory Board preemptive rights

of shareholders in the event of capital increases against con-
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tributions in kind In addition preemptive rights of sharehold

ers may be excluded in the event of capital increases against

cash contributions to make use of any fractional amounts

in order to grant holders of conversion or option rights is

sued by the Company or any of its subsidiaries as protection

against the effects of dilution preemptive rights to subscribe

for new shares and if the issue price of the new shares is

not significantly lower than their stock market price and the

total of the shares issued in accordance with Section 186

4th sentence of the AktG against cash contributions not sig

nificantly below the stock market price with shareholders

subscription rights excluded together with other shares is

sued or disposed of by direct or mutatis mutandis application

of this statutory regulation during the effective period of this

authorization until the date of using this authorization does

not exceed 10% of the capital stock at that point in time

Furthermore the Managing Board is authorized to increase

with the approval of the Supervisory Board the capital stock

until January 24 2016 by up to 90000000 through the issu

ance of up to 30000000 registered shares of no par value

against contributions in cash Authorized Capital 2011 Pre

emptive rights of existing shareholders are excluded The new

shares shall be issued under the condition that they are of

fered exclusively to employees of Siemens AG and its subsid

iaries The new shares may also be issued to suitable bank

that assumes the obligation to use these shares for the sole

purpose of granting them to employees of Siemens AG and

any of its consolidated subsidiaries To the extent permitted

by law employee shares may also be issued in such manner

that the contribution to be paid on such shares is covered by

that part of the annual net income which the Managing Board

and the Supervisory Board may allocate to other retained

earnings under Section 58 of the AktG

As of September 30 2011 the total unissued authorized capi

tal of Siemens AG therefore consisted of 610800000 nomi

nal that may be issued in installments with varying terms by

issuance of up to 203600000 registered shares of no par val

ue For details please refer to of the Articles of Association

By resolution of the Annual Shareholders Meeting of Janu

ary 26 2010 the Managing Board was authorized until Janu

ary 25 2015 to issue bonds in an aggregate principal amount

of up to 15000000000 with conversion rights or with war
rants attached or combination of these instruments enti

tling the holders to subscribe to up to 200000000 new regis

tered shares of Siemens AG of no par value representing pro

rata amount of up to 600000000 of the capital stock The

bonds under this authorization are to be issued against cash

or non-cash contributions

Besides by resolution of the Annual Shareholders Meeting of

January 25 2011 the Managing Board was authorized until

January 24 2016 to issue bearer or registered bonds in an ag

gregate principal amount of up to 15000000000 with con

version rights or with bearer or registered warrants attached

or combination of these instruments entitling the holders

to subscribe to up to 90000000 new registered shares of

Siemens AG of no par value representing pro rata amount of

up to 270000000 of the capital stock The bonds under this

authorization are to be issued against cash contributions

For further details of the authorizations please refer to the re

spective resolutions of the Annual Shareholders Meetings In

particular the bonds are as matter of principle to be of

fered to shareholders for subscription including the possibili

ty of issuing them to banks with the obligation that they must

be offered to shareholders for subscription However the

Managing Board is authorized to exclude shareholders sub

scription rights with the approval of the Supervisory Board

provided that the issue price of the bonds is not significantly

lower than their theoretical market price computed in accor

dance with generally accepted actuarial methods to the

extent the exclusion is necessary with regard to fractional

amounts resulting from the subscription ratio in order to

grant holders of conversion or option rights or conversion or

option obligations on Siemens shares subscription rights as

compensation against the effects of dilution and to the

extent that bonds were issued against non-cash contribu

tions in particular within the context of business combina

tions or when acquiring companies or interests therein

In order to grant shares of stock to holders of convertible

bonds or warrant bonds issued until January 25 2015 by the

Company or any of its consolidated subsidiaries in accordance

with the authorization of the Managing Board adopted by the

Annual Shareholders Meeting on January 26 2010 the capi

tal stock was conditionally increased by 600000000

through the issuance of up to 200000000 no-par value

shares registered in the names of the holders Conditional

Capital 2010 In order to grant shares of stock to holders or
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creditors of convertible bonds or warrant bonds issued until

January 24 2016 by the Company or any of its consolidated

subsidiaries in accordance with the authorization of the Man

aging Board adopted by the Annual Shareholders Meeting on

January 25 2011 the capital stock was conditionally increased

by 270000000 through the issuance of up to 90000000

no-par value shares registered in the names of the holders

Conditional Capital 2011

The total of the shares to be issued on the basis of bond is

sues under these authorizations pursuant to Section 186

4th sentence of the AktG in combination with other shares is

sued or sold by direct or mutatis mutandis application of this

statutory regulation during the effective period of these au

thorizations does not exceed 10% of the capital stock at the

date of using these authorization This limit also includes

shares of stock issued up to this point in time against non-

cash contributions under exclusion of shareholders sub

scription rights on the basis of the Authorized Capital 2009

In addition the issue of convertible bonds and/or warrant

bonds pursuant to both authorizations shall be limited to con

vertible bonds and/or warrant bonds that entitle or oblige to

subscribe to maximum number of 200000000 Siemens

shares representing pro rata amount of 600000000 of the

capital stock while both authorizations are simultaneously

effective

For further information on the conditional capitals of the

Company as of September 30 2011 see D.6 Notes to Consoli

dated Financial Statements

Based on resolution of the Annual Shareholders Meeting on

January 26 2010 the Company was authorized to repurchase

until July25 2011 up to 10% of its 914203421 shares of capital

stock existing at the date of adopting the resolution On Janu

ary 25 2011 the Annual Shareholders Meeting authorized the

Company to acquire until January 24 2016 up to 10% of its

914203421 shares of stock existing at the date of adopting

the resolution or if this value is lower as of the date on

which the authorization is exercised The authorization of

January 25 2011 replaced the previous authorization of Janu

ary 25 2010 with effect from March 2011 The aggregate of

shares of stock of Siemens AG repurchased under this autho

rization and any other Siemens shares previously acquired

and still held in treasury by the Company or attributable to

the Company pursuant to Sections 71d and 71e of the AktG

may at no time exceed 10% of the then existing capital stock

Any repurchase of Siemens shares shall be accomplished at

the discretion of the Managing Board either by acquisition

over the stock exchange or ii through public share repur

chase offer

The Managing Board was additionally authorized with the

approval of the Supervisory Board to complete the repur

chase of Siemens shares in accordance with the authorization

described above with the use of certain equity derivatives

put options call options forward purchases and by using

combination of these derivatives In exercising this authori

zation all stock repurchases based on the equity derivatives

are limited to maximum volume of 5% of the capital stock of

914203421 shares existing at the date of adopting the resolu

tion at the Annual Shareholders Meeting An equity deriva

tives term of maturity must in each case not exceed 18

months and must be chosen in such way that the repur

chase of Siemens shares upon exercise of the equity deriva

tive will take place no later than January24 2016

Besides selling them over the stock exchange or through

public sales offer to all shareholders the Managing Board was

authorized by resolution of the Annual Shareholders Meeting

on January 25 2011 to also use Siemens shares repurchased

on the basis of this or any previously given authorization as

follows such Siemens shares may be retired li offered for

purchase to individuals currently or formerly employed by the

Company or any of its consolidated subsidiaries as well as to

board members of any of the Companys consolidated subsid

iaries or awarded and/or transferred to such individuals with

vesting period of at least two years provided that the em

ployment relationship or board membership existed at the

time of the offer or award commitment lii offered and trans

ferred with the approval of the Supervisory Board to third

parties against non-cash contributions particularly in con

nection with business combinations or the acquisition of

companies businesses parts of businesses or interests there

in iv sold with the approval of the Supervisory Board to

third parties against payment in cash if the price at which

such Siemens shares are sold is not significantly lower than

the market price of Siemens stock at the time of selling or

used to meet obligations or rights to acquire Siemens shares

arising from or in connection with convertible bonds or war

rant bonds issued by the Company or any of its consolidated

subsidiaries The aggregate volume of shares used under the

authorization pursuant to vi and by mutatis mutandis ap
plication of the provisions of Section 186 sentence of

the AktG together with other shares issued or sold by direct or

mutatis mutandis application of this statutory regulation dur
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ing the effective period of this authorization until the date of

using this authorization must not exceed 10% of the capital

stock at that point in time

Furthermore the Supervisory Board was authorized to use

shares acquired on the basis of this or any previously given

authorization to meet obligations or rights to acquire Siemens

shares that were or will be agreed with members of the Man

aging Board of Siemens within the framework of rules

governing Managing Board compensation In particular re

purchased shares may be offered for acquisition or awarded

andlor transferred subject to restriction period by the Su

pervisory Board to the members of the Managing Board pro

vided that Managing Board membership existed at the time of

the offer or award commitment

As of September 302011 the Company held 39952074 2010

44366416 shares of stock in treasury

C.9.8 Significant agreements which

take effect alter or terminate upon
change of control of the Company

following takeover bid

Siemens AG maintains two lines of credit in an aggregate

amount of U.S.$9 billion which provide its lenders with right

of termination in the event that Siemens AG becomes sub

sidiary of another company or ii person or group of per

sons acting in concert acquires effective control over Siemens

AG by being able to exercise decisive influence over its activi

ties Art of Council Regulation EC 139/2004 In addi

tion Siemens AG has bilateral credit line at its disposal in the

amount of 450 million which may be terminated by the lend

er if major changes in Siemens AGs corporate legal situation

occur that jeopardize the orderly repayment of the credit

Framework agreements concluded by Siemens AG under In

ternational Swaps and Derivatives Association Inc documen

tation ISDA Agreements grant the counterparty right of

termination upon the occurrence of the following events Ci

the Company consolidates with merges into or transfers at

least substantially all its assets to third party and the re

sulting entitys creditworthiness is materially weaker than the

Companys immediately prior to such event or the result

ing entity fails to simultaneously assume the Companys obli

gations under the ISDA Agreement or ii additionally some

ISDA Agreements grant the counterparty right of termina

tion upon third party acquiring the beneficial ownership of

equity securities having the power to elect majority of the

Companys Supervisory Board or otherwise acquiring the

power to control the Companys material policy-making deci

sions and the creditworthiness of the Company is materially

weaker than it was immediately prior to such event In either

situation ISDA Agreements are designed such that upon ter

mination all outstanding payment claims documented under

them are to be netted

C.9.9 Compensation agreements
with members of the Managing Board

or employees in the event of take

over bid

In the event of change of control i.e if one or several

shareholders acting jointly or in concert acquire majority of

the voting rights in Siemens AG and exercise controlling in

fluence or if Siemens AG becomes dependent enterprise as

result of entering into an intercompany agreement within

the meaning of Section 291 of the AktG or if Siemens AG is to

be merged into another company any member of the Man

aging Board has the right to terminate the contract of employ

ment if such change of control results in substantial change

in position e.g due to change in corporate strategy or

change in the Managing Board members duties and responsi

bilities If this right of termination is exercised the Managing

Board member is entitled to severance payment in the

amount of not more than two years compensation The calcu

lation of the annual compensation includes not only the base

compensation and the target amount for the bonus but also

the target amount for the Stock Awards This calculation will

be based on the last contractual year before the termination

of the contract Additionally the severance payments cover

non-monetary benefits by paying an amount of 5% of the

compensation or severance total Furthermore compensatory

or severance payments will be reduced 15% as lump-sum al

lowance for discounted values and for income earned else

where However this reduction will apply only to the portion

of the compensatory or severance payment that was calculat

ed without taking account of the first six months of the re

maining term of the Managing Board members contract The

stock-based compensation components for which firm com

mitment already exists remain unaffected No severance pay

ments are made if the Managing Board member receives ben

efits from third parties on the occasion of or in connection

with change of control right of termination does not ex

ist if the change of control occurs within period of twelve

months prior to Managing Board members retirement
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C.1O Information required pursuant to Section 289

and Section 315 no of the German
Commercial Code HGB and explanatory report

The overarching objective of our accounting-related internal

control and risk management system is to ensure that finan

cial reporting is conducted in proper manner such that the

Consolidated Financial Statements and the Managements

discussion and analysis are prepared in accordance with all

relevant regulations

As described in the section 8.2 Risk management our

ERM approach is based on the worldwide accepted Enterprise

Risk Management Integrated Framework developed by the

COSO As one of the objectives of this framework is
reliability

of companys financial reporting it also includes an ac

counting-related perspective Furthermore the framework

connects the ERM process with companys financial report

ing process and is closely integrated into the internal control

system The accounting-related internal control system con
trol system implemented by us is based on Internal Control

Integrated Framework an internationally recognized frame

work also developed by the COSO The two systems are com

plementary as identified risks for example may reveal gaps

in the control system that could be closed by implementing

new controls and closely monitoring them Conversely moni

toring the control system could show that certain risks are not

being controlled as effectively as was originally assumed

We have standardized our procedures for monitoring the effec

tiveness of the control system on group level complying with

the requirements of the U.S Sarbanes-OxleyAct Under these

procedures necessary controls are defined documented in

accordance with uniform standards and tested regularly

Our management is responsible for establishing and main

taining adequate internal control over financial reporting At

the end of each fiscal year our management performs an

evaluation of the effectiveness of its control system both in

design and operating effectiveness Our management has

concluded that the Companys internal control over financial

reporting was effective as of September 30 2011 Neverthe

less there are inherent limitations in the effectiveness of any

control system and no system including one determined to

be effective may prevent or detect all misstatements

Our Consolidated Financial Statements are prepared on the ba

sis of conceptual framework which primarily consists of com

pany-wide uniform Financial Reporting Guidelines and chart

of accounts both issued by the Corporate Finance department

and to be applied consistently throughout Siemens New laws

accounting standards and other official announcements are

analyzed on an ongoing basis with regard to their relevance

and impact on the Consolidated Financial Statements and Man

agements discussion and analysis Where necessary our Fi

nancial Reporting Guidelines and the chart of accounts are ad

justed accordingly In quarterly closing letters accounting de

partments of Siemens AG and its subsidiaries are informed

about current topics from an accounting and closing process

perspective and any deadlines that must be met for the respec

tive closing processes The conceptual framework the commu

nicated deadlines and monitoring of compliance therewith

aim to mitigate the risk of Siemens not being able to prepare or

publish its Consolidated Financial Statements properly and in

accordance with applicable deadlines

The base data used in preparing the Consolidated Financial

Statements consists of the closing data reported by the opera

tions of Siemens AG and its subsidiaries which are derived

from the various accounting records Our internal Global

Shared Services organization provides services to the individ

ual subsidiaries In the field of accounting this organization

provides among other things services related to period-end

closing general ledger recording accounts receivable ac

counts payable fixed assets and payroll matters Most of the

subsidiaries make use of these services as this generally has

been made mandatory by Siemens in the course of fiscal year

2011 Furthermore in fiscal year 2011 we also bundled other

accounting activities such as governance and monitoring re

lated activities on the country and regional Cluster level In

addition for some areas requiring specialized know-how such

as valuations relating to post-employment benefits support

from external service providers is obtained and used

The reported closing data is used to prepare the Consolidated

Financial Statements in the consolidation system including

the preparation of subgroup financial statements at Division

Sector and SFS level Employees with the appropriate level of

responsibility in the consolidation departments at each level

and at the group level carry out the consolidation activities

and monitor compliance with the accounting procedural and

deadline requirements

The steps necessary to prepare the Consolidated Financial

Statements are subject to both manual and automated con

trols at all levels In connection with these controls the data

reported is automatically validated to support its coherence

and consistency from an accounting perspective The cause of

any validation or warning messages must be rectified by the

unit delivering the data before the data is finally released
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The specialist skills required of employees involved in the ac

counting process are assessed when the employees are ini

tially selected thereafter the employees receive regular train

ing As fundamental principle at the different levels items

must be verified by at least one other person four eyes prin

ciple and specific procedures must be adhered to for the au

thorization of the data Additional control mechanisms in

clude target-performance comparisons and analyses of the

composition of and changes in individual line items both in

the closing data reported by units and in the Consolidated Fi

nancial Statements

Accounting-related IT systems provide for defined access

rules in order to ensure that accounting related data is pro

tected from unauthorized access use or modification Every

unit included in our Consolidated Financial Statements is sub

ject to the rules and regulations of the Corporate Information

Security Guide This is intended to ensure that IT system users

only have access to those systems and information that they

need to carry out their duties

On quarterly basis management of Sectors Divisions SFS

Cross-Sector Services regional Clusters and certain Corporate

Units supported by confirmations of management of entities

under their responsthility confirm the accuracy of the finan

cial data they have reported to Siemens corporate headquar

ters si-id the effectiveness of the related control systems

In addition we have set up Disclosure Committee compris

ing selected heads of Corporate Units which is responsible

for reviewing certain financial and non-financial information

prior to publication

The Supervisory Board through the Audit Committee is also

integrated into our control system In particular the Audit

Committee oversees the accounting process the effective

ness of the control system the risk management system and

the internal audit system and the independent audit of finan

cial statements In addition it conducts an audit of the docu

ments related to the annual financial statements of Siemens

AG and the Consolidated Financial Statements and discusses

the annual financial statements of Siemens AG the Consoli

dated Financial Statements and Managements discussion

and analysis of these statements with the Managing Board

and the independent auditors

The activities of our internal corporate audit function form

further element in the control system Throughout Siemens

and on continuous basis the Siemens internal corporate

audit function carries out audits with respect to the compli

ance with guidelines and the reliability and functional opera

tion of our control system as well as the adequacy and effec

tiveness of our risk management system

In addition and in accordance with the requirements of the

Sarbanes-Oxley Act we have rules for accounting-related

complaints and Code of Ethics for Financial Matters to be

certified by the Chief Executive Officer the Chief Financial Of

ficer and the Head of our Financial Reporting and Controlling

department as well as other senior financial personnel con

cerned with the financial closing process

C.1O.1 Additional information related

to the separate financial statements

HGB of Siemens AG

Siemens AG as the parent company of the Siemens Group is

integrated into the company-wide accounting-related internal

control system described above Generally the information

set out above also applies for Siemens AGs separate financial

statements prepared in accordance with the German Com

mercial Code HGB

The Consolidated Financial Statements are prepared in accor

dance with IFRS Where required i.e for purposes of prepar

ing statements for local regulatory or tax purposes data is ad

opted in accordance with relevant national regulations by

means of reconciliation at account level Accordingly accu

rately determined IFRS closing data also forms an important

basis for the separate financial statements of Siemens AG In

the case of Siemens AG and other group companies required

to prepare financial statements in accordance with HGB the

conceptual framework described above is complemented by

our mandatory HGB closing guidelines and an HGB chart of

accounts

The manual and system-based control mechanisms referred

to above generally also apply when reconciling the IFRS clos

ing data to the separate HGB financial statements The infor

mation relating to the systematic monitoring of the design

and operating effectiveness of the accounting-related internal

control system applies only to the Consolidated Financial

Statements in accordance with IFRS
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C.11 Compensation report and Corporate Governance

statement pursuant to Section 289a of the German
Commercial Code HGB

The Compensation report outlines the principles underlying

the determination of the total compensation of the members

of the Managing Board of Siemens AG and sets out the struc

ture and level of the remuneration of the Managing Board

members It also describes the policies governing and levels of

compensation paid to Supervisory Board members The Com

pensation report is based on the recommendations and sug

gestions of the German Corporate Governance Code and is in

compliance with the applicable legal requirements of Sections

314 no 6a and 315 no of the German Commercial

Code As an integral part of the Notes to Consolidated Finan

cial Statements the Compensation report is part of the audit

ed Consolidated Financial Statements The Compensation re

port is presented within the section Corporate Gover

nance included in this Annual Report for the fiscal year 2011

The Corporate Governance statement pursuant to Section

289a of the German Commercial Code is an integral part of the

Combined managements discussion and analysis It is pre

sented within the section Corporate Governance included

in this Annual Report for the fiscal year 2011

142



C.12 Additional information

for supplemental financial measures

Beginning with fiscal 2011 One Siemens is our framework for As part of One Siemens we monitor our capital efficiency us-

capital efficient growth and sustainable value creation For fur- ing the indicator return on capital employed ROCE adjusted

ther information see C.l.3 Financial performance measures The following tables report this financial indicator as defined

under One Siemens

C.12.1 Return on capital employed ROCE adjusted

Return on capital employed ROCE adjusted

September 30

in millions of 2011 2010

Capital employed

Total equity 32156 29096

Plus Long-term debt 1480 17497

Plus_Short-terni_debt and_current_maturities of_long-term_debt
3660 2416

Less Cash and cash equivalents 12468 14108

Plus Pension plans and similar commitments 7307 8464

Less Financial Services SFS Debt 12075 10028

Less Fair value hedge accounting adjustments 1470 1518

Capital_employed_continuing_and_discontinued_operations 31391 31819

Less Assets classified as held for disposal presented as discontinued operations 4667

Plus Liabilities classified as held for disposal presented as discontinued operations 1756

Capital employed continuing operations 28479 31819

Average capital employed continuing operations2 30258 33513

Year ended September 30

in millions of 2011 2010

Income from continuing operations before interest after tax

Net income 6321 4068

Plus/Less Other interest expense/income net 376 317

Less/Plus SF5 Other interest expense/income3 371 339

Plus tnterest cost on Pension plans and similar commitmentsu 356 315

Less Taxes on interest adjustments5 85 98

Income before interest after tax 6587 4308

Less/Plus Income/loss from discontinued operations net of income taxes 690 194

Income from continuing operations before interest after tax 7277 4502

Calculation of tax rate

Income from continuing operations before income taxes 9242 5974

II Income taxes 2231 1712

1111 Tax rate 24% 29%

Return on capital_employed ROCE_adjusted_continuing_operations

Income from continuing operations before interest after tax 7277 4502

II Average capital employed continuing operations2 30258 33513

1111 ROCE adjusted continuing operations 24.0% 13.4%

Debt is generally reported with value representing appronintately the amount to be repaid However for debt designated isa hedging relationship fair value hedges this amount

is adjusted by changes in mattes value mainly clue to changes in interest rates Accordingly we deduct these changes in market value in order to end up with an amount of debt that

approximatelywill be repaid which we beliese isa more meaningful figure for the calculation presented above For further information on fair value hedges seep t6 rolrs

Irorrrfldotd Finvrciol SLoUroerts

Aueragn capitol employed for fiscal year is determined as tve-poivt average in capital employed of the respective quarters starting with the capital employed as of September 50

of tire presious fiscal year
SFS Other interest incuntelespense is included in Other interest incomeiexpeuse net Adding back SF5 Other interest incameleupense in the numerator corresponds to the

adjustment for SFS Debt in the denominator

For fiscal 2Otl and 20t0 interest cost or Pension plans and similar commitments is calculated using the weighted average discount rate of ovr principal pension benefit plans at

period-end for the fiscal year ended September 30 2010 4.2t and tot the fitcal year ended September 30 2009 5.3% both as reported in flotet to consolidated Financial

Statements applied to Pension plans and similar coasmitrrrents as reported in tlse cossnlidated Statements of Financial Position as of September 30 2010 and2009 respectively

Effective tas rate for the determination of laues ott interest adjustments is calculated by dividing Income tanes through Incoitle from continuing operations before mconre raves

both as reported irs the consolidated Statements of Income

Due to rounding ntsmbess presented may trot add up pteciselp to she totals prosided and percentages say not precisely reflect the ahssiltsle ligures
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C.12.2 Definitions of other

financial performances measures

We also use other financial performance measures in addition

to the measures described above such as new orders and or

der backlog for the assessment of our future revenue poten

tial We define and calculate new orders and order backlog as

follows

There is no standard system for compiling and calculating

new orders and order backlog information that applies across

companies Accordingly its new orders and order backlog

may not be comparable with new orders and order backlog re

ported by other companies Siemens subjects its new orders

and its order backlog to internal documentation and review

requirements Siemens may change its policies for recogniz

ing new orders and order backlog in the future without previ

ous notice

Under its policy for the recognition of new orders Siemens

generally recognizes new order when we enter into con

tract that we consider legally effective and compulsory based

on number of different criteria In general if contract is

considered legally effective and compulsory Siemens recog

nizes the total contract value The contract value is the agreed

price or fee for that portion of the contract for which the de

livery of goods and/or the provision of services has been irre

vocably agreed Future revenues from service maintenance

and outsourcing contracts are recognized as new orders in

the amount of the total contract value only if there is ade

quate assurance that the contract will remain in effect for its

entire duration e.g due to high exit barriers for the custom

er New orders are generally recognized immediately when

the relevant contract becomes legally effective and compulso

ry The only exceptions are orders with short overall contract

terms In this case separate reporting of new orders would

provide no significant additional information regarding our

performance For orders of this type the recognition of new

orders thus occurs when the underlying revenue is recog

nized

Order backlog represents an indicator or the future revenues

of our Company resulting from already recognized new or

ders Order backlog is calculated by adding the new orders of

the current fiscal year to the balance of the order backlog

from the prior fiscal year and by subtracting the revenue rec

ognized in the current fiscal year If an order from the current

fiscal year is cancelled or its amount is modified Siemens ad

justs its new order total for the current quarter accordingly

but does not retroactively adjust previously published new or

der totals However if an order from previous fiscal year is

cancelled generally new orders of the current quarter and

accordingly the current fiscal year are not adjusted instead

the existing order backlog is revised Aside from cancella

tions the order backlog is also subject to changes in the con

solidation group and to currency translation effects
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C.13 Siemens AG Discussion on basis of

German Commercial Code HGB

The management report of Siemens AG and the manage

ments discussion and analysis for fiscal 2011 have been com

bined pursuant to Section 315 in conjunction with Section

298 of the German Commercial Code The annual financial

statements of Siemens AG in accordance with the German

Commercial Code and the combined managements discus

sion and analysis are published simultaneously in the elec

tronic version of the German Federal Gazette

C.13.1 Business and

operating environment

Siemens AG is the parent company of the Siemens Group with

registered offices in Berlin and Munich Siemens AG is glob

ally operating integrated technology company with core ac

tivities in the Sectors of Industry Energy and Healthcare Ad
ditional operating activities include Siemens Real Estate and

Corporate Treasury In Siemens Real Estate we have bundled

our entire real estate portfolio Siemens AG had approximately

101400 employees and reported revenue of 29469 billion in

fiscal 2011 In fiscal 2011 we derived 31% of our revenues in

Germany During fiscal 2011 Siemens initiated change in

the organizational structure of the Sectors which became ef

fective October 2011 Beginning with fiscal 2012 Siemens

formed fourth Sector Infrastructure Cities in order to ben
efit from the growth of urban centers and the demand for in

frastructure solutions

The Siemens Sectors are global entrepreneurs and have end-

to-end business responsibility worldwide Siemens AG holds

216 legal entities including non-controlling interests

Siemens AG and its results also comprise the corporate head

quarter functions of Siemens including the units responsible

for corporate development finance and controlling commu

nications government affairs human resources legal and

compliance technology information technology data protec

tion security office supply chain management and the sus

tainability office

The operating environment for Siemens AG is largely the

same as for the Siemens Group and is described in detail in

C.1.6 Economic environment

C.13.2 Orders and revenue

Revenue increased 4% year-over-year to 29.469 billion This

increase was due primarily to the recovering environment for

Siemens businesses particularly in the Industry Sector

Year ended September 30

in millions of 2011 2010

Industry 15168 13606

Energy 10031 9866

Healthcare 4179 3938

Siemens IT Solutions and Services 1208

Siemens Real Estate 980 889

Less internal revenue 889 1293

29469 28214

Customers in Germany accounted for 31% of revenue the

same proportion as in fiscal 2010 Exports accounted for 69%

irs both fiscal years The reporting region comprising Europe

excluding Germany C.I.S Africa and Middle East accounted

for 40% of total revenue in fiscal 2011 compared to 39% in fis

cal 2010 The Asia Australia region accounted for 20% of total

revenue in fiscal 2011 compared to 21% in fiscal 2010 The

Americas region accounted for 9% of total revenue in both fis

cal years

In fiscal 2011 new orders for Siemens AG amounted to 38.3

billion substantial increase of 39% from 27.5 billion in fis

cal 2010
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C.13.3 Results of operations

Condensed Statement of Income of Siemens AG

Year ended September 30

in rsullions of 2011 2010

Revenue 29469 28214

Cost of sales 21016 20910

Gross profit 8.453 7304

Research and development expenses 2.759 2351

Marketing selling and general

administrative expenses 3.643 3731
Other operating income expense net 698 70

Financial income net

thereof income from investments

1995 prior year 3596 1920 2992

Result from ordinary operations 3273 4284

Extraordinary result 229 1652
Income taxes 717 71
Net income 2785 2561

Profit carryforward 112 75

Allocation to other retained earnings 154 168

Unappropriated net income 2743 2468

Gross profit increased 16% to 8453 billion and gross profit

margin climbed from 26% to 29% This increase was driven

mainly by strong increase in the Industry Sector with partic

ularly strong increases at Industry Automation and Drive

Technologies due to high capacity utilization Gross profit

rose in Energy Sector compared to the prior fiscal year driven

by strong operating performance at Power Transmission

The overall increase was partly offset by effects of the Health-

care Sector driven by negative impacts related to the particle

therapy business

Research and development expenses RD increased sig

nificantly rising 17% to 2759 billion and increasing as per

centage from revenue from 8% to 9% For comparison the

Sectors managed RD spending more conservatively during

fiscal 2010 when revenue and profit development were more

strongly influenced by the economic downturn For additional

information see 1.4 Research and development

Other operating income declined 21% to 1202 billion This

decrease was due primarily to effects from fiscal 2010 and was

mainly the result of reduction of 234 million in the indirect

pension obligation to Siemens Pensionsfonds AG In addition

the prior year included gains from settlement agreements

with former Managing Board and Supervisory Board members

in conjunction with compliance matters including Siemens

directors and officers insurance of 84 million as well as 40
million related to the recovery of funds frozen by authorities

Operating income in the current year benefited from 46 mil

lion related to settlement of legal matters in connection

with portfolio activities and 45 million gains on the sale of

real estate

Other operating expenses increased 30% year-over-year to

1.900 billion mainly as result of current-year charges relat

ed to indirect pension obligations to Siemens Pensionsfonds

AG amounting to 367 million

Financial income net was 1920 billion down from 2992
billion The main factor in the change was lower income from

investments Other financial income was 575 million higher

compared to the prior year while net interest income came in

46 million lower

Income from investments decreased 45% year-over-year to

1995 billion due primarily to lower dividends from Siemens

Beteiligungsverwaltung GmbH Co OHG which was 450
million compared to 1385 billion in fiscal 2010 arid from

Siemens Ltd China which was million compared to 472

million in fiscal 2010 In the current period Siemens Beteili

gungen USA GmbH contributed 700 million to income from

investments within profit transfer agreement compared to

million in fiscal 2010

Net other financial income improved from loss of 747 mil

lion to loss of 172 million as result of higher income from

the realization of currency derivatives of 553 million posi

tive effect of 273 million related to lower provisions for deriv

atives and growth in dividend income from fund shares of

245 million These positive effects were partly offset by an

impairment of shares in investment funds of 411 million and

by write-down of subsidiary loan of 133 million

Extraordinary result swung from 1.652 billion year ago

to 229 million in fiscal 2011 The improvement was due to

gain of 1.500 billion from the disposal of Siemens share in

the joint venture Areva NP S.AS partly offset by payment

of 682 million to Areva S.A resulting from an adverse arbitra

tion ruling related to Siemens exit from the joint venture In

fiscal 2010 Siemens AG recognized provision for contingent

losses of 781 million expected to arise from the sale of the
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Siemens IT Solutions and Services business At the beginning

of fiscal 2011 Siemens IT Solutions and Services business was

transferred to separately established legal entity Siemens IT

Solutions and Services GmbH Also in fiscal 2011 Siemens AG

realized gain by selling investments to Siemens IT Solutions

and Services GmbH Siemens IT Solutions and Services GmbH

was sold to Atos S.A AtoS France on July 2011 Siemens

AG entered into several contractual commitments with AtoS

In fiscal 2011 the total effect resulting from these amounted to

589 million and was recognized in extraordinary expenses

In fiscal 2010 extraordinary result included the above men

tioned provision of 781 million and expenses of 336 million

relating to staff reduction measures in connection with strate

gic reorientation and establishing of Siemens IT Services and

Solutions as separate legal entity Extraordinary results in

the prior year also included effects totaling 535 million

from first-time adoption of the provisions of the German Ac

counting Law Modernization Act BilM0G

Income taxes increased in fiscal 2011 from 71 million to 717

million In contrast to the prior year current income taxes do

not include material tax refunds for prior years In addition an

adjustment to transfer price reserves were included in 2011

Within 252 million change in deferred tax expense the

main factors related to valuation differences in the provisions

for contingent losses and the derecognition of deferred tax

assets of OSRAM AG due to the cancellation of the profit and

loss transfer agreement as of October 2011

C.13.4 Net assets

and financial position

Compared to September 30 2010 the balance sheet total in

creased 12% to 66990 billion

Condensed Statement of Financial Position of Siemens AG

September 30

in millions of 2011 2010

Assets

Non-current assets

Intangible and tangible assets 2331 2.362

Financial assets 39637 36364

4l968 38726

Current assets

Receivables and other assets 18586 11282

Marketable securities 1350

Cash and cash equivalents 1484 6125

21420 17408

Prepald expenses 71 52

Deferred tax assets 3490 3734

Active difference

resulting from offsetting
35 30

Total assets 66990 59950

Liabilities and equity

Equity 20658 19848

Special reserve with an equity portion 790 803

Accruals and_provisions

Pension plans and similar commitments R88 9547

Other provisions 8036 7654

11924 17201

Liabilities

Liabilities to banks 116 38

Advanced payments received 1842 2354

Trade payables liabilities to

affiliated companies and other liabilities 25369 19438

21327 21830

Deferred Income 291 268

Total liabilities and equity 66990 59950

Financial assets increased 9% year-over-year to 39637 bil

lion This was primarily caused by the purchases of additional

shares amounting to 986 million in order to increase

Siemens stake in its publicly listed subsidiary Siemens Ltd

India from about 55% to 75% Other increases included 830
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million related to the purchase of Siemens Medical Solutions

Diagnostics Europe Limited Ireland from Group holding

698 million capital increase to OSRAM AG 154 million relat

ed to converting shareholder loan to NSN into preferred

shares and 290 million related to new capital provided to

NSN in exchange for preferred shares

Receivables and other assets increased 65% to 18.586 bil

lion due primarily to receivables from affiliated companies as

result of intra-group financing activities

Marketable securities increased from million to 1.350

billion This increase includes investments in commercial

papers of 1.349 billion

Cash and cash equivalents decreased 76% to 1484 billion

as result mainly of the dividend of 2.356 billion we paid to

shareholders for fiscal 2010 purchase of additional shares

from shareholders of Siemens Ltd India of 986 million in

vestments in commercial papers of 1349 billion see market

able securities and redemption of bond of 2.000 billion

These were partly offset by strong operating performances in

the Sectors and cash inflows in connection with the sale of

ArevaNPS.A.S

Equity increased from 19.848 billion to 20.658 billion This

increase was caused by the profit for the year of 2.78 billion

and the issuance of treasury stock in conjunction with our

share-based compensation program of 381 million which

was partly offset by dividends paid for fiscal 2010 amounting

to 2.356 billion The equity ratio at September 30 2011 was

30.8% 2010 33.1%

Provision for pension and other obligation increased from

9547 billion to 9.888 billion principally because of addi

tions relating to interest costs and past service costs

Other provisions increased from 7.654 billion to 8.036 bil

lion The year-over-year increase resulted primarily from addi

tions to tax provisions of 438 million and additional provi

sions for operating expenses of 454 million Furthermore in

fiscal 2011 Healthcare reevaluated the commercial feasibility

of its particle therapy venture and as result shifted the fo

cus of certain particle therapy projects primarily to research

This led to provisions of 375 million These factors were part

ly offset by the usage of the provision of 781 million men
tioned above for the contingent losses on the sale of Siemens

IT Solutions and Services

Trade payables liabilities to affiliated companies and oth

er liabilities increased 31% to 5.369 biffion due primarily to

liabilities to affiliated companies as result of intra-group fi

nancing activities

C.13.5 Dividend

Siemens AG as the parent company of the Siemens Group re

corded unappropriated net income under the accounting prin

ciples of the German Commercial Code of 2743 billion for fis

cal 2011 compared to 2468 billion for the previous year

At the Annual Shareholders Meeting scheduled for January

24 2012 the Supervisory Board and the Managing Board will

submit the proposal to allocate the unappropriated net in

come of Siemens AG for the fiscal year ended September 30

2011 to distribute dividend of 3.00 on each no-par value

share entitled to dividend for fiscal year 2011 and the remain

ing amount to be carried forward The prior-year dividend was

2.70 per share

C.13.6 Use of financial instruments

Siemens AG carries out central role within the Siemens

Group in the management of financial market risks As part of

the Companys risk management program variety of deriva

tive financial instruments is used to reduce risks resulting pri

marily from fluctuations in foreign currency exchange rates

interest rates and commodity prices

The Company manages its risks associated with fluctuations

in foreign currency denominated assets liabilities firm com
mitments and forecast transactions primarily through Com

pany-wide portfolio approach The derivative financial instru

ments used primarily are foreign currency exchange con

tracts combined interest /currency swaps and options

In the context of the group-wide management of interest rate

risk Siemens AG uses various interest rate hedging instru

ments such as interest rate swaps combined interest/currency

swaps interest rate options interest rate futures as well as caps

and floors The purpose of these instruments is predominantly

to hedge against the risk of interest rate changes affecting fi

nancial liabilities of the Group issued via foreign subsidiaries of

Siemens AG and to optimize net interest income/expense and

interest rate risk relative to benchmark respectively
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To lesser extent derivative financial instruments are also

used within Siemens AG to hedge commodity price risk aris

mg in connection with procurement transactions The instru

ments used for commodity hedging include forward contracts

i.e.cornmodity swaps and options

C.13.7 Research and development

Most of the research and development expenditure was con

centrated in the Sectors Industry Energy and Healthcare The

Industry Sector spent 1.321 billion with an RD ratio of 9%

compared to 1.129 billion and 8% respectively The Energy

Sector invested 673 million with an RD ratio of 7% com

pared to 464 million and 5% respectively The Healthcare

Sector invested 569 million with an RD ratio of 14% nearly

unchanged from 549 million and 14% respectively Corpo

rate Technology our central research department also ac

counted for RD expenses In fiscal 2011 we were involved in

numerous cooperative projects with universities research in

stitutes and partners in industry as well as in publicly funded

programs such as those of the European Union and the Ger

man Federal Ministry of Education and Research

For additional information see 1.4.1 Research and develop

ment

On an average basis we employed 11100 people in RD in fis

cal 2011 compared to 10500 in fiscal 2010

C.13.8 Employees

The number of employees as of the balance sheet date was

103624 compared to 104050 in fiscal 2010 The Sectors re

cruited approximately 6000 new employees while approxi

mately 8000 employees left in connection with the divest

ment of Siemens lT Solutions and Services

tndustry

55 53%

Energy
29 28%

Healthcare

10 9%

Other 98%

Siemens Real

Estate 2%

Our employees are an important factor for the success of our

Company We therefore aim to attract develop and retain the

best and brightest employees Our sustainable human re

sources policy focuses on diversity learning and continuing

education supporting high performance culture and occu

pational health and safety Fair-minded collaboration among

company management employees and employee representa

tives plays central role at Siemens AG

Year ended September 30

2011 2010

Employee fluctuation rate 3.8% 4.0%

Proportion of women

percentage of employees

in management positions 10.4% 10.0%

Expenses for continuing education

in millions of 86 90

Expenses per employee for continuing

education in 84.8 882

140 10 Information required pursuant to Section 289 143 12 Additional information for supplemental

and Section 318 no of the German commer- financial measures

cial Code HGB and explanatory report 145 13 Siemens AG Discussion on basis of
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from Siemens during the fiscal year to the average number of employees

Wiihout travel expenses

153 Consolidated Pinancial Statements

273 Additional information

Employees of Siemens AG as of September 302011

in thousands

For additional information see 1.5.3 Employees

149



C.13.9 Report on

post-balance sheet date events

In November 2011 NSN announced its strategy to focus its

business activities on mobile broadband and services and to

initiate restructuring measures aimed at reducing operating

expenses and production overheads These restructuring

measures include plans to reduce NSNs global workforce by

approximately 17000 This may affect the carrying amount of

our investment

C.13.1O Risks and opportunities

The business development of Siemens AG is fundamentally

subject to the same risks and opportunities as the Siemens

Group Siemens AG generally participates in the risks of its eq
ulty investments and subsidiaries in line with its percentage

of each holding For additional information see 8.3 Risks

andP 8.4 Opportunities

As the parent company of the Siemens Group Siemens AG is

integrated into the group-wide risk management system For

additional information see C.8.2 Risk management

The description of the internal control system for Siemens AG

required by Section 289 HGB is included in C.1O lnformu

tion required pursuant to Section 289 and Section 315

no of the German Commercial Code HGB and explanatory

report

C.13.11 Outlook

As the parent company of the Siemens Group we expect to

participate in the moderate organic revenue growth which the

Group anticipates in coming periods Our expectation is based

in part on our new orders in fiscal 2011 as reported above

which were approximately 9.0 billion higher than revenue

We expect that earnings development for Siemens AG in fiscal

2012 will be influenced significantly by profit impacts related

to repositioning activities in certain healthcare businesses

and also by expected ongoing pricing pressure and increasing

operating expenses across number of businesses Further

more earnings development in fiscal years 2012 and 2013 de

pends to significant degree on market conditions for the

Siemens Groups industrial automation business and parts of

its drive technologies business which are highly sensitive to

short-term changes in the economic environment Additional

ly in the next two years we expect that income from invest

ments will significantly influence the profit of Siemens AG

As part of One Siemens we established dividend policy of

proposing an annual dividend representing 30% to 50% of net

income of the Siemens Group as presented in D.6 Consoli

dated Financial Statements which for these purposes we ad

just to exclude selected exceptional non-cash effects In fiscal

2012 and fiscal 2013 we expect to generate sufficient net in

come at Siemens AG supplemented with retained earnings

if necessary to continue implementing this policy

For information regarding the expected development of the

global economy and the markets served by our Sectors and

regarding the assumptions underlying expected development

of the Siemens Group seep C.8 Report on expected develop

ments
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C.14 Notes and forward-looking statements

New orders and order backlog adjusted or organic growth rates of revenue and new orders book-to-bill ratio Total Sectors

profit return on equity after tax or ROE after tax return on capital employed adjusted or ROCE adjusted Free cash flow

or FCF cash conversion rate or CCR adjusted EBITDA adjusted EB1T adjusted EB1TDA margins earnings effects from purchase

price allocation or PPA effects net debt and adjusted industrial net debt are or may be non-GAAP financial measures These

supplemental financial measures should not be viewed in isolation as alternatives to measures of Siemens financial condition

results of operations or cash flows as presented in accordance with IFRS in its Consolidated Financial Statements Other compa

nies that report or describe similarly titled financial measures may calculate them differently Definitions of these supplemental

financial measures discussion of the most directly comparable IFRS financial measures information regarding the usefulness

of Siemens supplemental financial measures the limitations associated with these measures and reconciliations to the most

comparable IFRS financial measures are available on Siemens Investor Relations website at www.siemens.com/nonGAAIa For

additional information see supplemental financial measures and the related discussion in Siemens annual report on Form 20-F

for fiscal 2011 which can be found on our Investor Relations website or via the EDGAR system on the website of the United

States Securities and Exchange Commission

This document contains forward-looking statements and information that is statements related to future not past events

These statements may be identified by words such as expects looks forward to anticipates intends plans believes

seeks estimates will project or words of similar meaning Such statements are based on the current expectations and

certain assumptions of Siemens management and are therefore subject to certain risks and uncertainties variety of factors

many of which are beyond Siemens control affect Siemens operations performance business strategy and results and could

cause the actual results performance or achievements of Siemens to be materially different from any future results perfor

mance or achievements that may be expressed or implied by such forward-looking statements In particular Siemens is strong

ly affected by changes in general economic and business conditions as these directly impact its processes customers and sup

pliers This may negatively impact our revenue development and the realization of greater capacity utilization as result of

growth Yet due to their diversity not all of Siemens businesses are equally affected by changes in economic conditions con

siderable differences exist in the timing and magnitude of the effects of such changes This effect is amplified by the fact that

as global company Siemens is active in countries with economies that vary widely in terms of growth rate Uncertainties arise

from among other things the risk of customers delaying the conversion of recognized orders into revenue or cancelling recog

nized orders of prices declining as result of adverse market conditions by more than is currently anticipated by Siemens man

agement or of functional costs increasing in anticipation of growth that is not realized as expected Other factors that may

cause Siemens results to deviate from expectations include developments in the financial markets including fluctuations in

interest and exchange rates in particular in relation to the US$ British and the currencies of emerging markets such as China

India and Brazil in commodity and equity prices in debt prices credit spreads and in the value of financial assets generally

Any changes in interest rates or other assumptions used in calculating obligations for pension plans and similar commitments

may impact Siemens defined benefit obligations and the anticipated performance of pension plan assets resulting in unexpect

ed changes in the funded status of Siemens pension and other post-employment benefit plans Any increase in market vola

tility deterioration in the capital markets decline in the conditions for the credit business uncertainty related to the subprime

financial market and liquidity crises including the sovereign debt crisis in the Eurozone or fluctuations in the future financial

performance of the major industries served by Siemens may have unexpected effects on Siemens results Furthermore

Siemens faces risks and uncertainties in connection with disposing of business activities certain strategic reorientation mea

sures including reorganization measures relating to its segments the performance of its equity interests and strategic allianc

es the challenge of integrating major acquisitions implementing joint ventures and other significant portfolio measures
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the performance measurement criteria and composition of its Environmental Portfolio the introduction of competing products

or technologies by other companies or market entries by new competitors changing competitive dynamics particularly in

developing markets the risk that new products or services will not be accepted by customers targeted by Siemens changes

in business strategy the interruption of our supply chain including the inability of third parties to deliver parts components

arid services on time resulting for example from natural disasters the outcome of pending investigations legal proceedings

and actions resulting from the findings of or related to the subject matter of such investigations the potential impact of such

investigations and proceedings on Siemens business including its relationships with governments and other customers the

potential impact of such matters on Siemens financial statements and various other factors More detailed information about

certain of the risk factors affecting Siemens is contained throughout this report and in Siemens other filings with the SEC

which are available on the Siemens website www.siemens.com and on the SECs website www.sec.gov Should one or more
of these risks or uncertainties materialize or should underlying assumptions prove incorrect actual results may vary materially

from those described in the relevant forward-looking statement as expected anticipated intended planned believed sought

estimated or projected Siemens neither intends to nor assumes any obligation to update or revise these forward-looking state

ments in light of developments which differ from those anticipated
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D.2 Consolidated Statements of Comprehensive Income

For the fiscal years ended September 30 2011 and 2010

in millions of
Note 2011 20t0

Net income 6321 4068

Currency translation differences 129 1220

vaileItie-for-cale financial assets 11 59 19

Derivative financial instruments 31/32 IZI 149

Actuarial gains and losses on pension plans and similar commitments 24 65 2054

Other comprehensive income net of tax 1i6 964

Total comprehensive income 6205 3104

Attributable to

Non-controlling interests 169 212

Shareholders of Siemens AG 6036 2892

Includes income expensel resultin5 from investments accounted tot using the equity method of c8 million and C24 notion respectively

for the fiscal years ended September 30 2011 and 2010

the aconspanyinq Notes ate an integral part ol these Cono5daied Financial Statements

53 LroJcateo Fcacai Sta ens 273 Additional information

154 Consolidated Statements of Income 158 Consolidated Statements of changes in Equity

155 Consolidated statements of Comprehensive Income 160 Notes to Consolidated Financial Statements

156 13 Consolidated Statements of Financial Position 266 17 Supervisory Board and Managing Board

157 Consolidated Statements of Cash Flow

155



D.3 Consolidated Statements of Financial Position

As of September30 2011 and 2010

ii milsons of Note 0913012011 0913012010

Assets

Current assets

Cash and cash equivalents 12468 14108

Available-for-sale financial assets 11 477 246

Trade and other receivables 12 14847 15502

Other current financial assets 13 2899 2610

Inventories 14 15143 14950

Income tax receivables 798 790

Othercurrentassets 15 1264 1258

Assets classified as held for disposal 4917 715

Total current assets 52813 50179

Goodwill 16 15706 15763

Other intangible assets 17 4444 4969

Property plant and equipment 18 10477 11748

Investments accounted for
using

the
equity

method 19 4.966 4724

Other financial assets 20 11855 10765

Deferred tea assets 10 3206 3940

Other assets 776 739

Total assets 104243 102827

Liabilities and equity

Current to hOllies

Short-tm Ivbt and current maturities of
long-term

debt 23 3.660 2416

Trade payables 7677 7899

Other current financial liabilities 21 2247 1401

Current provisions 25 5168 5138

Inronie tax payables 2.032 1816

Other current liabilities 22 21020 21794

Liabilities associated with assets classified as held for disposal 1756 146

Total current liabilities 43560 40610

Long-term debt 23 14280 17497

Pension plans and similar commitments 24 7307 8464

Deferred tax liabilities 10 595 577

Provisions 25 3654 3332

Other financial liabilities 824 971

Other liabilities 26 1867 2280

Total liabilities 72087 73731

Equity 27

Common stock no par
value 2.743 2743

Additional paid-in capital 6011 5986

Retained
earnings 25881 22998

Other components of equity 68

Treasury shares at cost 3037 3373
Total equity attributable to shareholders of Siemens AG 31530 28346

Non-controlling interests 626 750

Total equity 32.156 29096

Total liabilities and equity 104243 102827

AO1onzet l1iieOs421 and t1i1513421 shaes espe..ovetv IsSued 914203421 and 914203421 shares respes UseI
39952074 aed 44366416 share respermuely

he oCcornpanvlScJ Notes 31030 5309116 7.951 of these Crelsohualed Fsnai aI Satements
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D.4 Consolidated Statements of Cash Flow

For the fiscal years
ended September 30 2011 and 2010

ho ttiiIlirns of Note 2011 rOtO

Cash flows from operating activities

Income from continuing operations
7011 4262

Adjustments to reconcile net income to cash provided

Amortization depreciation and impairments
2638 3743

Income taxes
2231 1712

Interest income expense net
491 286

Gains losses on sales and disposals of businesses intangibles and property plant and equipment net 209 261

Gains losses on sales of investments net2
1019 72

Gains losses on sales and impairments of current available-for-sale financial assets net
13

Income losses from investments2
21 54

Other non-cash income expenses
70 57

Change in current assets and liabilities

Increase decrease in inventories
1135 54

Increase decrease in trade and other receivables
609 53

Increase decrease in other current assets
428 155

Increase decrease in trade payables
668 15

Increase decrease in current provisions
56 551

Increase decrease in other current liabilities
748 997

Change in other assets and liabilities
350 206

Additions to assets held for rental in operating leases 582 622

Income taxes paid
1617 1877

Dividends received
267 529

Interest received
787 686

Net cash provided by used in operating activities continuing operations 8056 8997

Net cash provided by used in operating activities discontinued operations 289 352

Net cash provided by used in operating activities continuing and discontinued operations 7767 9349

Cash flows from investing activities

Additions to intangible assets and property plant and equipment 2171 1954

Acquisitions net of cash acquired
300 434

Purchases of investments2 889 398

Purchases of current available-for-sale financial assets
102 138

Increase decrease in receivables from financing activities 1770 192

Proceeds and payments from sales of investments intangibles and property plant
and equipment 2108 585

Proceeds and payments from disposals of businesses
177 172

Proceeds from sales of current available-for-sale financial assets
38 44

Net cash provided by used in investing activities continuing operations 2909 2315

Net cash provided by used in investing activities discontinued operations 532

Net cash provided by used in investing activities continuing and discontinued operations 4044 2847

Cash flows from financing activities

Proceeds from re-issuance of treasury stock and proceeds payments relating to other transactions with owners 764 147

Proceeds from issuance of long-term debt 23

Repayment of long-term debt including current maturities of long-term debt 2.046 45

Change irs short-term debt and other linancing activities 27 725

Interest paid
47 437

Dividends paid
27 2.35 1388

Dividends paid to non-controlling interest holders
191

Financing
discontinued operations3

14 187

Net cash provided by used in financing activities continuing operations 2826

Net cash provided by used in financing activities discontinued operations 1424 180

Net cash provided by used in financing activities continuing and discontinued operations 5443 2646

Effect of exchange rates on cash and cash equivalents
167

Net increase decrease in cash and cash equivalents
1715 4023

Cash and cash equivalents at beginning of period
14227 10204

Cash and cash equivalents at end of period
12512 14227

Less Cash and cash equivalents of assets classified as held for disposal and discontmnued
operatmons

at end of permod
44 119

Cash and cash equivalents at end of period Consolidated Statements of Financial Position 12468 14108

157
Atmorlizarion depreciation and impaitetents in is at 2015 inctuds Gins mmllimn related In the gcmdwmll rvpammment at Ifealttmare Dmagrscstms Dtvsmotr

Investrtments include equity instruments eithOr classified as rtorm-currevTaeailaltte-for-saIe tinancial assets accounted tot mnrs5 the equity method or classified as held or disposal

Purchaser of investments includes certaiv loatts to lvvestmermts accounted for usiny the equity method

Discontinued operations are financed principally thmnuqh Corporate Treasury The toni Fieartcivq discontinued operatolts includes these ivtemrosrponp hnartcing transactIons

The accompanying Notes areas integral part of these Consolidated Financial Statentents



D.5 Consolidated Statements of Changes in Equity

For the fiscal
years

ended September 30 2011 and 2010

Common Adslitkvtal RRtaind

stock paid-in earnings

capital

in rillioos of

Balance at October 2009 2743 5946 22646

Net income -- 3899

Other comprehensive income net of tax 2053
Dividends 1388
Share-based payment 60 19
Re-issuance of

treasury
stock 20

Other changes in equity 87
Balance at September 30 2010 2743 5986 22998

2743

2743

5986

28

6011

Retained earnings ioctades actuarial gains and losses on pension plans and timilsr commitments of 166 million and 12053 million respectively in the fiscal years ended

september 30 2011 and 2010

In fiscal years ended September 30 2011 and 2010 Other csmprehensive income net of tax includes non.conmrotling inrOrests of million and 11 million melafiog to Actuarial galus

and losses on pension plans and 5imilar Commitments 15 million and 44 million relamin to currency translation differences million and million relating to Available-for-sale

financial assets and 53 ssillisn cad million relating to Derisabse financial iostsuvsevts

Includes the acquisition of additional sahsidiar shares in Sienrens ttml. India

the acrsnlparryirvj Noses ire an integral part of Ihese ConsoIidatd l-irsancial Statemnt

Balance at October 2010

Net income

Dividends

Other comprehensive income let of tax

Share-based payment

Re-issuance of treasury stock

Tansactions with non-controlling interests3

Other chanqes in equity

Balance at September 30 2011

22.998

6145

2.356

17

835
12

25.881

158
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The sccouipanying Consolidated Financial Statements pies

ent the peratrons of Siemens AG wnh rcgistered offices in

Brilin and Mime tier marry and its subsidiirie the Conipa

ny or Sirniens Ihey have bren prparcd in accordance with

International Financial Br porting Standards IFRS as adopted

by the European Union as well as with the additional require

innts as set forth in Section flU of the German Comrner

nal ode HOff The financial st itt Inents are also in accor

dance with fF5.5 as issued by tF.e International Accounting

Standards Board LASS Certain pronounccmcnls hvc been

early adopted me

recently adopted accounting pronouncements

mnsolidated Financial Staleorenti and Managernentr discus

non arid analysis as of September 30 2011 and 2010 prepared

in accordance with Section flba of the FLGB are being filed

with and published in the German Electronic Federal Gazette

elektromuscher Bunrlesanzeiqer

Siemens piepares and reports its Consolidated Financial State

merits in euros Siemens is German based multinational

corporal on with business por folio of activities predomi

iantly the field of electronics and electrical engineering

for further uifoimamionste

Ihe Concolidated financial Statements were authorisecl for is

sue by the Managing Board on November 23 2011 The in
solidated Financial Statement ar generally prepared on the

historical cost basis cxccpt as st ted in

tirnri iy

nIl Ountli pOlCI

the accounting policies set out below have been applied con

sistently to all pertods presented in these Consolidated Finan

mal Statements

lie Consolidated Financial State

inents mcI ide the aci ounts of Siemens AG and its subsidiar

ins which are directly or indirectly controllc Control is gener

ally conveyed by ownership of tIe majority of votuig rights

Additionally the oinpany consolidates special purpose enti

es 555 when ba ed on thn evaluation of the ubsiance

the relationship with Siemens the Conipany oncludrn that it

controls the SF5 Ti determine when the ompany should

consolidate based on substance Sienim us considers th ch

cumnstances hetedi SIt 12 10 as additional mndinaton regain

iriq relationship iii which Siemens controls an 555 enirns

looks at rhesc SIC 10 ci cuntances as indicators md

ways privileges arc analysis of uidividual facts and cir urn

atances on case by case basis Associated companies ire re

corded in the Consolidated Fins icial Staterne its using the

inty method of accounting Comnparues in which Siemens has

joint couniol are also ecorded using the equity method

miii tons Business comb nations are ac

counted for under the acquisition method Siemens the ac

quirer and the acquiree may have relationship that xisted

before they contemplated the bininess combination referred

to as pre existing relationship If the busines combniaticin

in effect settles pie existing relationship Sieinenmr as tIn Sc

quirer recognizes gain or loss for thc pre existing relation

ship The cost of art acquisition is measured at the fan value

of ii assets given arid liabilities incurrd or assumed at the

date of exchange Any contingent conrideratmon to be tr ins

termed by Siemens as the acqu rer will he recognised at tart

value at the Icquisition date Subsequent changes to the fair

value of the continqent onsrdeialion that is 3eem to be nit

asset or liability will be rccn giused either in
profit in loss or as

change to other ompreheris ye income If the contingent

consideration is classified as equity it will no be rc measured

subsequent settlement is accour ted for within equity Acqur

sirion related costs me oxpensed in the period incurred tclen

tiliable assets acquired and liabilities assumed in busines

oinbirmation inc luc uig contingent liab htics are inn asorecl

initially at their fair aloes at the acquisition late rcspectmve

of rho extent of airy non controlling interest Umofn mm

countieq pelicm am applied born orntroihrmg mntre ts rny
lie measured at their fair value oIl goodwill nethodology ot

at thc proportional fair value of assets acquired amid lmabihtin

assumed After mi al recognition non controllrng iritene

may show deficit balance since both piofits nd losses ire

allocated to the shareholders based on their equity interests

In business combinatitins acfueved um stages any prevmou ly

held equity interest in the an qoiree is rerneasumed to its acqui

sitmon date fain value It thc ne is no Ion if onutrol tnan ac

tioris with nun controlliuq interests are accounted for equr

ty train in tiomis not affecting protit and lo At tInt inc oi

trolis lost arty retairicd edluity mniiererts mm re mneaured to

faii value
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of Financial Position and in the Consolidated Statements of In

come are translated usinq the spot exchange rate at the end

of the repor nng period Each non monetary item on the Con

solidated Statements of Financial Position which is carried at

cost or amortized cost and each transaction in the Consolidat

ad Statements of Income are restated by applying general

price mdcx from the date of acquisition or initial incurrence of

these items The cumulative elf cts of inflation are recog

nized in retained earnings at first time adoption or as gains

and losses in net income at subsequent periods

Under the condition that pmsuasive

vidence of an arrangement exists revenue is recognired to

the extent that it is probable that the eronomic benefits will

flow to the Company and the resenue can be reliably rnea

surod regardless of when the payment is being made In as

es where the nilow of economic benefits is riot probable due

to customer related credit risks the reventre recogniz is rub

ject to the amount of payments in wocably mc eived Revenue

is rneasuied at the tan value of the consideiation ri cowed or

weivable net of discounts and rebates and excluding taxes or

duty The Company assesses its revenue anangements

against specific criteria in order to determine if it is acting as

principal or agent lhc following specific recognition criteria

must also be met befoie revenue is recognized

Sale of goods

Revenue from the sale of goods is recognized when the signif

icant risks and rewards of ownership of the goods have

passed to the buyer usually on deliveiy of the goods

Sales from construction contracts

ronstructiori contract is coot act spei ifically negotiated

for the construction of an asset or combination of assets

that are closely interrelated or interdependent in terms of

their design technology and function or their ultimate pur

pose or use When the outcome of construction contract can

be estimated reliably revenues from construction typo proj

ects are gent rally recognized uncir the percentage of coni

pletion method based on the percentage of costs to date

compared to the total estimated contract costs contractual

milestones or performance An expected loss on tire construr

tion contract is recognized as an expense immediately When

the outcome construction contract cannot be estimated

reliably revenue is recognized only to the eicterit moiltrarl

costs incurred are probable of ben recoverable and coo

tract costs are recognized as an expense in the period in

winch they arc incurred

When contract covers number of assets the construction

of cacti asset is treated as separate construction contract

when separate proposals have been suhmiite fciI cach as

set each asset has bees subject to separ ate negotiauori

and the contractor arid the usfomei have been able to macp
or reject that part of the ontract relating to each asset and

the costs and revenues each asset can he identified

group of contracts whether with single customer or with

several customers are treated as single construction con

tract when tire greup of contracts is negotiated is sir gle

package the contracts are so closely interrelated thai thr

are in Affect irt of simjle pojact with an overall profit

margin and the ontracts are performed concurrently or

iii conlinuous sequence

fuirrig project execution variaticin orders by the cuctorner for

change in the scope of the work to be performs under tie

contract may be received leadmnrj to an uicrease or decrease

in contract revenue Exarriples of such variations ace hangcr

in the specifications or design of the asset and char gas in the

duration of the contract

Rendering of ervicee

Revenues from service transactions are recognired as service

are performed For long term service contracts ret enues are

recognized on sttarghthrre basis over the term of the con

tract or if the performance pattcrri is other than straight line

as the services are provided ic generally cinder the pens ru

age ofcompletion method

Sales mom multiple element arrangements

Sales of goods and services as ws 11 as software arrangement

sometimes involve the provision of multip elements In

these cases the Company determines whether the contrac or

armanifennent onnial mcr than ne unit nf ootnting An

arrangement is separated if the delivered elements ia

have value to the customer on stand alcrne basis thr

is reliable evidence of the famr value of ti unclehiver

elements arid if the arrangement includes general

right of return relative to the delivered elerruents delivery or

perfomniarice of tire undelivered elements is are consider sd

probable anti substantially iii the control of the Company If ill

three criteria are fulfilled he appropriate ieveiiuc recoqri

lion convention is thn applied to each separate unit of sc

counting Generally the total arrangement ccunsmcleration

allocated to the separate unitr of accounting based cnn tIn

relative fair values lhe hiem an of tarn value evrcl usc is

follows sales pro as for the component when it is mogul sily
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sold on stand-alone basis third-party prices for similar

components or under certain circumstances cost plus an

adequate business-specific profit margin related to the rele

vant element By this means reliable fair values are generally

available However there might he cases when fair value cvi

dence according to and is not available and the applica

tnon of the cost plus method dpes not creato reasonable ro

suits because the costs incurred are not an appropriate base

for the determination of the fair value of an element hi such

cases the iesidual method is used if fair value evidence is

available for the undelivered but not for one or more of the

delivered elements i.e the amount allocated to the eiivered

elements equals the total arrangement consideration less the

aggregate fair value of the undeilvered elements If the three

separation criteria Ii to are nol met revenue is deferred

until such criteria are met or until the period in which the last

undelivered element is delivered The amount allocable to the

delivered elements is limited to the amount that is not contin

gent upon delivery of additional elements or meeting other

specified performance obligations

Interest income

Interests are recognized using the effective interest method

Royalties

Royalties axe recognized on an accrual basis in accordance

with the substance of the relevant agreement

Income from lease arrangements

Operatinq lease income for equipment rentals is recognized

on straight line basis over the lease term An arrangement

that is not in the legal form of lease is accounted for as

lease if it is dependent on the use of specific asset or assets

and the arrangement conveys right to use the asset Recetv

abbe from finance leases in which Siemens as lessor trains

fers substantially all the risks and rewards inc dental to own

ership to the ustomer are recognized at an amount equal to

the net investment in the lease inance income is subse

quently recognized based on pattern reflecting constant

periodic rate of return on the net investment using the effec

tive interest method selling profit component on mnanutac

turing leases is recognized based on the policies for outright

sales Profit front sale rid leaseback transactions is recog

nized immediately if significant risks and rewards of owner

ship have passed to the buyer the leaseback results in an op

eratinq lease and the transaction is established at fair value

Dividends

Dividends are recognized when the right to receive payment

is established

ox tiou In general operating expenses by types

are assigned to the functions following the functional area

of the corresponding profit and cost centers Expenses relat

ing to cross-functional initiatives or projects are assigned to

the respective functional costs based on an appropriate

allocation principle For additional information on amortiza

tion see on depreciation see

arid on employee

benefit expense see

Government ants Government grants are recognized

when there is reasonable assurance that the conditions

attached to the grants ame complied with arid the grants will

be received Giants awarded for the purchase or the produc

tion of fixed assets grants related to assets are generally of

set against the acquisition or production costs of the respec

five assets and reduce future depreciations accordingly

Grants awarded for other than non current assetS grants re

lated to income are reported in the consolidated Statements

of Income under the same functional area as the correspond

ing expenses They are recognized as income over the periods

necessary to match them on systematic basis to the costs

that are intended to be compensated Government grants for

future expenses are recorded as deferred income

diut slatid ii 01 as

t- Provisions lox estimated costs related to product war

ranties are ret orded in line item Cost of goods sold arid servic

cc rendered at the time the related sale is recognized and are

established on an individual basis except for the standard

product business The estimotes inflect historic experience of

warranty costs as well as information regarding product fail

ure experienced during construction installation or testing of

products In the case of new products expert opinions and in

dustry data are also taken into consideration in estimating

product warranty provisions Expected losses from onerous

contracts are recognized in the dried when the curnent esti

mate of total contract costs exceeds contract revenue

Re cam ovel ia-n oat Costs of research activities

undertaken with the lrospect of gaining new scientific or tech

nical knowledge arid understanding are expensed as incurred
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huts or di velopmeut twit es whereby research hndnrjs

are appi ed to plan or design for the production of now or

sc bstautrally improved pioducte and processes are capital

ized if development costs car he measured reliably the

product or proc our is techii caily and commercially tea

sible tore economic hencfrts ire probable and

Siemens Intends and has suit cient resources to cuinlete

development and to use or sell the asset The costs apitalized

include the cost of materials direct labour arid other directly

attributable expenditure that serves to preparc the aced for

use Such capitalized costs are included in line item Other in

tangible amets as othr iniorrially generated intangihle

sets see Other develop

mont costs are experiaod as cur urred Capitalized develop

mont costs are stated at cost less accumulated amortization

and irripsruir cut losses with an amortization period of getter

ally three to five years

Doveinnierit grants for rcsearch and development activities

cc offset against research and development costs rfiey trc

rec ogcuzed is income ovei the penods in who the rescarcli

and development costs incur ti at are to be compensated

Goverrimeni grant for future research md development

costs are recorded as deferred income

sr Basic earrings per share is computed

by dividing income from continuing operations income from

discontinued operations arid riot income all attributable to or

dinary shareholders of Siemens AG by the weighted average

number of shares outstanding during the year Diluted earn

logs per straw are calculated by assuming conversion or cxci

cisc of all potentially dilutive securities and share based pay

nurnt plans

Goodwill is not anrortized but rnsirad testrd frrr

impairment annually as well as whenever there are events or

changes in circumstances triggering events which suggest

that the cariymng amount may no be recoverable Goodwill is

carried at cost less accuirurlatod impairment losses

Tire goodwill impairment test is performed at the level of

cash grr eratitig unit represented by Division or equivalent

which tire lowest level at which goodwill is monitored for

intcinal riarcagenienit purposes

toi tire purpose of iropannierit to tirrq goodwill acquired in

business combination is allocated to tire cash generating unit

that expel ted to herefit from thu synercjes of tin bosiners

coinbinatiots If the carrying amount of the cash generating

urut to which tire goodwill is allocated exceeds ts recover

able amount an impairment loss on goodwill allot ated to tlus

cash generating unit is reeogtused The recoverable amount

is the higher of the cash generating uirits lair valu less osts

to sell and its value use If eithex of chest arriounts excoed

tire camnyirsg amnouirt it is riot always necessary to determuio

both amounts Siemens deterrrones the roctwerahfe amount

of cash generating unit based on its tair vilue loss costs to

sell These values are generally determined based on dis

counted cash flow calculations Imparirnent losses on goof

will are not reversed or ut ire pe rods if tire recoverable

amount exceeds the carrying airiount of the caslrgenerating

unit to which the goodwill allocated see

for further infortnation

till of Othar intangible assets coirsist of

software mnd other rriterr
ally generated intangible assets

paterrts licenses and sirriiltm iights Ihe ompany errrortrzes

intangible assets with finite usc ful lives on straight true ha

xis over their respective ostimoti usrful lives to their eti

mated residual values Istirnared useful lives to softwarn

patents licenses and other similar rights gerirtally range irons

three to five years except for intangible issets with frmtc usc

nit lives acquired in business cc nihiniatioris ntanctible ass As

acquired in birsoiess combinations prirriarily
consist of cus

tumor relationships and technology Weighted ave age useful

lives in specific acquisitions ranged from nine to iwcr ty two

years for customer relationships and from seven to twr lye

years for technology Intangible assets wlnclr are detorm ned

to have indefinite useful lives well as intangible assets no

yet available or use ire not amortized hot istrad tested oi

impairment at least rnmrual

tv un Properly pOnt irrd eq inir

ment is valued at vi less accumulated depmeciatiorr and im

pairnient lossrs This also applies to property clasarfied as

vestment property lnvcstment property consists of propt ny

held either to earn ciii ala or tot cat mat appreciation or both

arid not used in production or for aclrnoristiatmve purposcc

The fair value disclosed fos investment property ns primarily

based on drscoumrted cash flow approach excopt for certain

cases whnh are based on appra sal values

lithe costs of certain conmiponments of an itemmi of property

plant and equipinic nit are sigmoficani ur relation to thc totil

cost of the item they nre accoumed fun umid oeprcn lain sep

ately Deprecration expr use in recognmzc nrmg the sinaiqtst
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line method Residual values and useful lives are reviewed an

nually and if expectations differ from previous estimates ad

justed accordingly Costs of construction of qualifying assets

ic assets that require substantial period of tIme to be ready

for its intendrd use include capitalixed interest which is am

ortized over the estimated useful life of the related asset the

following useful lives are assumed

rrg rn oprrty plar nf othn

The Company reviews property plant arid

equipment and other intangible assets for impairment when

ever events or changes in circumstances indicate that the car

ryrnq amount of an asset may not be recoverable In addition

intangible assets with indefinite useful lives as well as intan

gible assets riot yet available for use are subject to an annual

impairment test Recoverability of assets is measured by the

comparison of the carrying amount of the asset to the recov

erable amount which is he higher of the assets value in use

and its fair value less costs to sell If assets do not generate

cash inflows that are largely independent of those front other

assets or groups of assets the impairment test is not per

formed at an individual asset level ristead it is performed at

the level of the cashgenerating unit the asset belongs to If

such assets are considered to be imoaired the impairment to

be recoqnioed is mtasuaed by the omnoont by which the carry

ing amount of the assets or cash qenerating unit exceeds

their recoverable amount If the fair value cannot be deter

mined the assets value in use is applied as their recovi rable

amount The issets value in use is measured by discounting

their estimated future cash flows If there is an rdication that

the reasons which caused the impairment no longer exist

Siemens assesses the need to reverse all or portion of the

impairment

The Companys property plant and equipment and other in

tangible assets to be disposed of are recorded at the lower of

carrying amount or fair value less costs to sell and cleprecia

tion is ceased
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di ipo al Discontinued operations are reported when com

ponent of an entity comprising operations and Cc sh flows

that can he clearly distinguished operationally and for finan

cral reporting purposes front the rest of the entity is classified

as held for disposal or has been disposed of if tire component

either represents separate major line of business or geo

graphical area of operations and is part of single co ordi

nated plan to dispose of separate major line of business or

qeographical area of operations or is subsidiary acquired

exclusively with view to resale In the Consoildated State

ments of Income income loss from discontinued operations

is reported separately from income and expenses from con

tinning operations prior periods are presented on compare

ble basis In tire Consolidated Statements of Cash Flow the

cash flows from discontinued operations are presented sepa

rately from cash flows of continuing operations prior periods

are presented on comparable basis The disclosures in the

Notes to the Consolidated financial Statements outside

that refer to the Consolidated Statements of Income and

the Consolidated Statements of Cash Flow generally relate tu

continuing operations Siemens reports discontinued opera

tions separately in

In order to present the financ al effects

cit discontinued operation revenues and expenses arising

from irrrtragroup transactions are eliminated except for those

revenues and expenses that are considered to continue after

the disposal of tire discontinued operation In any case no

profit or loss is recognized for intragroup transactions

Siemens classifies non current asset or disposal group as

held for disposal its carrying amount will be recovered grin

cipally through sale transaction rather than through con

tinning use Pct this to bc the cam tire asset or disposal

group must be available for immediate sale in its present con

ditioni subject only to terms that are usual and customary for

sales of such assets or disposal groups arid its sale must be

highly probable The disclosures in Notes to Consolidated Fi

nancial Statements outside

that refer to the Consolidated

Statements of Financial Position generally relate to assets that

are riot held for disposal Siemens reports non current assets

or disposal groups held for disposal separately in

Non

current assets classified as held for disposal and disposal

groups are measured at the lower of their carryl rig
amount

and fair vilue less costs to sell unless these items presented
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in the dispos il group are not part of the measurement scope

as defined in ltllS Non current Ariets held for Sale arid Oh

continued Operations

The Company applies lAS 12 Income taxes

Current taxes are calculated based on the profit loss of the

fiscal year and in accordance with local tax rules of the tax

jurri
diction respectively Cxpected and executed additional

lax payments respectively tax refunds for prior years are also

taken into account Under the liability method deferred tax

assets and liabilities are recognized for future tax conse

qaences attrreutahle to differncs between ih financial

statement carrying anlotrnts of existing assets and liabilities

and their respective tax bases The effect on deferred tax as

sets and liabilities of change in tax rates is recognized in the

income st itement unless related to items directly recogiuzed

in equity in the period the new laws are enacted or substan

lively enacted Defocred tax assets aie recognized to the cx

tint that it is probable that future taxable income will be

eva lable against which the deductible temporary differences

unused tax losses and unused tax credits can be utilized

Inventories are valued at the lower of acquisi

tion or production costs and net realizable value costs being

generally determined on the basis of an average or first in

first out method Production costs comprise direct material

arid labor arid applicable manufacturing overheads including

depreciation charges Net realizable value is the estimated

selling price in the ordinary coursi of business less the esti

ated costs of completion and
scllirig expenses

liii ii rue Siemens measures the entrllements

of the delrned benefit plans by applying the projccted cud

credit rrrethod the approach reflects an actuarially calculated

ret pro cut rluu at tiur future buirefrt ii irtienirnt fur rr

vices already rendered In determining the riot present value

of the futuie benefit entitlement for service already rendered

Defined Benefit Obligation 0130 Siemens considers future

compensation arid beneht ncreases because the employees

final benefit entitlement at regular etirement age depends or

future compensation or benefit in creases For post employ

cc erit healthcare benefits Siemens considers health caie

trends icr the actuarial valuations

For unfunded plans Siemens reccigiuies pension liability

equal to the 0130 adjusted by unrnerognrzed past service cost

For funded plans Siemens otistts the fair value of the plan

esens with tire benefit obligation Siemens recognizes thc

net amount alter adjtistmn iris icr of ft cis relating to uniecog

nized past service cost and any asset ceiling iii line itent Pen

sion plans and similar commitments or in line item Other cc

rent assets

Actuarial gains arid losses resulting fun exaniple from an art

juslinent of the discount rate or from differ ore bioween ac

tual arid expected netumn on plan assets are recognized by

Sierriens in the .onsolidated Statements of monrpiehensive

Income in the year ui which they occur Those effects aie cc

corded in full directly in equity net ol tax

provis on is mrrog used in tire Statir out

nancral Position when the Company has present legal or

constructive obligation as result of past cv nt it is proba

ble that an outflow of economic benefits will be required to

settle the obligation and reliable estimate can at made of

the amount of tie obhgatioir lithe fleet naterial provi

sions are rec.ogni ed at present value by discounting tire

peeled future cdsh fir wa at pretax rate that it flcuU current

market assessments of the time value of money When comm

tract becomes onerous the present obligation under the con

tract is cc cognized as provrsior and measured at the low

of the expected cost of
fulfilling

tire contract and ti expect

od cost of terminating the contrrct as far as they exceed thi

expected economic benefits of the contract Additions to pro

visions and teversals are germinal recognized in the Consoli

dated Statements of Inconre The present value of legrl oblr

gations associated with the retirrrrront of piopcrty plant arid

equipment asset xetinenmrent obligations that result fnomrr the

ac quisition ccuristruc ion development or normal use of an

asset is added to the cairyinc amount of the retatect issot lire

additional carrying amount is deureciated oven the useful life

of the nclated asset Additions to and reductions from the

present value of assot retireinont obligatncms that result fronrr

changes in estimates are generally rio oqnmzed by actjusimmrg

the carrying amount of the related isset and prows on It the

asset retirement obligation is set led fox other than the carry

ing amount cut the liability the Conrpaciy reccxlnizes gain or

loss on settlernorrt

xrrtnatror fi ft Ter nrnation benefits are rrroqnuiac

in the period inrcunred anti when the amount is reasonably

tunable Tormination benefits in record mci with lAS 19 bin

ployee Benefits are recogniced ms liability
arid air expctrsr

when the entity has demonstrably committed itself through

fomunral iermrnratronr plan or otherwise rieated valid expec

tation to either provr Ic ternnrinirtron benofrts as result of ii

oiler niade in order to ncou age volutri cry redundancy or ten

nunate employment before fbi umal retirement dine
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Fr in ual tntwrne its financial instrumant is any con

tract that gives use to fins cial asset of one entity and fi

nancial liability or squity instrument of another entity Finan

cial assets of the Company mainly include cash and cash

equivalents availablefor sale financial assets trade receiv

ahi loans receivable finance lease receivables md deruva

tive financial instruments with positive fair value ash and

cash equivalents are not included within the category avail

able fosale financial assets as these financial instruments

are not subject to fluctuations in value Siemens does not

make use of the category held to maturity Financial liabilities

of the Company mainly comprise notes and bonds loans from

banks trade payables finance lease payables and derivative

financial instruments with negative fair value Siemens

does not make use of the option to designate financial assets

or financial liabilities at fair value through profit or loss at in

ception Fair Value Option Based on their nature financial in

struments are lassified as financial assets and financial habib

ties measuied at cost oi amortized cost and financial assets

and financial liabilities ieasured at fair value and as receiv

ables from finance leases For additional information see

Financial instruments are recognised on the Consolidated

Statements of Financial Position when Siemens becomes

party to the contractual obligations of the instrument Regu

far way purchases or sales of financial asaets i.e purchases or

sales under contract whose terms require delivery of the as

set within the time frame established generally by regulation

or convention in thc marketplace concerned are accounted

for at the trade date

Jiiitially
tinanciar instruments are recognized at their fair val

ue Transaction costs directly attributable to the acquisition or

issue of financial instruments are only recognized in deter

mining the carrying amount if the financial instruments are

not measured at fair value through profit or loss Finance

lease receivables are recognized at an amount equal to the

net investment in the nec Subsequently financial assets

and liabilities are measured according to the category cash

and cash equivalents avatlablefor sale financisl assets loans

and reroivablcs financial liabilities measured at amortized

cost or financial assets and liabilities classified as held for

trading to which they are assigned

Cash and nish gun ml nts The Company considers all

highly liquid investments with less than three months Inatu

rity from the date of acquisition to be cash equivalents Cash

and cash equivalents are measured at cost

Available for sals financial assets Investments in equity

instruments debt instruments and lund shares are all classi

fled as availableforsale financial assets and are measured at

fair value if reliably measurable Untealized gains and losses

net of applicable deferred income taxes are recognized in line

item Other comprehensive income net of tax Provided that

fair value cannot be renably determined Siemens measures

available fonsale financial instruments at cost This applies to

equity instruments that do not have quoted market price in

an active market and decisive parameters cannot be reliably

estimated to be used in valuation models for the determina

tion of fair value

When availableforsale financial assets incur decline in faic

value below acquisition cost and there is objective evidence

that the asset is impaiteed the cumulative loss that has been

and recognized in equity is removed from equity and recognized

in the Consolidated Statements of Income The Company con

siders all available evidence such as market conditions and

prices investee specific factors and the duration as well as

the extent to which fair value is less than acquisition cost in

evaluating potential impairment of its availablefoe sale finan

cial assets The Company considers decline in lair value as

objective evidence of impairment if the decline exceeds 20%

of costs or continues for more than six months An impair

merit loss for debt instruments is reversed in subsequent peru

ods if the reasons for the impairment no longer exist

Jr it rv iinanccal assets classified as loans

and receivables are measured at amortized ccci usiny the ef

fective interest method less any impairment losses Impair

merit losses on trade arid other ieceivahles are recognized us

ing separate allowanice accounts For additional information

regarding the determination of valuation allowances see

Loans and receivables

bearing no or lower interest rates compared to nuarket rates

with maturity of more than one year are discounted

ft in ii Jr Siemens nieasures financial liabilities

except for derivative financial instruments at amortized cost

usine the effective interest method
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erivativ financial mstrw crate texivative financial in

struments such as foreign currency exchange contracts and

interest rate swap contracts are measured at fair value Done

ative financial instrunwnts are classified as held for trading

ii hess thcy ii designated as hedging instruments for which

hcdge accounting is applied Changes in the fair value of do

nivative financial instruments are ecognized periodically ci

the in net income on in the case of cash flow hedge in line

item Other comprehensive income net of tax applicable de

lerred income taxes Certain derivative instruments embed

dod in host contracts are also accounted for separately as do

fivatives

lair value hedges the cantyirig amount of the hedged item

is adjusted by the gain or loss attributable to the hedged risk

Where an unrecognied him commitment is designated as

hedged item the subsequent cumulative change in its fain

value is roc gnizrd is separate financial asset or liability

with corresponding gain or loss nec ognizod in net income

for hedged items cairied at amoitixed cost the adjustment

amortized until maturity of the hedged item For hedged finn

comrmtments the initial carrying amount of the assets or ha

bilities that result frorri meeting the firm commitments arc

adjusted to include the conaulativr changes in the fair value

thai were evioosly reeoqnired ar separate finani oil assets

or liabilities

as flow hedges the effective portion of changes in the

lair value of derivative instruments designated as cash flow

hodges are ntognrxed in line item Other compnehenstve in

nine riot of tax applicable delerr income taxcs arid any

ineffective portion is recognized ironiediately in net income

nounts accumulated in equity are reclassified into net in

orrro ni the sarn poriod in winch the hwigod ireni affects

net income for additional information see

11 RS Share-hased payment distut

quishes between cash settled and equity settled share based

pay iient transactions For both types tire fair value is mea

strrod at grant date and compenralion expense is recognized

iver the vesting period dunng whir lithe employees bricomo

uneonditiottally entitled to the awards granted Cash settled

awards are me measured at fair value at the oral of each report

ing riod arid upon ettlenaent Siemens uses art option pro

tog model to determine tile lair hue of alec options lhe

lab value of othcr slime based awards such as lock awards

matching hares arid shaios granted under the Jubilee Share

Program is rietetnunc as the market price of Siemrns shares

considering dtvidends during the vesting period the qrantees

ate not entitled to and inaiket condrirons and non vesting

conditions if applicable See

for further information on share based awards

Pr The presentation of cert un prior

year information ha been teclassil ted to conform to the cur

rent year preentation Specifically gains from the sale of in

vestments accounted for using the equity method went re

rlarsified to line item Irirotnre loss from Lrivestments ac

couutcd for using the equit1r mel had amounthg 4/ riot

lion in fiscal 2010 the fiscal 2010 amounts of in ide receivables

and trade payables Item the sale of goods atid services with

maturity dates of tatore than twelve months were reclassified

from non current Other financial assets atriounting to hiTt

million and mona non current Other nanctal habib tes

amouratrnq to 419 no lion respectively to current line iteni

Trade and other ncceivabler and Trade Payables due to its

business operations reference Siemens adjusted prior period

information on related party transactions to confornt to the

current year presentation In May 2008 the lASS issiterl

standard Ion improvements to International ii tancial Report

itg Staridands In the Consolidated Statements of Cmli flow

according to an amendment of lAS Statement of isfi

Flows cash flows to manufacture or acquire assets held for

rental arid subsequent sale ut the course of the ondintary art r.v

ities are ptesented as rash fIr we front operating activities Pne

viously cash outflows in the coral ext of operat rig leases have

been presented as cash flow from investing acttvitics

RECENTLY ADOPTSD AC COUNHNG
PRONOUNCEMENTS

in January 008 the lASS rub shed the rcrissJ

IFtIS Business Conabintatiorrs 11 145 12008 nd lAS 27 on
solidated and Separate Fina acial Statements lAS 2/ 2008
which were endorsed in fiscal 2019 Tfte revised at am darde are

effective ton business combinations in amniual penods begrta

nrnq on or after July 2009 and xc applied by the onapanay

as ot fiscal 2010 inc lcmdmnq its onsequontral arrreridrnents to

lIRS liRS arid lAS 39 tnianctal trastrurtierrts Recognition

arid Measurement lAS 39

IFRS
.1 2008 ncr unsicters the application of acquisition

counting for busineas ombrrtatiutm Major change rc late to

the measurement of on con trolling irrtetes the accounting

for husinc as roinbini utionts ad hreved stagn as wc 11 the

Ineatniorat of contrntqi nt conmaidetationi and arqursnl ciii relatc

ire

cc



costs Based on the new regulation non controlling interests

may be measured at their fair value lull goodwilLnlethodolo

gy or at the proportional fair value of assets acquired and

liabilities assumed In business mbiriations achieved in

stages any previously held equity nteiest in the acquiree is

reineasured to its acquisition date fair value Any changes to

contingent consideration classified as liability at the acquisi

tion date are recognized in profit and loss Acquisitiorurelated

costs are expensed in the period incurred

Major changes in relation to lAS 27 2008 relate to the ac

counting for transactions which do not result in change of

control as wail as to those loading to loss of controL If there

is no loss of control transactions with noncontrolling inter

ests are accounted for as equity transactions not affecting

profit and loss At the date control is lost any retained equity

interests are it moasured to fail value Based on the amended

standard non.controllinq interests may show deficit hal

anco since both piotits and losses are allocated to the share

holders based on their equity interests

in September 2007 the International Accounting Standards

Board IASB issued lAS Presentation of Financial State

nients Revised Presentation lAS revised lAS tevised re

places lAS Presentatio of Financial StatemE nts revised in

2003 as amended in 2005 the revision is aimed at impiov

ing users ability to analyze and compare the information giv

en in financial statements lAS revised sets overall require

monts for the presentation of finsncial statements guide

lines for their tructure and minimum requirements for their

content the new standard is effective for fiscal periods be

ginning on or after January 2000 The Company retrospec

tivoly applied lAS revised in fiscal 2010 for all periods pre

sented

In fiscal 2010 the Company also adpted lAS Statements of

Cash Flows retrospectively and lAS 16 Property Plant and

Fquipment in conjunction with the 2008 Improvements to

IFRSs as well as lAS 23 vrowing Costs as revised 2007

RECENt ACCOUNfiNG PRONOUNCEMENFS
NOT YET ADOPtED

The following pronouncements issued by the IASB aie not

yet affective arid have not yet been adopted by the Company

In June 2011 the IASB issued lAS 19 Employee Benefits the

amended lAS 19 eluninates the corridor approach and requires

rec ognitioni of actuarial gains and losses in line item Other

Comprehensive Income These changes will have no impact

on the Company because the Company does not apply the

cotridom approach and already recognizes changes in actuarial

gains and losses in line item Other Comprehensive Income

The amended lAS 19 in addition retlaces the expected return

on assets and interest costs on the defined benefit obligation

with single net interest component Past service costs will

be recognized fully in the period of the related plan amend

ment The amendments to lAS 19 also change the require

ments for termination benefits and include enhanced presen

tation and disclosure requirements The standard is effective

for aruiual periods beginning on after January 12013 early

application is permitted The Company is currently assessing

the impact of adopting the amended lAS 19 on the Companys

Consolidated Financial Statements and will determine an

adoption date

In May 2011 the IASE published its improvements to the ac

counting and disclosure requirements for consolidation off

balance sheet activities and joint arrangements by issuing

IFRS 10 Consolidated Financial Statements IFRS 11 Joint Ar

rangements IFRS 12 Disclosure of Interests in Other Entities

and consequential amendments to lAS Separate Financial

Statements amended 2011 and lAS 28 Investments in Asso

dates and Joint Ventures amended 2011

1FRS 10 supersedes the requirements relating to consolidated

financial statements in lAS 27 Consolidated and Separate

Financial Statements amended 2008 and also supersedes

SIC Consolidation Speria Purpose Entities IFRS 11 super

sedes lAS 31 Interests in toni Ventures amcnded 2008 and

SIC 13 Jointly Controlled Entities Non Monetary Contnibu

tions by Venturers IFRS 12 replaces disclosure requirements

in lAS 77 Consolidated and Separate Financial Statements

amended 2008 lAS 78 investments in Associates and lAS

31 Interests in Joint Venturet amended 2008 llRS 10 builds

on existing principles by identifying comprehensive concept

of control as the determining factor in whether an entity

should be included within the Consolidated Financial State

ments The standard provides additional guidance to assist in

the determination of control where this is difficult to assess

An investor controls an investee when it is exposed or has

rights to variable returns from its involvement with the in

vestee and has the ability to affect those returns through its

power over the investee Malor changes in relation to current

guidance might relate to the assessment of control in situa

lions when an investor holds less than majority of voting

rights however has the practical ability to direct the relevant

activities of the investee unilaterally by other means
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WR 11 provides guidance Jot the accounting of joint arrange

merits by focusing on the rights and obligations of the at

rangement rather than its legal form lfRS Ii classifies joint

arrangements into two types joint operations and Joint yen

tures jrrb operation is joint arrangement whereby the

parties that have loint control of the arrangement joint

iperators have rights to the assets and obligations for the Ii

abilities relating to the arrangement joint venture ii joust

arianqemerrt whereby the parties that have joint control of

the arrangement i.e joint venturers have rights to the net

assets of the arrangement lESS 11 requues joint operator to

recognire and measure the assets and liabilities and recoq

nire the related revenues and expenses in relation to rts in

terest in the arrangement applicable to the parttcular assets

liabilities revenues and expenses Ajomt venturer is required

to recogntzo an iivestmnent and to account for that invest

niermt using the equity rot thod

It ItS is new and roinpiehensivr standard on disclosure re

quiremenis for all forms of interests in other entities includ

rig jotrrt arrangements associates structured entities and off

balance sheet vehicles The standard requires an entity to die

close information that enables users of financial statements

to evaluate the nature of and risks associated with its inter

osts in other entities and the effects of those intetests on its

ft rant ial position Jnancral perlormarrce and cash flows

lAS 2/ amended 2011 now only contains requirements relat

ing to separate financial statements as result of the mesuanci

tie new standard lERS 10

According to tIre amendment of lAS 28 an entity shall account

for in rnvertrnerit or portion ot investment in an associ

ate om joint venture as held fox sale if it meets the relevant

rritefla Any retained portion of in rnvpstinnrit in ant assnoirte

or Joint verrture that has riot bean tarrnrfiod as held for sale

shall be accounted for using the equity method until disposal

of the portion that is classihed as held tot sale takes place

11 RS 10 ii 12 and the rorrsequenual amendments to lAS 2I

and iS are effective foi annual periods beginning on or at

tr January 2013 These new or amended standards may be

adopted early hut must he adoptod as package thrrt is atlas

of the sante date except that art entity may early adopt the

sclosute provisions for 12 without adopting the othor

irew standards The standards are to be applied on notro

spectrve basis llSS 10 tt arid the consequential amend

me its to AS 2/ arid 25 are nut endorsed by the iuropc air

Union yet The Company is r.urre.stly ssessinq the impact if

the adoption on the Companys Consolidated financial St to

merits arid will determine air adopt ion date

In May 2011 the LASS issued hItS 13 lair Value Measurement

he new standard does riot determine if fair value nreasunr

ment is applrc able for ceitairr assets and liabilities that merely

defines fair value and standardizes disclosure requirementr

for fair value measurements TIre new standard is applu able

for arnmual periods bEginning Oil or alter January 1201$ eirly

adopt on is permitted JERS 13 is not endorsed by the Europe

an Union yet lmegandoiq financial in.ttumrerrfs the nmajnnty nf

changes requited by 13 have already heart introduced

mainly by amnenidnior ts to IF ItS Financ tnrtrum outs Dm5

closures hence only minor imp act is expected for finanicral

assets and finanrial liabinfris the Company is curiently

sessing tire impact of the ad option crncex nm non hnanc al

assets and liabilities on the Co npanys Conscmbdated liii srrcial

Statements and will dtenmnrrme art adoption date

In October 2010 the lASS issued arnemrdrnments to li

nancial Instruments Disclosures which enhance the dmsclo

sure requirements hence mriainrtarn the derecognmtbon modc

of lAS $9 The amendments increase the diet losure require

mnents for transfers of finanrc al arsets where tie transferor nt

rains continuing involvement in Ume transfened asset adnlr

tional disclosures are mequmred it dispmoportiorrate amount crt

transfer transactroirs are unsdertken mound the arid of no

porting period The amrndrnent me applicable for annual re

porting periods begmr ning on it at Icr July 2011 early adop

mon is peimmttcd The Comnpammy expects rio material
mmrrpact

rmns

the ompanys Consolidated Finsnciml Statt mnemmt as result

of adopting tIre aimrendrnrenrt

In Nnvember 2009 lie issued Cmnanc al instcmr

metric this standar time first phase oJ tlrr lASSs thn

phase project to replace hAS 391 irramrcialfnrtxunients Sr cm

nmtron and Measure nent amends tho clasemficatic

and measurement requinemcnts nor financial assets mmacludi sq

sonic trybnmd rontnact It trees smngle rpproach to detrmminc

whether firm rncra asset is neasured at antmontired cost ci st

fair value replacing tIre dilfemen rules in lAS 19 lhe ao

pnoach in 11-115 based orm how an onti nianragt its hrnan

ral rnstrtmmnrerits its btmsmness mnrodel arid the tinmtrrcttmal

cash flow characteristics of the Ii ancial aeV The new stars

dand alert requires ngle impairment mrrethod to be used

placmrmg the diii merit rrmip mininreimt rrsethode mm lAS 39 llst rtrw

standard is still applicable for amrmtcral reporting poniods bcgrnr

iii
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ning on or after January 2013 early adoption is permitted

Nevertheless the lASS issued an exposure draft in August

2011 proposing to postpone the effective date of IFRS to an

nual reporting periods beginning on or after January 20Th

It is expmtod that the exposure dial will he implemented

The delay is owed to the still outstanding publication of phas

es impairment and hedge accounting of IFRS The

European Financial Reporting Advisory Group already had

postponed its endorsement advice to take more time to con-

eider the output from the lASS project to improve accounting

for financial instruments The Comç any is currently assessing

the impacts of the adoption on the Companys Consolidated

Financial Statements

The lASS issued various other pronouncements These recent

ly adopted prrmouncements as well as pronouncements not

yet adopted did nor have material impact on Siemens Con

solrdated Financial State nents

nttca accOUfltlflq cstimates

Siprripns Consolidated Financial Statements re prepared in

accordance with IFRS as issued by the IASB and as adopted by

the EU Siemens significant accour hog policies as described

in arees

sential to understanding the Companys results of operations

financial posItions and cash flows ertain of these account

ing policies require critrcal accounting estimates that involve

complex and subjective judgments and the use of assurnp

dons some of whit may be for matters that are inherently

uncertain arid susceptible to change Such critical accounting

estimates could change from period to period and have ma

tonal impact on the Companys results of operations financial

positions and cash flows Critical -counting estimates could

also involve estimates where management reasonably could

have used different estimate in the current accounting pen

od Management cautions that future events often vary from

forecasts and that estimates routinely require adjustment

91 to cii The Corn

pariys Sectors particularly Energy and Industry conduct

significant portion of their business under construction con

tracts with customers the Company generally act ounts for

construction projects using the percentage-of completion

meihod necognwing mrvenue as performance on contract

progiesses Certain long term servi .e contracts ire accounted

for under the percentag of completion method as well This

niethod places considerable importance on accurate esti

mates of the extent of progress towards completion arid may

involve estimates on the scope of deliveries and services re

quired for fulfilling the contractually defired obligations Do

peo0inq on the methodology to determine contract progress

the significant estunates include total contract costs remain

ing costs to completion total contract revenues contract

risks and other judgments Management of the operating Di

visions continually reviews alt estimates uivolved in such con

struction contracts including commercial feasibility and ad

justs them as necessary Under the percentage-of completion

method such changes in estimates may lead to an increase or

decrease of revenues in the respective reporting period The

Company also trees the percentage-of completion method foi

projects financed directly or indiieectly by Siemens In order to

qualify for such accounting the credit quality of the customer

must meet certain minimum parameters as evidenced by the

customers credit rating or by credit analysis performed by

Financial Services SFS At minimum customors credit

rating must be single or 52 respectively from external rating

agencies or an equivalent SF5 determined rating In cases the

inflow of economic benefits is not probable due to customer

related credit risks the revenue is restricted to the amount of

payments irrevocably received The Company believes the

credit factors used provide ieasonable basis for assessing

credit quality

End mud flu cciv bluni The allowance for doubtful

accounts involves significant management judgment and xc

view of individual receivables based on individual customer

creditworthiness current economic trends and analysis of

historical bad debts on portfolio basis For the cetermina

tion of the countiy-specific component of the individual

lowance we also consider country credit ratings which are

centrally determined based on inifommnration from external at

inq agencies Regarding the determination of the valuation al

lowamice denved morn portfolio based analysis of historical

bad debts decline of receIvables in volume results in cor

responding reduction of such piovisions and race versa As of

September 30 2011 and 2010 Siemens recorded iota valua

lion allowance fox accounts receivable of fll47 orillion and

fil161 million respectively

ii Siemens tests at least annually whether good

will has incurred any impairment in accordance with its ac

courttincx policy The determination of the recoverable amount

of cash-qeneratiriq unit to which goodwill is allocated in

volves the use of estimates by managementS The outcome
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predicted by these estimates is inf uenr ed by the success

ful integra ion of acquired entities volatility of capital mar

ke mterest rate developments foreign exchange rate hoc

tuitions and the outlook art economic trends The recoverable

amount is the higher of the cash generating units fair value

less costs to sell and its value in use rho Company generally

uses discounted cash flow based methods to detennine these

values These discounted cash flow calculations use tivmyear

projections that are based on financial plannings ash flow

projections take into account past experience and represent

managements best estimate about future developments

C.h flows Jter the planning pe iod arc extrapolated using

individual growth rates Key assumptions on which manage

merit has based its deternunatiari of fair value less costs to

sell and value in use include estimated growth iates weight

ed werage cost of capital and tax rates These estimates im

eluding the methodology used ca have material impact on

the respective values and ultimately the amount of any good

wi inipairrnerit In fiscal 2011 the company assessed the cur

rent coin nescial feasibility of its solar and hydro business the

intel at which goodwill is monitored from the group perspec

trve as part of the Renewable Energy Division of the Energy

Sector at ci recorded goodwill nrparcinent loss of 11128 md
ho In tscil 2010 goodwill impairment of 1145 million

was recognized in the Diagnostics Division of the liealthcare

Sector See for luither information

Likewise whenever property plant and equipment other ni

tangible rsseta arid investments accounted for using the eq

urty method sic tested for impairment the determination of

the assets recoverable amount involves the rise of estimates

by management and can have material irirpact on the re

spe ctive values and ultimately the amount of any impairment

Iii Iicai i000 Nokir Siemens Nrtwcrks Tv NSN pesented

in tire segment Equity Investments was tested for impair

merit which resulted in an impair nent loss of 111634 million

Wi ether future impairments of our investment in NSN will be

required is dependent on its ability to grow anti/or otherwise

return to increasing profit ibility

of iii es ci di pc gros

ls ii ci cc lisp Attits held for disposal and

disposal groups are measured at he lower of their rarryrrrg

amount and their fair value less costs to sell The determirration

of the fair value lest costs to sell may include the use of man

sqement imn tes and assumptions thst tend to he uncertain

In fiscal 2011 the disposal group Siemens fi Solutions and

Services was measured at fair value less costs to sell opec

classification as held for disposal and discontinued opera

tion The fair value was usrrnied to be represented by the

purchase prime gotiated between Siemens and Atos

AtoS including the consideration that AtoS cornrnittcd itself

to pay for the transfer of Siemens IT Solutions arid Services

less commitments entered into by Siemens The valuation of

these commitments involves subjective judgment by man

agement on the probability tiini rig and amount of these obhi

gations These management estimates had an effect on the

amount of iiip0rrrent aries 1LLagnIzt dtuing hibLal 011

and on the dcconsolidation result recognised in the fourth

quarter of fiscal 2011 These estimates ire subject to cli mnqe

nnid thus any variation to the estimates cou influence Di

amount of the total loss on the disposal oi iiemerrs IT Solu

tions and Services presented wittun discontinued opeirtion

heyornnl fiscal 2011

Emplore neff atco flirt Per on Is nr ar

lii ii Obligations for pension arid other post em

ployment benefits arid relared net pccrodic Lenretmt crisis ir

rietemmined in accordance with actuarial valuations These

valuations rely on key assumptions including discount rates

expected ieturn on plan assets expected salary rncream ma

mortality rates and health care trend rates The discount ste

assumptions are determined by reference to yields cii high

quality corporate bonds of appropriate duration and current

at the end of the reportrnq peried rn case such yields are not

available discount Iates are bised on government bond

yields Expected rctu ns on plan assets assuiri tmons arc deter

mined on uirifoim methodology considering long term his

tommcal returns and asset allocations Due to changing mark

and economic conditions the urrdenlying key assumptions

nriay
differ from actual developments arid rry lead to sigurfi

cant changes in pension arid of sen post eniployme nt benefit

obligations Such differences are recognised in full directly

equity in the period in which they occur without affecting

profit or loss See

rr it ri icifi SieIner tunis restructuring projr tm

on art individual basis Costs mr conjunction with te irvinatuig

employees and other exit costs ame subject to significant eat

mites nnd sumptons See

for further rirfarnnationn
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to isions Significant estimates are involved in the doter

mination of provisions related to onerous contracts warranty

costs asset retirement obligations and legal proceedings sig

nificant portion of the business of certain operating divisions

is pe formed pursuant to long term contracts often for large

projects in Germany and abroad awarded on competitive

bidding basis Siemens records pxovision for onerous sales

contracts when current estimates of total contract costs ex

ceed expected contract revenue Such estimates are subject to

change based on new information as projects progress to

ward completion Onerous sales contracts are identith by

monitoring the progress of the project and updating the esti

mate of total contract costs which also requires significant

judgment relating to achieving certain performance Stan

dards for example in the Mobility Division Industry Solutions

Division at I-fealthcare in the Foss Power Or neration Divi

sion and in the Power Transmission Division as well as esth

mates involving warranty costs and estimates regarding proj

oct delays including the assessment of responsibility splits

between the contract partners for these delays Significant em

tirnates and assumptions are also involved in the determina

tiori of provisions related to major asset retirement obiigm

tions Uncertahties surrounding the amount to be recognized

include for example the estimated costs of decommissioning

bet ause of the long time frame over which future cash out

flows are expected to occur including the respective interest

cretion Amongst others the estimated cash outflows could

alter significantly if and when political developments affect

the governments plans to develop the final storage See

for further information on major asset

retirement obligations

Siemens is subject to legal and regulatory proceedings in van

ous jurisdictions Such proceedings may result in criminal or

civil sanctions penalties or disgorgernents against the Coin

pany If it is more likely than not that an obligation of the

Company exists and will result in an outflow of resources

provision is recorded if the amount of the obligation can be

reliably estimated Regulatory and egal pioceedings as well

as government investigations often involve complex legal is

sues and are subject to substantial uncertainties Accordingly

management exercises considerable judgment in determin

ing whethei there is present obligation as result of past

event at the end of the reporting period whether it is more

likely thin riot that such proceedii will result in an outflow

of resources and whether the amount of the obligation can be

reliably estimated The Company periodically reviews the sta

tus of these proceedings with both inside and outside coun

sel These judgments are subject to change as new informa

non becomes available The required amount of provision

may change in the futuir due to new developments in the

particular niatter Revisions to estimates may significantly irn

pact future net income Upon resolution Siemens may incur

charges in excess of the recorded provisions for such matters

It cannot be excluded that the financial position or results of

operations of Siemens will be materially affected by an unf

vorable outcome of legal or regulatory proceedings or govern

ment investigations See for mr

then information

in onto ax Siemens operates in various tax jurisdictions

and therefore has to determine tax positions under respective

local tax laws and tax authorities views which can be corn

plex and subject to different interpretations of taxpayers and

local tax authorities Deferred tax assets are recognized if suf

ficierit future taxable profit is available including income

from forecasted operating earnings the reversal of existing

taxable temporary differences and established tax planning

opportunities As of each period end management evaluates

the recoverability of deferred tax assets based on projected

future taxable profits As future developments are uncertain

and partly beyond managements control assumptions are

necessary to estimate future taxable profits as well as the pe

riod in which deferred tax assets will recover Estimates are

reviserl in the period in which there is sufficient evidence to

revise the assumption if management considers it probable

that all or portion of deferred tax asset cannot be realized

corresponding valuation allowance is taken into act ount

UNtiOfl dl1lOSlWlL

ntiri ANI itl

ACQUS1TONS
In fiscal 2011 and 2010 the Company completed number of

acquisitions These acquisitions have been accounted for un

dot the acquisition method arid have been included in the

Companys Consolidated Financial Statements since the date

of acquisitiun
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aa Acquisitions rn fsca 2011

At thc beqirinmg of July 2011 Siemens acquired controlling

interest of 100% in Siteco Lighting Ombil Sitoco in share

deal transaction Siteco is leading European lighting ompa

rr ttist supplies lominaires and lighting systems tot urban in

frastructures such as public and commercial buildmqs

streets tunnels airports and sports stadiums The rationale

for the acqutsitron was to enhance Siemens activities in thc

lighting market benefitting from strong relationships with key

the sion makers of wholesalers and architects The aggregate

consideration amounts to 132 million including million

cash acquiri which consists 41 million paid in cash

at million recorded within Other liabilities in the couise

of the am quisition Siemens AG assumed an external bank Ira

bibty of Siteco of 126 million Siteco will be integrated into

OSRAM which is presented in scontinued operations She

following figures represent the final purchase price allocation

arid show the amounts recognizrd as of the acquisition date

Icr cacti rnajoi class of issets acquired and liabilities as

sowed Intangible assets 96 million Property plant arid

equipnicnt 70 million inventories 38 million Receivables

438 iniloori Del erred income taxes 41 million and Pension

provisions 431 million Intangible assets nicinly relate to

ustomer ielationships of 437 million with useful lives from

two to ten years technology of 426 million with useful lives of

three to years arid to he Siter cci poratr brand of nril

lion wluch was considered to be of indefinite useful life

Goodwill of 410 million compris intangible assets that arc

not separable such as cinployoe know how and expected syrt

erqy effmcts The acquired Siteco business contributed ieve

noes of 62 million arid net loss of 46 million in discontiri

oed operaiions including effects horn purr hase accounting

and hitegration emIt to Siemens for the period from acquisi

non to pternbr 30 2011 11 Siteen had beoni included is ol

Ontobe 2tlfl the impact cm consolidated Tevenus ip4

onsolidated net income in discontinued operations for the

12 months ended September 30 2011 would have been 231

nillion and 30 million respect vely

in January2011 Siemens made bindmg offer to purchase ad

diiional shires in order to increase its stake in its publicly lot

ed Indian ubsirliary Siemens ltd morn about 59% to maxi

mu of 754 the tonipany olfmred the shareholders

Siemens Lid to purchase tlieh shares for prime of INk 930

million per share written put She often period began on

March 2011 arid ended on Apr 113 2011 The offer was ac

ceptenl in full until that date and ti in transaction was 0mph

ed at the ciii of Apul 2011 At iT date of public uinounr

ment the purchase was an counted for as acquisition of non

controlling interests qualifying as transaction between

shareholders as present ownership was trarisfeired As me

suit line items Retained carninigs and Non contiolhng inter

eats deem med by 4857 million and 4121 million respectively

Srarrsactmon costs riot of tax were deducted lroin equity Lore

item Other comprehensive income was proportionally ioalh

cated between line items Nun controlling interests and loial

equity attributable to shareholders of iiemnei AG

In fiscal 2011 Siemens additioinlly acquired vanro is entities

which were not matcrial either dwid0 dl ui in oggrc4att

ab Acqwsitions in fiscaf 2010

At the beginning of November 0O9 Siemens completed the

acquisition of 100% of Sold Solar Systems Ltd Sold soli

thermal power tom Ii tology company The ration iTo for tIme an

quisition was to expand the product portiobo of Sremeus in

the field of conrentr ated scilar power 55 to become lead

mg dSP product and solution povider Sold which was con

olidated as of November 019 has been integrated into

Energy Sectors Renewable Division The aggregate consult

ation amounts to 279 million including million an

quired The purchase price allocation was completed during

the quarter ended December 31 2010 and resulted in iood

will of 193 million lhie ainmounts recognized based on the fair

value measurement of assets icquimed and liobilitirs assuinmd

resulted in 96 irnllion intangible assets winch were allocat

ed art follows 35 nilhion was bloc ated to patented ouch tin

patented technology with weicj itt average useful lift of

years 414 million to order backlog with weighted average

useful lnle of onn year arid mullion to in process mnscaich

arid development amid trademarks with weighted average oe
lul life of years The acquired Sold business contributed mv
mines of f9 niirliorr and net loss of 53 rnilln irchdm
pmtrchase price ace unting effects and integration costr to

the group ton the period from anquismtron to September It

2010 In anldinon goodwill unpairmuc nt loss amounting Ii

128 million has ben mecondenl in fiscal 201 lou furrhen

details on the goodwill imnpaimniemit see It

the acquisition had oncunied on October 2009 impact on

consolidaterlnevemures andi onisohidited loss for the 12 inonril

ended September 30 2010 would have been 109 mnrllnon md
52 million ncspectively

In fiscal 2010 Siemens additionally cqumred various entities

whir Ti were riot unateni iT either individually in aqrJrnqare

ii iii
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DISPOSmONS AND DISCONTINUED OPERATIONS

ba Dispositions not qualifying for discontinued

operations closed transactions

Dispositions in fiscal 2011

In January 2009 Siemens had announced that it will termE

nate the Shareholders Agreement of the joint venture Areva

NP arid sell its 34% interest inAreva NP SAS to the mw

jority shareholder Areva bA Areva by exercising the put op

tion Following this Areva SAS had been presented as

asset held for disposal as of September 30 2009 and Septem

her 30 2010 with carrying amount ol 190 million In March

2011 an independent exp rt appoin ed by Siemens and Areva

based on the rules set forth in the shareholders agreement

determined the fair market value purchase price of Siemens

34% share in the joint venture Areva NP AS at 1620 mil

lion upon which Siemens received payment of 1747 million

from reva In addition to the externally deterrrnned fair mar

ket value the sale proce via include other adjusting compo

nents based on the shareholders agreement arid further con

tractual arrangements between Sic riens and Areva namely

interest accretion on the purchase ice and reimbursement

of mandatory capital injection from Axeva to Siemens Fol

lowing rho receipt of the expert opinion arid the payment our

shares previously accounted for as availahle$or sale financ Ml

asset held for disposal at the Energy Sectoi were tmanstericd

to Areva arid derccoqnized at Siemens In May 2011 an aahi

tral tribunal of the International Chamber of Commerce ruled

on the modalities of Siemens exit from the joint venturc

Areva NP AS According to the final award of the arbitral tn

bunal Siemens had to pay Aseva an amount of 679 million

including interest For further information on the arbitration

proceedings see The overall

earnings impact of the termination of the Joint venture Areva

NP is inludrcl in Other finarcial income expense

see

In January 2011 the sale of the 49% interest in Krauss Maffem

Wegmann Ombli Co KG 11MW to Wegrna in Group was

closed after the approval of the antitrust authorities and the

receipt of the second purchase price installment The gain on

the sale of 11MW which used to be reported in Equity Invest

merits is included in line item Income loss from invest

merits accounted for using the equity method net and

amounts to 90 million

At the end of July 2010 Siennieris signed an aginement to sell

its Electronics Assembly Systems business EA which was me

ported in Centrally managed portfolio activities to AiiM Pacif

ic Technology Ltd The transaction closed at the beginning of

January 2011 Total losses on disposal of EA amount to 107

million including loss amounting to million and 106

million in fiscal 2011 and 2010 respecilvely

ln December 2010 Siemens completed the transfer of its

19 8% stake in GIG Holding GmbH owner of all shares of Giga

set Communications Gmbll to ARQUES Industries AG 802%

of the Siemens Home and Office Communication Devices

Business reported in Centrally managed portfolio activities

had already been transferred in October 2008 resulting in

net loss of 108 million including an impairment loss of 7s

million of which the majority was recorded in fiscal 2008

In fiscal 2011 Siemens completed the disposition of further

entities which were not material eIther individually or in aq

gregate

Dispositi via fiscal 2010

At the end of December 2009 Siemens sold its 25% minority

stake in Drflger Medical AG Co KG to the majority sharehold

em Driigerwerk AG Co KGaA The investment was accounted

for using the equity method at the Healthcare Sector The sale

proceeds include cash component vendor loan component

and an option component which is dependent on the share

price performance of the Dragenwerk AG Co KGaA

Regarding the disposition of the Airfield Solutions Business of

the Industry Sector and the Roke Manor activities in the UK

see regarding the sale of

UBS Real Estate Kapitalarilagegesellschaft mbH see

In fiscal 2010 Siemens completed the disposition of further

entities which were not material either individually or in ag

gregate

bb Dispositions not qualifying for discontinued

operations held for disposal

The Consolidated Statements of Financial Position as of Sep

tmmher 10 2011 and 2010 include assets held for disposal of

249 nullion arid 115 million and liabilities held for disposal

of and 146 million respectively that do not qua ify as cfrs

continued operations Included as of September 30 2011 is

mainly Ibm carrying nmrrcniminr nil rain 25% interest in GAO Power

Machines PM held by the Energy Sectoi Ibm closing of the

transaction of PM is expected in fiscal 2012 Included as ci

September 30 2010 have been mainly amounts relating to
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The rates of compensation increase for ountries with signifi

cant effects with regard to this assumption were as follows for

the years ended SepteinbeI 10 2011 and 2010 50% and

52% 00% snd 00% Switaerland L5% and 5%
Netherlands 951k arid 99% The compensation increase

rate for re domestic pension plans for the year ended Sep

tember 30 2011 was 25% 2010 25% However due to

the implementation of the BSAV the effect of the compensa

hon increase on the domestic pensto plans is substantially

eliminated the rates of pension progression for countries

with significant effects with regard to this assumption were

as folloWS fo the ytars ended Septembor 30 2011 and 2010

Germany 75% and 75% IlK 31% and 1% and for the

Netherlands for the year ended September 30 2010 161%

The assumptions used for the calculation of the 180 as of the

periodvind of the preceding fiscal year are used to determine

the calculation of interest cost and service cost of the follow

mq yedi the total expected return for the fiscal year will be

based on the expected rates of return for the respective yeai

multiplied by the fair value of plan assets at the pieceding tn

cal years period end date The fair value and thus the expect

ed return on plan assets ire adjusted for significant events af

ter the hscal year end such as supplemental funding

he discount rate assumptions reflect the rates available on

high quality corporate bonds or government bonds of consis

tent duration and current at the pci iod end date The cx

pected re on plan assets is determined on umform ha

sis considering long term historical returns asset allocation

and lutur esnmates of long term invesuirent returns In fis

cal 2011 and fiscal 2010 the expccted return on plan assets re

named primarily unchanged Changes of other actuarial as

suioptions riot mentioned above such as employee turnover

riortality dIsability etc had an only minor effect on the

overall oto as of September 30 2011

xpeiieisce adjustments whir mult from differences be

tween the actuarial assumptions and the actual occurrence

decreased the 180 by 6% in hscat 2011 did not affect the

181 in fiscal 2010 dec ieased the 180 by 05% in fiscal 2009

increased iht 080 by 04% in fiscal 2008 an did not affcvt

tIn 0130 in hsial 200/

PENS0N BENEHTS SENSlTMTYANALYSS
one percentage pint change of the established assump

uons inientioned above used fo the calculation of the NPI3C

for fiscal 2012 or rhange in the fair value of plan asaets of

Tb00 million of September 3t201l respectively would re

cult in the following increase decrease of the fiscal 201

191%

Increases and decreases ur the discount iate rate of cornpt

sation increase and rate of pension progression which sri

used in detcmrnining the 080 do not have symmetncal effect

on 11380 primarily due to the co npound interest effect crc it

ed when dt ternuning the net present value of the future pete

sion benefit If inure than one of the assumptions wei

hanged siniultaneously the cumulative impact would riot

necessarily be the same as if only one assumption was

changed in isolation

204
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are primarily attributable to environmental clean up costs

which amounled to 1079 million and 1004 million rrspec

tively as of September 10 2011 or 2010 the non current

poition thereof being 1099 million and 992 million respec

tively and to costs primarily associated with the removal of

leasehold improvements at the end of the lease term amount

ing to 51 million and 49 million respectively as of Septem

bei 10 2011 and 2010 the non current portion thereof being

42 million and 41 million respectively

Environmental clean-up costs relate to remediation and envi

ionmental piotection liabilities which have been accrued

based on the estimated costs of decommissioning facilities

for the production of uranium and fixed oxide fuel elements

in Hanau Germany Hanau facilities as well as nuclear ro

seen and service center in Karlstein Germany Karlstein fa

cilities According to the German Atomic Energy Act when

such facility is closed the resulting radioactive waste must

be collected arid delivered to goveinment developed final

storage facility
In this regard the Company has developed

plan to decommission the Ranau end Karlstein facilities in the

following stepra clean out decontamination and disassembly

equipment and installations decontamination of the tacili

ties and buildings sorting of radioactive materials arid inter

mediate and final storage of the radioactive waste This pie

cess will be supported by continuing engineering studies and

radioactive sampling under the supervision of German federal

and state authorities The decontamination disassembly and

sorting activities are planned to continue until 2015 thereat

ter the Company is responsible for inteimediate storage of

the radioactive materials until final storage facility is avail

able With respect to the Harrau facility the process of setting

up intermediate storage for radioactive waste has nearly

reached completion on September 21 2009 the Company no

ceived offimc ial notification from the authorities hat the Hanau

facility has been released from the scope of application of the

German Atomic Energy Act and that its further use is unre

stricted The ultimate costs of the rernediation arc contingent

on the decision of the federal gove nnnent on the location of

the final storage facility and the date of its availability Corise

quently th.e provision is based on number of significant es

timates and assumptions

In fiscal 2011 the parameters related to the life-span of the

German nuclear reactors generally changed to planned

phase out until 7022 Using the input of an independent cdvi

5cr management updated its valuation of the liability accord

ingly The valuation uses revised assumptions to reflect cur

rent and detailed cost estimates as well as shorter time span

of future cash outflows reflecting the shorter life span of the

German nuclear reactors The updated valuation as of Sep

tember 30 2011 assumes continuous outflow until 2075 in

stead of 2084 in the prior valuation rho change in estimates

resulted in minor adjustment of the related provision

In fiscal 2010 several parameters relating to the development

of final storage facility for radioactive waste were specified

on the so called Schacht Konrad final storage Using the in

put of an independent advisor management adjusted its valu

atmon of the liability in fiscal 2010 rhe valuation used revised

assumptions to reflect more current and detailed cost esti

mates price inflation and discount rates as well as longer

spread of future cash outflows While the valuation as of Sep

tember 30 2009 assumed lump sum payment in 2031 nelat

ed to the costs for the final storage the updated accounting

estimates applied as of the third quarter of fiscal 2010 assume

continuous outflow until 2084 related to the costs for dis

niantlirig as well as intermediate and final storage Fine

change in estimates resulted in decrease of the related pro

vision of 60 million

The determination of the provisions related to major asset re

ttmrement obligationi will continue to imivcilve significant esti

mates and assumptions Uncertainties surrounding the

amount to be recognized include for example the estimated

costs of decommissioning because of tire long time frame

over which future cash outflows are expected to occur

Amongst others the estimated cash outflows related to the

asset retirement obligation could alter significantly if and

when political developments affect the governments plans

to develop the so called Schacht Ilonrad As of September 30

2011 and 2010 the provision total.s 1079 million and 1004

million respectively and is recoided net of present value

discount of 1606 inilhon arid 11924 million respectively

The total expected payments for cacti on inc next five fiscal

years and the total thereafter are 26 mnillion 26 million 29

million 31 niillion 28 million and 2545 million

The Company recognizes the accretion of the provision for as

set retirement obligations using the effective interest method

applying current interest rates prevailing at the period end

date In fiscal 2011 and 2010 thu Company recognized 124

million and 31 million respectively in accretion expense in

line item Other Financial income expense net Changes in

discount rates increased the carrying amount of provisions by

66 million ond 265 rnilhnn as of September tfl 2011 and

2010 respectively

ml Other includes transaction-related and post closing

provisions in connection with portfolio activities
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3Authorized Capital 2006 granted in January 2006 expired

in January 2011 It granted the right to increase capital

stock by up to 76 million through issuing up to 25 million

shares for rontrthutio is in cash As of September 30 2010

11 million representing 2371 million shares wrie avail

able for issuance Pro emptive rights of existing sharehold

err wore excluded

CONDmONAL CAMTAL NOT ISSUED
Conditional Capital is provided for the purpose of serving

the issuance of bonds with conversion rights and or with

warrants accommodating the exercise of stock option

plans and settling claims of former Siemens Nixdorf Infor

nrationssysteme AG SNI AG shareholders

Conditional Capital 2011 to service the issuance of bonds

with conveision rights and/or with warrants or combina

tion thereof in an aggregate principal amount of up to 15
billion entitling the holders to subscribe to up to 90 mil

lion shares of Siemens AG with no par value representing

up to 270 million of capital stock Fhe authorization to is

sue such bonds was granted in January 2011 and will ix

pne on January 24 7016

Conditional Capital to service the issuance of bonds with

conversion rights and/or with warrants in an aggiegate

principal amount of up to 15 btlion entitling the holders

to subscribe to up to 200 millie shares of Siemens AG

with no par value representing up to 600 nillion of capi

tal stock Conditional Capital 2010 The authorwation to

issue such bonds was granted on January 26 2010 and will

expire an January 25 20Th

Conditional Capital to service the 2001 and 1999 Siemens

Stock Option Plans amounts to 157 million representing

52 32 million shares of Siemens AG as of September 30 2011

arid 2010 Of the 157 million Co iditional capital 147 mil

lion representing 49 million shims is reserved to soiely

service the 2001 Siemens Stock Option Plan and 10 million

representing 37 million sharis services both the 2001 and

1999 Siemens Stock Option Plans The last tranche of stock

options expired in November 2010 and rein that date on no

further shaies are to be issued see

for ftrrther information on stock options

Conditional Capital provided to issue shares to settle claims

offered to former SNI AG shareholders who had not ten

th red their SNI AC share certificates amounts to 0.6 mu

lion representing 189 thousand shanos as of September 30

2011 and 2010 Such rights to claim Siemens shares expired

in 2007 and no further shares are to be issued

TREASURY STOCK

The Company is authorized by its shareholders to acquire

treasury stock of up to 10% of its capital stock existing at the

date of the shareholders resolution which represents up to

91420342 Siemens shares or if this value is lower as of

the date on which the authorization is exercised The authori

zation became effective on March 2011 and remains in force

through January 24 2016 Fhe previous authorization grant

ed at the Shareholders Meeting an January 26 2010 termi

nated as of the effective date of the new authorization Ac

cording to tire resolutions repurchased shares may be sold

via stock exchange or through public sales offer made to

all shareholders retired offered for purchase to individ

uals currently or formerly employed by the Company or any of

its subsidiaries or granted arid transferred to such individuals

with vesting period ol at least two years offered and

transferred with the approval of the Supervisory Board to

third parties against contributions in kind particula ly
in con

unction with business uinbinatmons or the acquisition of

companies businesses parts of businesses or interests there

in with the approval of tire Supervisory Board sold to third

parties against payment in cash if the price at which sum

Siemens shares are to be sold is not significanlly lower than

tire market puce of the Siemens stock at the time of selling or

used to service convertible bonds or warrants granted by

the Company or any of its subsidiaries and regarding the

2010 resolution used to meet the obligations under the 2001

Siemens Stock Option Plan In addition the Supervisory Board

is authorized to offer rcpunchased shares to members of the

Managing Board within the framework of Managing Board

compensation

The current authorization to acquire Siemens shares is sup

pleinentod by an authorization to repurchase up to five per

cent of its capital stock existing at the date of the sharehold

ens resolution by using equity dci ivatives or lorward purchas

es with maximum maturity term of 18 months the repur

chase of treasury stock upon the exercise of such instruments

shall be no later than January 34 2016 the previous autliori

zation was supplemented by an authorization to repurchase

up to half of those shares by using equity derivatives such as

put arid call uptiuns and corribniation of put arid call op

tions the term of such options had to be chosen in way that

any repurchase of the Companys own shares upor the exer

cisc of the option would take place no later than on the expi

ration nate of the supplemented authorization
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PUBUC CORRUPTION PROCIIEDINGS

Governmental and related proceedings

Public prosecutors and other goverrunent authorities in juns

dictions around the world are conducting investigations of

Siemens and certain of our current and former employees re

srding allegations of public corruption including crirnmal

breaches of fiduciary duty such as embezzlement is well as

bribery money laundenng and tax evasion among others

These investigations involve allegations of corruption at

number of S1emans Busincss Units

In 2008 Siemens pleaded guilty in federal court in Washing

ton DC to criminal charges of knowingly circumventing and

failing to maintain adequate internal controls and failing to

comply vs th the books arid records provisions of the U.S

Foreign Corrupt Practices Act IOPA In related cases three

Siemens foreign ubsrdiaries Siemer IA gentina Siemens

Bangladesh Ltd and Siemens Venezuela pleaded guilty

to individual count of conspiracy to violate the FCPA At the

same time Sicmcns settled civil action against it brought by

the tIS Securities and Excharrgc Commission SC Thi

Mnnich public prosecutor announced the termination of legal

proceedings alleging the failure of the former Managing

Board of Sserrrens AG to fulfill its .upervisory duties Under

the terms of the plea and sottleriment agreements reached in

the United States Siemens has engaged Dr Theo Waigel for

rner German federal nminrsirm ol finance as Compliance Moni

tor to evaluate arid report tor period ot up to four years on

the Conipanys progicss in implementing and operating its

new coniphance program irs connection with the irettlemnents

ai other legal proceedings irs ccrmnany Siemens paid total

of RID billion to authorities in the ItS and Germany in fiscal

201115 n5 frral 5000

In May 2011 Siorriens AG voluntarily reported case of at

tcrnptod public corruption in onnrction with 2010 project

in Kuwait to the U.S Department of Justice the 8CC arid the

Munich public prosec utor Siemnen is cooperating with the

authorities in their ongoing invest gations which also relate

to certain enrployees

In Irily 2011 the Nuns rnherg berth public prosecutor Ii

lied Siernen AG of an investrgitron against several employ

em in connection with payments related to the healthcare

hi siriss mu the aribhr an 3m meni is cooperating with the

pevib pro ecutor

In July2011 the Munmc Is puhi prosecutor notified Siemens Al

of an investigation against an employee in connection with

payments to supplier related to th oil mci gas business in

Central Asia from 20110 to 2009 SIemens is mooperating with

the ptrblh prosecutor

As previously reported the Wuppertal public prosecutor tier

many was conducting an investigation against Siemens em
ployees regarding allegations that they participated ii bribery

related to the awarding of an LU contract for the ref urbrsh

ment 01 power plant in Serbia in 2002 In April 2010 lhc

public piosecutor dram orrtinued the investigation

In October 2011 the Turkish Prbre Ministry Inspection Board

notified Siemens AS Turkey of an investigation irs connection

wills alleged bribery in Turkey and iraq from 1999 to sooy

Siemens is coopenaursg with the authority

In 2011 the Brasilia public prosecutor Brazil opened proceed

ings to asness ahlegat nns against Siemens in connection with

2007 metro prolect

As previously reported authorities in Russia were comrduc hug

an investigation into alleged mrsappropxrationi of public fund

in connection with the award of contracts to Sieniens for the

delivery of medical equipment tcr publu authorities irs Rekat

ermnburg irs the years 2003 to 2005 In icily 2011 the mnrvestiga

tion was closed with aspect all material charges

As previously reported Sri 2008 the Sao Paulo public proser ci

tom Brazil started certain mnsiestsqatioris into the use of busr

ness consultants arid suspicious payments rn conrrectrort with

the former Transportation Srtemris Group irs or slier 2000

Siemens has learned that this investigation was not cbscon

tmnued Ut 0119 limit treated cofdctil

As previously reported rn Mmrrls 2009 Siemens AG mecerv il

decision by the Vendor Review Committee of the Unsrtod

Nations 8cr retamia Procumemnent Division UNPD suspend

mg Siemens AG from the UNPU vendor databasc for rnrmn

mnmmmnr perrod of six onths The suspension applied to ton

tracts with the tiN 8cr meramiat arid stemmed from Smermiens

AGs gurlry plea in Decerithem 2008 to violatir ns of tlse hi

Foreign Coimnipt Practic ms Act Ian December 009 Siemn ci

AG filed request hr lrft the existing suspension ffectivo

January 2011 the IINPD lifted the slispn nssen against

Siemens AG
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As previously reported in April 20C9 Siemens AG received

Notice of Commencement of Administrative Proceedings and

Recommendations of the Evaluatto and Suspnsion Officef

from the World Bank which comprises the International Bank

for Reconstruction and Development as well as the Interna

tional Development Association in connection with alley

tions of sanctionable practices during the period 2004 to 2006

relating to World Bankdinanced project in Russia On July
2009 the Company entered into global settlement agree

merit with the International Bank for Reconstruction and Do

velopment the International Development Association the

International Finance Corporation and the Multilateral Invest

ment Guarantee Agency collectively tire World Bank Group

to resolve World Bank Group investigations involving allega

lions of corruption by Siemens In the agreement Siemens

voluntanly undertook to refrain from bidding in connection

with any project program or other investment financed or

guaranteed by the World Bank Group World Bank Projects for

period of two years commencing on January 2009 and

ending on December 31 2010 Siemens was not prohibited by

the voluntary restraint from continuing work on existing con

tracts under World Bank Projects or concluded in connection

with World Bank Group corporate procurement provided such

contracts were signed by Siemens and all other parties thera

to prior to January 2009 Fhe agreement provided for ox

eniptions to the voluntary restraint in exceptional circurn

stances upon approval of the World Bank Group In addition

Siemens had to withdraw all pending bids including propos

als for consulting contracts in connection with World Bank

Piojects and Wdrld Bank Group corporate procurement where

the World Bank Group had not provided its approval prior to

July 2009 Furthermore Siemens is also required to volun

tarily disclose to the World Bank Group any potential miscon

duct in connection with any World Bank Projects Finally

Siemens has undertaken to pay US$100 million to agreed antF

corruption organizations over period of not more than 15

years In fiscal 2009 the Company took charge to Other op

crating expense to accrue provision in the amount of 53
million relating to the global settlement agreement with the

World Bank Group In November 2009 000 Siemens Russia

arid all its controlled subsidiaries were irs separate proceed

ing before the World Bank Group debarred for four years from

participating in World Bank Projects 000 Siemens Russia did

not contest the debarment As of Ja mary 2011 Siemens AG

and its controlled subsidiaries worldwide with tire exception

of 505 Siemens Russia grid its own controlled subsidiaries

are no longer prohibited from participating in any World Bank

Projecta

As previously reported Siemens AG had filed request for ar

bitration against the Republic of Argentina Argentina with

the International Center Ion Settlement of Investment Dis

putes ICSID of the World Bank Siemens AG claimed that Ax

gentina had unlawfully terminated its contract with Siemens

for the development and operation of system for the produc

tion of identity cards border control collection of data arid

voters registers DNI project and thereby violated the Bilater

al Investment Protection Treaty between Argentina and Get

many BIT unanimous decision on the merits was rem

dered by the ICSID arbitration tribunal in February 200

awarding Siemens AG inter alia compensation in the amount

of US$217 million plus compound interest thereon at rate

of 66% since May 18 2001 Argentinia subsequently filed ap

plications with the ICSID aiming at the annulment and rever

sal of the decision and stay of enforcement of the arbitral

award In August 2009 Argentina and Siemens AG reached an

agreement to mutually settle the case and discontinue any

arid all civil proceedings in connection with the case without

acknowledging any legal obligations or claims No payment

was made by either party As previously reported the Argen

tinean Anti Corruption Authority is conducting an investiga

lion into corruption of government olfirials in connection

with the awaxd of the contract for the DNI project to Siemens

in 1998 Searches were undertaken at the premises of Siemens

Argentina and Siemens IT Services BA in Buenos Aries in

August 2008 and in February 2009 lhe Company is cooperat

ing with the Argentinean Authorities The Argentinean inves

tigative judge also repeatedly requested judicial assistance

from the Munich public prosecutor and the federal court in

New York

As previously reported in June 2008 the court of first in

stance in Katimantan Province Indonesia found the Plead of

the Flealthcare Division of Siemens PT Indonesia not guilty of

allegations of participation in bribery fraud arid overcharg

ing related to tho awarding of contract for the delivery of

medical equipment to hospital in 2003 In October 2011 the

Indonesian Supreme Court upheld the verdict

As previously reported in February 2010 Greek Pamliamenti

ry Investigation Committee GPIC was established to investi

gate whether any politicians or other state of tRials in Greece

were involved in alleged wrongdoing of Siemens in Greece

GPICs investigation was focused en possible criminal liability

of politicians arid other state ofhcils Greek public presei

tore are separately investigating certain fraud arid bribery

allegations involving among others former hoard members
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and fonner executives of Siemens A5 Greece Siemens Al As previously reported in Deceml er 2009 the Aft ert ii

and Sietneris AG Both investigations may have negative tin

pact on civil pioceedings currently pending against Siemens

AG and Siemens RE and may affect the future business activi

nor of Siemens in Greeer In January 2011 the GPIC alk god icr

lettei to Siemens that the damage suffered by the Greek

state amounts to at least 62 billion Furthermore thi GPIC

issued report repeating these allegations lv addition the

Hellenic Republic Minister of State indicated in letter to

Siemens that the Greek state will seek compensation froni

Siemens for the alleged damage While Siemens rejects these

allegations as unfounded and continues to defend itself

Siemens and the Greek state have engaged in discussions to

resolve the matter

As previously reported the Nigerian Econonuc and Financial

Crimes Commission SI CC was conducting an investigation in

to alleged illegal paymei its by Sier tens to Nigerian public otli

cials between 2002 and 2005 In October 2010 the EFCC filed

charges with the Federal High Ci nit vi Abuja and the High

Court of the IS deral Capital territory against among others

Siemens Ltd Nigeria Siemens Nigeria Siemens AG and for

mer board members of Siemens Nigeria On November 22

2010 the Nigerian Goverrinient and Siemens Nigeria entered

mt an out of court settlement ohligating Siemens Nigeria to

make payment in the mid double digit euro million range to

Nigm na in cxc hange for the Iligeri Government withdrawing

these criminal charges and retraining from the initiation of any

criniinal civil or other actions surh as debarment against

Siemens Nigeria Siemens AG arid Siemens employees

As previously reported the Vierrns public prosecutor Austria

is onducting an invmtigation into payments bitween 1999

aol 2006 relating to Siemens AG Austria and its subsidisry

Sicri ens VAt Metal Ttinologies rJrnibFl Co to nhich ralid

consideration could not be identified In September 2011 the

Vienna public prosecutor extended the investigations to in

cl di potential corporate liability
of Siemens AG Austria for

tax evasion Siemens is cooperating with the authorities

As previously ieported in 2009 tie Anti Corruption Comnmis

am rn of angladesh ACt filed criminal charges against two

current smid one foirner employc of Siemens Bangladeshs

Hoalthc btismnn at It is allegu that the employees colluded

with einployes of public hospital to oven harge for the delrv

eiy of medical eguipnient in the period before 2007 Fhe ACC

has ntom sabstantiitecl the criminal ctiarges within the tune lint

it prey dn.tl by local law Siemens Bangladesh filed motion to

disnost the charges Vhe court liar stayed its proceedings

guest for information to Siemens Bangladesh Ltd Sremcn

Bangladesh related to telecommunications projects of

Siemens for mci Cot sniunicatmons Corn Group undertaken

pr ior to 2007 In Jartiary 2010 Siemens Banqlarlesh was to

fomnied that in related move the Anti Money Laundering

nepartrnent of the Central Batik of Bangladesh is conducting

special investigation into cci Mini acCounts of Siemens Banijia

desh antI of former employees of Siemens Bangladesh in con

nection with transactions for Corn projects undertaken in the

period from 2002 to 2006 In February 2010 the ACC sent are

quOt for ubditional ifoiniaoori

As previously repor ed in November 2009 and in February

2010 subsidiary of Siemens AG voluntarily self reported

possible violations of South Atricati anti corruption regula

trims in the period before 2007 to the responsible ioumh Al mm

can authorities Fhie authorities have requested further docu

mentation Siemens is ooperatliiq with the autht rifles

As previously reported in June 2010 the frankfurt put Ic

prosecutor searched prerrnses of Siemens in Germany ire re

sponse to allegations of questionable payments ielatmg to an

Industry project rn thailand Sic nens is coopeiating with the

authority

As previously repoited in August 2010 the litter American

Development Bank LADB issued notice of adrninistr itrvc

proceedings against among othrrs Smcnnen IT Solutions nd

Services Argentina alleging Ii aurlulent mit at stements and an

titrust violations irs inniection with public invitation to ten

dot for project in the pnovmnLe of Coidoba Arqentiria rn

2003 Siemens is cooperating with the FADB

As previously reported in August 2010 the rAftS i.ticd .1

tice of administrative proceedings against among oilier

Sierriens Veneruela alleging frriudulemit misstatements and

public corruption in connection with public irivitaJion tc

tender for healthcare projects in the Venezuelan province of

Anruategui and Menrda in 2003 Siemens is cooperating with

the IAIB

the Company rein uris subjrr to corruption related irtvc tmga

tioims in several jcmniachictions around the world As result ad

ditional minimal or civil sanctions noulcl hr brought agamnct

the Company itself against certain of its employees mn con

nectmou with possible violations of law In addition tin si ope

of pending imivestig lions may tic cap inded intl iew enxvestt

gatnoris onnm mcccl in connec tim with allegation of hrmbcm

220



or other
illegal acts The Company operating activities fr

nancial results and reputation may also be negatively affect

ed particularly as result of penalties fines disgorgements

compensatory damages third party litigation including with

tonrpetitors tire formal or informal exclusion from public iii

vitationt to tender or the loss of buriness licenses or permits

Additional expenses and provisions which could be material

may need to be recorded in the future for penalties fines

damages or oilier charges in connection with the ulvestiga

lions

As previously reported the Company is following up on cvi

dance of bank accounts and the amounts of the funds depos

ited therein iii various locations Certain funds have been fro

cen by authorities During fiscal 2010 the Company recog

nirod an amount of 40 million in Other operating income

from the agreed recovery of funds from one of these accounts

Cwii Utigation

As previously reported Siemens AG reached settlement with

nine out of eleven former members of the Managing and Su

pervisory Board on Dec ember 2009 The settlement relater

to claims of breaches of organizational and supervisory duties

in view of the accusations of illegal business practices that oc

curred in the course of international business transactions in

the years 2003 to 2006 arid the resuttirrg financial burdens for

the Company The Annual Shareholders Meeting approved all

nine settlements between the Company and the former mem
bars of the Managing arid Supervisory Board on January 26

2010 The slmrmeholders also approved settlement agreement

between the Company and its directois and officers insurers

rogacdmrig claims in connection with the DO insurance of up

to 6100 million Siemens recorded 696 million gains net of

costs from the DO insurance arid the nine settlements On

January 25 2010 Siemens AG filed lawsuit with the Munich

District Court against the two former board members who

were not willing to settle Thomas Ganswindt and Heinz

Joachim NeubOrger which is currently pending

As previously reported in June 2008 the Republic of Iraq filed

an action requesting unspecified damages agaInst 93 named

defendants with the United States District Court for the South

run District of New York on the basis of findings made iii the

Report of the fudependent Inquiry Committee into the United

Nations Oil for Food Programme Siemens BA France

Smomnens turkey and OSRAM 0db East tiC Dubai are

among the 93 named defendants Process was served upon all

three Siemens subsidiaries the three Siemens subsidiaries

will defend themselves against the action

As previously reported Siemens was approached by corn

petitor to discuss claims it believed it had against the Compa

ny The alleged claims related to allegedly improper payments

by the Company in connection with the procurement of pub
lic and private contracts Siemens and the compet itor were

able to resolve the matter on mutually agreeable terms

As previously reported securities class ac lion was filed in

December 2009 against Siemens AG with the United States

District Court for the Eastern District of New York seeking

damages for alleged violations of US securities laws In

March 2011 the Court granted the Companys motion to die

miss the action The plaintiffs motion to reconsider was de

nied by the court Plaintiffs did not appeal the courts dcci

sion Accordingly tire dismissal is final

ANTFTRUST PROCEEDNGS

As previously reported in February 2007 the European mn

mission launched an investigation into possible antitrust vim

lations involving European producers of power transformers

including Siemens AG and VA Technoloqie AG VA Tech
which Siemens acquired in July 2005 The German Antitrust

Authority Bundeskorteliomf has become involved ni the pro

ceeding arid is responsible for investigating those allegations

that relate to the Gernmrani market Power transformers are

electrical equipment used as malor components in electric

transmission systems iii order to adapt voltages On Octo

bar 2009 the Europearm Commission imposed fines totaling

67644 nrrllion on seven companies with regard to territori

al market sharing agreement related to Japan anal Europe

Siemens was not fined because it had voluntarily disclosed

this aspect of the case to the authorities The German Anti

trust Authority continues its investigation with regard to the

German market Siemens is cooperating with the German An

titrust Authority in the ongoing investigation

As previotrsly reported in April 2007 Sienir us AG arid forrrrer

VA Tech companies filed actions before tire European Court of

First Instance icr Luxemhurg against the decisions of tire Euro

pean Commission dated January 24 2007 to fine Smerrrens

and former VA tech companies tot alleged antitrust violations

in the European Market of high voltage gas insulated switch

gear between 1988 and 2004 Gas insulated switchgear is

electrical equipment used as major component for power

substations The uric ireposed ott Siemens AG amounted to

396.6 million and was paid by the Company in 2007 The tine

imposed ocr former VA Tech companies which Siemens AU an

quired in July 2005 arrrourrted to 622 million In addition
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former VA Tech companies were declared jointly liable with

Schneider Clectric for separate fine of 45 nulhnn In March

2011 the European Court of First Instance dismissed the case

regarding the fine nposed on Siemens AG and re calculated

the fines for the former VA Tech companies Cot user VA Tech

companies were declared jointly liable with Schneider Electric

for brie of 81 million Siemern AG and former VA Tar Li

companir have appealed the derision

In addition to these proceedings authorities in Brazil the

Crech Republic and Slovakia are conducting investigations in

to comparacle possible antitrust violations In October 2010

the High Court of New Zealant dismissed corresponding

harges against Siemens

In January 0lt the European Commission launi had as pm

vioosly repoited an investigation related to previously report

ad u1vcstigation uito potential antitrust violations involving

producers of flexible current iransmission systemi in New

Zealand and the including among others Siemens AG In

Apnl 2010 authorities in South Korea acid Mexico informed

the Company that similar proceedings had been initiated All

official investigations in connection with flexible power trans

mission systems have been closed Siemens had been cooper

ating with all authorities

As previously reported in October 1007 upon the Companys

appeal Hungarian competition court reduced admirristia

bce fines imposed on Siemens AG for alleged antitrust viola

tions in the market of high voltage gas insulated switchge sr

from EU VU nullion to 40110 million and from 40.640 nullion

Ia 110 million regarding VA Ten hnoloqie AG The Company

and the Competition Authority ho is appealed the decision In

November 1008 the Court of Appeal confirmed the reduction

of trio hires In Dceiirbei 1008 the Conrpotitivn Authority

based on alleged breaches of law filed an extraordinary ap

peal with the Supreme Court In cc ember 2009 Siemens AG

was notified that the Supreme curt had remanded the case

to the Court of Appeal with instructions to take new dcci

sian on the amount of the finer The extraordinary appeal

from the Competition Authrrity was rejected with legally

binding effect by the Court of Appeal in January 2010 ln April

2010 the Competition Authority filed another extraordinary

appeal wiih the Supierrie Court In April 2011 the Supremi

Court .uatained the extraordinary appeal of the Competition

Authority and remanded the cam br new decision to arroth

ci chamber of the Court Appeal In September 2011 the

Court of Appeal confirmed the omgirial administrative fines

Tins decision riot appealabhi

In September 2011 the Israeli Antitrust Authority requested

Siemens to present mt legal .iosition regarding an alleged anti

competitive annangrnierit between April 1988 and April 2001

in the held of gas insulated switchqear Siemens is cooperat

hsg with the aothorrty

In connection with the January14 2007 decision of the Euro

rican Commission regarding alleged antitrust violations in th

high voltage gas insulated cmwitchgear marker claims ace lie

mug made against Sic nens Among others claim was tiled

by National Grid Electricity Tranenussion Plc National Grid

with time Hiylm Court of Ercyland mnd Wales in Hover ibur 008

Twenty one companies have been named as defendants inn

eluding Siemens AC and various of its subsidiaries Natronal

Grid asserts claims in the cc greqate amount of approximately

1249 million for damages arid compound interest Siemen

believes National Grids claim to be without merit As his

cussed the Curopeen Commissions decision has been ap

pealed to the European Coomi First lnstarrr On lurce 12

2009 the High Court granted stay of tire proceedinga pend

inq belore it urrul three months after the later of tire outconie

of the appeal to the Etuoprmari Court of First Inst ance or my

subsequent appeals to tire European Court of Justi in June

2009 the Siemens defendants filed their answer to the coin

plaint and requested Nation al Gnids clauu to he rejected Ills

rovery is ongoing

As previously reported in November2011 the Greek Conipetm

non Authonty sean herb the premises of Siemens SA in Ath

ens in response to allegatiorn of anti competitive practices in

the held of telecommunication and security Smemnerir me coop

crating with the authonily

As previously nrponterJ in becernmber Jolt and in March 21111

the Turkish Amititnuct Autlronit icarchd the prarrirses vi sc

anal diagnostic companies including among othrens Siemens

Healthcaie Diagrros ik jean lirnrmted Sirketm inn Istanbul in ii

sponsc to allegations of anti corrrpetilive agreements Sic inenr

is cooperating with tire aotlmonmty

As previously reported on February 11 2010 the almmn Anti

trust Authority seached the premises of several health ire

ompanies among others those of Siemens ilealtlrcan Oman

nostics r.l amid Siemens S.p flie Investigation addresses

allegations of anti omnpet tive agneennrents mci nelatmomr to

tender of the procureiuenil entity for the public hrealthm are

sec ton ire the region of tarnpanua for the supply of medic

equipment in 1009 In May 1011 the ftc ran Antitrust Ar

tlionty sent Statement of Objectronrs to the companies or
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dee investigation which confirmed that the proceedings

against Siemens Healthcare Diagnostics Srl were closed but

accused Siemens SpA of having participated in an anti com

pEtitive arrangement On August 2011 the Italian Antitrust

Authority lined several companies including Siemens pA

for alleged anti competitive behavior The fine imposed on

Siemens p.A amounts to 1.1 million The company ap

pealed the decision

tn Septembir 2011 the Cornpetitio Commission of Pakistan

requestd tiiemnnrr to present its legal position reqarding an

alleged mit competitive arrangement since 2007 in the field

of transformers and air insulated switchgears Siemens is

cooperating with the authority

In October 2011 the local Antitrust Authority in Rovno

Ukraine notified UP Siemens Ukraine of an investigation into

anti ompetitive practices in corn ection with delivery of

medical equipment to puhlir hospital in 2010 Siemens is co

operating with the authority

As previously reported in June 2007 the Turkish Antitrusl

Agency confirmed its earlier decision to imnpuse fine in ai

amount equivalent to milhon on Siemens Turkey

based on alleged antitrust violations in the traffic lights mar

ket Siemens A.5 Turkey has appealed tins decision and this

appeal is still pending

OTHER PROCEEDINGS

As previously reported starting in Uecernber 2006 the Corn

pany and Qisda Corp formerly named BenQ Corp Taiwan

ese company were parties in an arbitration proceeding before

the International Chamber of Commerce ICC relating to the

purchase by Qisda of the Companys mobile devices business

in 2005 The parties subsequently resolved their disputes and

tipon Jomt request of the parties the ICC issued an Award by

Consent in March 2009

On November 2S 2008 Siemens AG and the insolvency ad

ministration of IlenQ Mobile GmbH Co OHG announced

that they had reached settlement after constructive discus

sinus that began in 2106 In the settlemnt agreement

Siemens AG agreed to gross payment oft 300 million which

was made in December 2008 As of Septeml er 30 2011 the

total net payment amounted to approximately 255 million af

ter taking into account he payments niade by the insolvency

administrator to Siemer

As previously reported Siemens AG is member of supplier

consortium that has been contracted to construct the nuclear

power plant Olkiluoto in Finland for Teollisuuden Voima Dy

TVO on turnkey basis Siemens AGs share of the consider

ation to lie paid tn ilie supplier consortium under the contract

is approximately 2% the other member of the supplier con

sortium is further consortium consisting of Areva NI AS
and its wholly-owned subsidiary Areva NP GmhH The agreed

completion date for the nuclear power plant was April 30

2009 Completion of the power plant has been delayed for rca

sons which are in dispute In December 2008 the supplier

consortium filed meguest for arbitration against IVO de

manding an extension of the construction time additional

compensation milestone payments damages and interest In

June 2011 the supplier consortium increased its monetary

claim it now amounts to 1.94 billion In April 2009 020 re

jected the damns and made counterclaims against the supplier

consortium These consist primarily of damages due to the de

lay amounting to approximately 43 billion based on an esti

mated completion of the plant in June 2012 with delay of 38

months Since then the estimated time of completion of the

plant has been further delayed which could increase the

counterclaims TVO has recently estimated in press rplease

that the start of the regular operation of the plant could be

postponed until 2014 The estimated completion of the plant is

currently under evaluation The final phases of the plant coin

pletion will require the full cooperation of all parties involved

As previously reported Siemens AG terminated its joint yen

lure with Areva S.A Areva in early 2009 Thereafter Siemens

AG entered into negotiations with the State Atomic Energy

Corporation Sosatoin Rosatom with view to forming new

partnership active in the conr tructron of nuclear power

plants in which it would be minority shareholder In April

2009 Areva filed request for arbitration with the ICC against

Siemens AG Areva sought an order enjoining Siemens AG

from pursuing such negotiations with Rosatom declaration

that Siemens AG is in material breach of its contractual obli

gations and reduction of the price payable to Siemens AG for

its stake in the Areva NP AS joint venture The Iinil award

of the arbitral tnburral was notified on May 19 2011 Accord

ing to this award Siemens had to pay Areva liquidated dam

ages of 4648 million plus interest Pursuant to the arbitral

award the disputed non compete obligation was reduced to

four years ending on September 25 2013

As previously reported Siemens is involved in power plant

conatrtiction project in the Unitcd Slates in which one of the

othei parties to the proect filed an arbitration proceeding in
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June 201 asserting material clauns against certain other par

ties to the project While no claims are being arsei ted against

Siemens in the arbitration at this me it is possible that such

claims againt Siemens may follow as matters progress

As previously reported OSRAM is party to number of patent

lawsuits involving Samsung group companies and LG group

companies On the one hand OSRAM has sued Sarnsung

group companies and lot LG group companies in the 05
South Korea Germany China and Japan for patent infringe

ments ar is requesting injunctions against unauthorized

use ot the assorted patents and in some cams impurt bdrls

and compensation In addition OSRAM has commenced pat

ent invalidation lawsuits relating to LG patents and Samsung

patents on tight Emitting Diode LCD technology in South

Korea and relating to patents on LEO technology in China

Samnsung group companies and or LG group compames have

on the other hand initiated patent invalidation lawsuits rd it

ing to OSRAM patents on LCD technology in particular white

EDs in South Korea Germany China and Japan In addition

Sarnsung group companies and/or tO group companies have

frld patent infringement lawsuits in various jurisdictions

such as the 12 South Korea and hina requesting injunc

lions against unauthorized use of tire asserted patents and in

some cases import bans and cci ipensation from OSRAM
The patent infringement lawsuits initiated by LG gioup corn

panics partly involve rliroct and indirect customers of OSRAM
OSRAM is defending itself in these lawsuits

In July 2008 Mr Abolfath Mahvi filed request for arbitration

with the ICC seeking an award of damages against Siemens

AG in the irnount of DM150 imlhon or the equivalent in euro

whit his approximately 17 million plus interest Mr Mahvis

ci urn isud uontrar mur mdi in l94 between

company that was then subsidiary of Siemens and two oth

or coinpar ies one domiciled in the Sermudas and the othei

ui Liberia Mr Mahvi alleged that lie is the successor in inter

est to the Beimudan and Libenan ompauies and that the

companies assisted Siemens AG in he acquisition of power

plant project in Bushehr Iran tJrr August 24 2010 the anbitra

non award was served upon Sreniens AG 1111 claims of Mr
Mahv were rejected The plaintilt iust beam the costs of the

at biti ation proceeding

In lirly 2008 Hellenic tblecorninun ations Organixatmon

01 filed lawsuit against Sieir ens AG with the district

court of Munich Germany seeking to compel Siemens AG to

disclose the outcome of its internal investigations with ro

spect to OlE OTE seeks to obtain iniorniarion with respect

allegations of undue uifluence id/or acts of bribery in con
niection with contrar concluded br tween Smemet

ii AG and

GTE from 1992 to 200 In May 2109 tJTE was granted accec

to the publi prosecutors files ii Greece At the end of July

2010 OlE expanded clairri and requested payment of darn

ages by Siemens AG of at least 45707 milbon to OTL for al

leged bribery payments to GTE employees Siemens AG is do

lending itself against the expanded claim

As previously reported Siemens A.E entered into sober ii

trdct agmeernient with Science Applications international Cur

pomation Delaware USA SAIC in May of 2003 to deliver and

irista 11 significant lom tion of sec unity surveillance system
the C41 project in advance of thc Olympic Gaines in Athena
Greece Siemens A.E fulfilled its obligations pursuant to the

subcontract agreement Nonetheless the Greek govemnnment
claimed errors related to the 41 System and withheld amount

for ab itemnent in double digit million range lurtheimorc

tli Greek government wrthreld final payment in double

digit million
range claiming that the ym stern had riot bt tn

finally an cepteml Although Siemnr Its Af is or contractu ii

party of the Greek qovernmne it under Siemens subcon

tract agreement with SAlt ncn paynient by the Greek govern
ment also has an economi effect on Siemens AS SAIL his

filed for arbitration continti all lire Greek government
claims arid its ability to withholrl payments the Greek State

filed inter alma motion to stay the arbitration in view of the

ongoing criminal invostig ttions conducted by the Greek pub

hc prosecutor This in ition was denied by the Arbitnal Tnthu

nal in July 2011 Resol tion of this dispute has been comnphc it

ed by public bribery and fraud allegations against Sremen
A.E in Greece which have resulted in extenm.rve rregative ore

dii
coverage onrerri rig

the 41 system

As previously reported In December 1008 the Polish Agent

of Internal Security AVIS remanded into custody an employ

cc of Siemens Health are Poland in connection with an rn

vestmqation regarding public terrier issued by tire hospital of

Wroclaw in 2008 Accc rding to the AWB the Sic mens employ

cc and the deputy hospital direrior were act tired of having

manipulated the tender procedure In October IL 11 the mnivcs

tiqationr was closed

Russian authorities are ndi cting widespread investig rtiorrs

regarding possible Ira idulerrt activities of rest Ilers and gov
rrimental of fir ials me iliirg pro men toot of merlic al equip

inent in tire public sector As is the cac with other provmrlera

of medical equipment 000 Smemnerim Russi hat received iii
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lire levels of the fair value hiorarcliy and its application to our Net losses on loans md receivables contain changes ins valua

financial assets and financial liabilities sri described below

Levi quoted puces in active markets for identical atsets

or liabilities

eve inputs other than quoted prices that are observable

for the asset or liability
either directly i.e as prices

or indiren tly derived from prices and

li inputs for the asset or liability that are not based on

observable market data

Nit gains losses of financial instruments are as follows

Net gains in 2011 and 2010 on available for tile financial as

sets inilude net gains on derecoqnition as well as impairment

losses The net gains on derecoqnrtion mainly comprise

01520 million disposal gain related to the tern unation of the

Areva NP joint venture foi further information see

for the ansaunt of unrealired sins or

osses on asculable for sale hoano issets recaguLad direct

ly equity during the fiscal year and the amount removed

from equity and recogni ed in net income for the fiscal year

sec line item Othei Comprehensive Income not of ix in

two allowances gains or losses on dereeogriition as well as

recoveries of amounts previoualywntten off

Net losses in fiscal 2011 and 2010 on finanisl hall tries nir

sured at arnorticed ott are omprised of gao or losses urn

derecognition and the iiir ffective pontio of fair value hedqe

Net losses in fiscal 011 and 2010 on financial assets and Ii

nancial liabilities held for trading consist of changes in thu

fair value of denivativu main tal instruments iniclud ng inter

est iilcuiise nd eaperise fui vvluclr liodgr sccuuntiriy is nor

applied

The amounts presented include foreiqn curiency ins and

losses froen the realuation and valuation of the financial

sets arid liabilities mentioned above

-iii

Siemens holds coUateial th can be sold or ne pledged in ab

soiree of default by lie owner the collateral mainly result

ing from reverse iepurrhae aqieeinents As of September

30 2011 and 2010 th fair value of the collateral held an iounit

ed to T421 million arid 042 rn lIon respectively As of Sip

teinber 30 2011 the right to sell or re pledge the collateral

has not be en cxeicised As of SLpternher 30 2011 and 2010

the carrying amount of linancirl assets Sieinenr has pledged

as collateral amounted to 565 million and 53/ rihhion no

spectively

Dc R/d IV fIt iat tl iffi

Jj Rltl

As part of the Cmpaiiys rsnnraigrnncrt pBogrBrr4 oanct5

of derivative financial instrumnemits is used to reduce risks ii

sultinq primarily from fluctuations in foreign cu rency ox

change rates interest rates and commodity pines for addi

tiommal nifoninatmon regarding the oinpany risk management

strateqios including the use derivative fmnaur iii mist mm

rnonts to mitigate or eliminate certain it thcsn ri see aLio

41r
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The lollowing table shows the periods in which the hedged

foroc ast transa tions or the fine commitments denominated

in foreign currency are expected to impact profit or loss and

theiefore the relating net deferred gains and lossi in lins

item Other compishen lvi sos not of tax will iwO

fled into line item Revenue or in item Cost of goods sold and

services rendercd

of As of Septembri 30 20t1 and 2010 thi

Corop ny hedged firm coirimoitinonts using foiergn currency

em flange conttarts that wore designated as hedging instru

ments in foreign currency fair value hedges of future sales so

toted rmnanly to the Companys project business and to

lesser extent future porchasts As of September 30 2011 and

2010 the hedging transaction resulted in the recognition of

finanr ral assets of 11 million amnI 417 million respectively

and financial liabilities of 47 million arid 14 million rospec

trvsly for the hedged firm coronulmerits Changes in fair val

no of foss ign cuirency exchange contracts resulted in iossr

ifs rnillron and losses of 415 million irs fiscal lOll and 2010

respectively those effects relate to gains from the valuation

of tim conirintinents of milhon and gains of 15 million

iespecmively fiorrym us f0is voluC vi th foioiyn sursency ox

changs contracts as well as urn comnrmotinents were r.orded

or line item Cost of goods sold and services rendered

INLEREST RATE RISK MANAGEMENT
Interest rite risk arises train thm mmaiiivity of financial assets

arid ltabulmlim to clrannt in market rates of interest The Crm

pany seeks to rmtigatc this risk by entering into interest rats

dirivatives such as interest rate swaps options crc ourrens

niters rate swaps interest iaN lutures arid forward rats

agmeomns nts For additional infer matton see

Derivafive fmancal metruments

not designated in hedging relatmnship

Starting with the first guartimn of fiscal 2010 the interest mats

risk management relating to the Group oxclumlin SFS husi

msos has boo real good wrl the firs ire mit roam kor or vii

ment Prides this portfolio based approach domivammvc tinan

ial instruments are used to man age interest risk actively rob

tOe to benOsmark consisting of medium term interest rate

swaps and interest forwards Compared to tho former interest

rate overlay management ho bonchmnark approach may no

suIt irs longer interest periods of derivatives and hig hot nomi

rral colonies the interest rate srmnstgorsiehr relating tu ii

SOS business romaine to be nianagod separately considering

tire term structure of SI financial asss Li arch liabilities on

portfolio basis Both approaches do trot qualify lot hedge me

mounting treatment nrinlem LAS 39 Financial Instruments Roe

ognmtron an Measurement Accordingly all interest rate fin

rrvativos hold in this relation are recorded at farm value orther

in brie items Other cuirena rianr ial assists/liahilrtis or in irne

stems Other fin ins ta assets liabilities and Oranges in tire lair

values are charged to line toni Other fmarrcial income ox

pence net Net cash recoipts arid payments melatir
rj

to inter

cit tate swaps used in offsetting relationships are also second

odin line item Othon financial income expense riot

Fair value hedges of fixed rate debt obligations

Under the interest rate swap agm esinmsnrs outstand ng during

the years ended September 30 2011 arid 2010 the Cornpa ry

has agreed to pay variable rate of interest rnultrplied by no

tiunal principle amount arid receives in return an amount

equal to spar tImed fixed mats if interest mninlttpt id by Lii

same rim tional prin ipal amount These interest nato swats

agrecmente offset an unpact if futoro changes rn mite en

rates on the tarn value of the underlying fixed mate debt of figs

tiuiis The intceat rite swap tom tracts are recorded at as sal

oe in tire Companiyc Consolidated Statemnsensts of Financial Pc

sition and the related pomticnr of lrxed rate debt being hedged

is recormfed at air am sourit equ to tire sunr of its anmymn

annourrt plus an adustrrient repsesomrtirsg the hrarrge iii farm

valus of the debt obligations attributable to thin tons 51 nate

nmsk being hedged hansges ins LIre fair value of ii tenes ate

swap contracts arid LAm offsettrmsg flingss ins this
rdji

s5

arrymnrg amount of he reINed portion affixed rate dcbt he

imrg Isemlged are recognized rn litre itemni Other financial mm acne

expense trot in the Comrsohd ated St stemmiemsts of lnrcomnie Ad

Iostnirsnts in the ma nying amount of the nleht obligations mc

soiled rim gamnr
of 181 inn Iron ariml loss of 498 no llmon in

fiscal 20 11 amid 2010 respectively Ounrrtg mire sarrre pensonl ii

sac



rolated swap agreemonts resulted loss of 189 million and

gain of 1521 million iespectiveIy Therefore the net effect

recognized in line item Other financial income expense net

representing the ineffective portion of the hedging relation

ship amounted to million an 13 million in fiscal 2011

and 2010 respectively Net cash receipts and payments relat

inq to such interest rate swap agreements are recorded as in

terest expense

The Company had interest rate swap contracts to pay variable

rates of interest of an average of 3% and 08% as of Septem

her 30 2011 and 2010 respectively and ieceivod fixed rates of

interest aver ige rate of 3% and 3% as of September 30

2011 and 2010 respectively The notional amount of indeht

edness hedged as of September 30 7011 and 2010 was 12584

million and 115299 tnilhon respoctively This changed 91%

and Y% of the Companys underlying notes and bonds from

fixed interest rates into variable inrterert iates as of September

30 2011 arid 2010 respectively Tho notional amounts of these

contracts mature at varyinq dates based on the maturity of

the underlying hedged items The net fair value of interest

rate swap contracts excluding accrued interest used to

hedge indebtedness as of Septernbr 30 2011 and 2010 was

1360 million and 1665 million respectively

Cash flow hedges of revolving term deposits

In fiscal 2010 the Company applied cash flow hedge accounn

ing to revolving term deposit 10 offset the effect of future

changes in interest payments of this revolving term deposit

the Company had entered into an interest rate swap agree

ment to pay variable rate of inteiest arid to receive speci

fled fixed rate of interest When he swap contract ended in

June 2010 cash flow hedge accounting was terminated As

long as hedge accounting was app led the interest rate swap

contract was reflected at lair valor ind the effective pornori of

changes in fair value were recorded in line item Other corn

prehensive income net of tax while any ineffective portion of

changes in fair value was recognired in profit or loss In fiscal

2010 the cash flow hedges of nevo virig term deposits did not

result in any ineffective poition to lie recognized in profit or

loss Net cash receipts and payments relating to such interest

rate swap agreements were recorded as interest income

Cash flow hedges of variable rate term loan

As of Septerriber 30 2011 and 2010 the Company applied cash

flow hedge accounting for 50% of variable rate 05$ biflinu

term loan In benefit from the lriw interest rates in the U.S

the Company enteied into interest rate swap agreeirients to

pay fixed rate of interest and to receive in return variable

rate of interest These interest rate swap agreements offset

the effect of futuie changes in interest paynierits to be made

for the underlying variable rate term loan The interest rate

swap contracts are reflected at fair value arid the effective

portion of changes in fair value of the interest rate swap con

tracts that were designated as cash flow hedges are recorded

in line item Other comprehensive income net of tax any met

fective portion of changes in fair value is recognized in profit

or loss In fiscal 2011 and 2010 the cash flow hedges of the

variablerate term loan did not lead to any ineffective portion

to be recognized in profit or loss Net cash receipts and pay

ments relating to such interest rate swap agreements are re

corded as interest expense

flre following table shows the periods in which the hedged

interest payments are expected to inipact profit or loss and

therefore the relating net deferred gains and losses iii line

item Other comprehensive income net of tax will be reclassi

fled into line item Interest expense

COMMODIIY PRICE RISK MANAGEMENr

As described in the

Company employs commodity derivatives in order to mitigate

or eliminate price risks from the procurement of commodities

Derivatwe financial instruments

not designated in hedging relationship

The Company applies portfolio approach to manage the Corn

panywidr risks associated with fluctuations in commodity

prices from firm commitments arid forecast transactions by

oritermcj into comrriodity swaps and commodity options As

such strategy does not qualify for hedge accounting treat

mont ruder lAS 39 Financial Instruments Recognition and

Measurement the derivative financial instrumcnts are record

ed at fair value on the Consolidated Statements of linancial
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Position either in line items Other current financial a$sets ha

hilities or in line items Other financial assets/liabilities and

ch nges in fair values are charged to net income loss

Cash flow hcdgmg acfivities

Suice lone 2010 the Companys orpotate piocurement ap

plies cacti flow hedge accounting for certain firm commit

monte to purr has copper Change in fair value of the swaps

which are used in the hedging relationship ate recorded as

follows the portion of the fair value changes that is deter

mined to be an effective hedge is recognized in line item 0th

or comprehensive income net of tar whereas the ineffective

portion of the fair value changes is recognized in profit oi

loss As of September 30 2011 and 2010 there was no ineffec

tive portion that nad to ho recorded in profit or loss In fiscal

2011 and 2010 no gains or losses were reclassified horn line

iteiri Other oinprehensive income net of tax into line item

tost of goods sold and services rendered because the ocr or

retice of the related hedged forecast tiansar tion was no Ion

qer probable The development of line item Other comprehem

vim orconie net of tax resulting from changes in fair valor of

these tiansactiorir as well as front amounts that were ro

moved arid included in profit or loss is presented in

IliC expected that C25 noilien of net dc/c rred losses in lute

itt in Other comprehensive income net of tax will be meclassi

fled into lme item Cost of goods sold and services renderod in

Mcli 2012 when the consuinptior of the hedged commodity

purchasec is recognized in line item Cost of goods sold and

serviceS ieuclerrd As of Soptemb 30 2011 the maxirnuni

length of tune over which the Company is hedging its lutui

commodity uurchases iv 35 nionthi

Siemens firranu risk management is air integral part of how

to plan and eYerute its husiness strategies Siemens financial

risk manag mont policy is set by the Managing Board

Siemens orqanintionaf arid accountability structure requires

ccci of the respective tnanaqcmnents of Siemens Sectors Pi

nancial Services Cross Sectoi Services regional lusters and

Corporate arts to mipleinemit financial risk managenicnt pro

grams that are tailored to their spesilic industries arid respen

sibelities wt ile being consistent ttr the overall policy estab

haired by the Managing Boatd

Increasing market fluctuations ray iesolt iii significant ishi

flow and ear rungs volatility ink for Siem ens he ompariy

operating business as well as its investment and financing ac

tivitics are affected by changes in foieign exchange rates in

rest rates commodity prices and erfuity pro es In order to

optimize the allocation of the financial resourcts act as th

Siemens segments ad entities as well as to secuce an opti

mat return for its shareholder Siemens identifies irialyzr

and proactively manages the associated financial market

risks The Company seeks to manage and control these ri km

primarily through its regul operating and financing activi

ties afld riSeS deuimtive financial mrisuornenrs when deemed

appropriate

Within the various inethocologmes to analyze and irmarm age

risk Siemens has implemented systeni based on parame tic

variance ovaniance Value at Risk VaR The VaR methodology

piovides quantification of market risks based on histonim

volaulities and conic lations of tire diffe tent risk factors unile

the assumptions of tire parameti ic variant covark nrc Value

at Risk model The VaR figures ace calculated based on

historical volatilities and correlations

ten day holding peiiod and

99 confidence evel

for foreign currency exchange rate tisk interest rate rink

commodity price risk arid equity snice risk as disrursed below

Actual resulti that are included in tire Consolidated State

monte of Income or omesolidated Statements of Conipreheri

sive Income may rb/f subtanttally horn VaR figu us due to

fundamental conceptual dif erences the Consolidate State

ments of Incoirie and Consolidated Statement of Coniprehen

awe Income am piepared hr accoidairri with tlR3 the Vk
figures are the output of redO with pumely financial per

spectmve and represent the potential financial loss wh cli will

riot be exceeded within ten days write probability of 995%

The concept of VaR used for automat management of thc

treaury activities

Although Vail is err onpomtant tool for measur rig
tnrmket nk

the assumptions on whictr the model ha eel give ri to

sonic limitations including lie following tori day holding

period assurnez that it is poasible to dispose of tire ndc rtyinq

positions within this period Wlnle iris is considered to me

me alistmc assumption ire almot all cases it
iiray not he valid

vi Iv



during prolonged periods of severe market illiquidity 99.5%

onfidence level does not reflect losses that may occur be

yond this level There is 5% statistical probability that loss

cc could exceed the calculated VaR The use of historical data

as basis for estimating the statist behavior of the relevant

markets and finally determining the possible range of the lu

ture outcomes on the basis of this statistic behavior may not

always cover all possible scenarios especially those of an ex

ceptional natuie

Any market sensitive instruments ncluding equity and inter

est bearing investments that our Companys pension plans

hold are not included in the following quantitative and quail

tative disclosures For additional information see

SF5 holds minor

trading portfolio which is sub ect to strict limits As of Septem

bei 30 2011 and 2010 respectively it had VaR close to zero

Foreign currency exthange rate risk

Ir ci rcti ii ci Is ii for iqr ccii

cxci ig alt ii nrc qerr

3iemens international operations expose the Company to for

eiqn curienci cxc 1iange Iate risks particularly regairling lilac

tuations between the U.S dollar and the euro in the ordinary

course of businc ci the Company employs va loris strategies

discussed below it volving the use of derivative financial iii

struments to nutigate or eliminate certain of those exposures

Foreign currency exchange rate fluctuations may create un

wanted and unpredictable earnings and cash flow volatility

Ear Siemens unit conducting business with international

ounterpartiet thai leads to future cash flows denominated in

currency other than its functior al currency is exposed to

risks from changes in foreign currency exchange rates For

eign currency exchange rate exposure is partly balanced by

purchasing of goods commodities and services in tho respec

tive currencies as well as production activities and other con

trthutions along the value chain in the local markets

Operating units are prohibited from borrowing or investing in

foreign currencies on speculative basis Ir tercompany fi

nancing or investments of operatlriq units are preferably car

ned out in their functional currency or on hedged basis

Siemens has established foreign currency exchange rate risk

management system that has an established track record for

years Each Siemens unit is responsible for recording assess

ing monitoring reporting and hedging its foreign currency

transaction exposure The binding guideline for Siemens Divi

sions and entities provides the concept for the identification

and determination of single net foreign currency position

for each unit and commits the units to hedge this aggregated

position within narrow hand of at least Ib% but no more

than 100% of their net foreign currency position In addition

the guideline provides framework of the organizational

structure necessary for foreign currency exchange rate risk

management proposes hedging strategies and defines the

hedging instruments available to the entitietu foreign curren

cy exchange contracts foreign currency put and call options

and stop-loss orders If there are rio conflicting country specif

hi regulations hedging activities of the operating units are

transacted internally with Corporate Treasury I-Icdging trans

actions with external counterparties in the global financial

markets are carried out under these limitations by Corporate

Treasury this includes hedging instruments which qualify for

hedge accounting

Siemens has Companywide portfolio approach which gen

orates encfit from
arty potential offset of diveigent cash

flows in the same crirrPncy is whil as optinmxcil ciocisal hnn

costs..For additional information regarding the effect of this

Company-wide portfolio approach on the Consolidated Finan

rid Statements as well as for discussion of hedging activi

ties employed to mitigate on eliminate foreign currency cx

change rate risks see

The VaR relating to foreign currency exchange rates is calcu

lated by aggregating the net foreign currency positions after

hedging of the enuues As of September 30 2011 the foreign

currency exchange rate risk based on historical volatilities

and correlations tell day holding period curl confidence

level of 95% resulted in VaR of E23 million compared to

VaR of 529 million in the year before Ihe prior-year amount

has been adlusted in order to take into consideration the mod

ified principles with regard to foreign currency exchange raie

risk management Changes in euro values of tulitre cash flows

denominated in foreign currency due to volatile loreigri cur

rency exchange rates inighr influence the unhedged portion

of revenues but would also affect the unhedged portion of

cost of materials Future changes itt the foreign currency cx

change rates cart impart sales prices and may load to margin

changes the extent of which is determined by tlina nat hing

of forcigri currency ieveuues and expenses
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Sienreris defines foreign cunency exchange rate exposure

generally as ite ins of the Consolidated Statement of Financial

Position in addition to thin commitments which are donor ii

nated in foreign curieni irs as wc II as foreign currency do

nomirria ed cli inflows and rae outflows from forecast

transactions for the following three months Tins foreign cur

rency exchange rate exposure is determined based on the cc

spective functional currencies of re exposed Siemens enti

ft fore ig
Ia

Many Siemens subsidiaries are located outside the eurozone

Since the financial reporting currency of Siemens is the euro

the Irnaircial statements of these aubsidianes are translated

into euro for the preparation of the Consolidated Financial

St steircent of Siemens To conside the effects of foreign cur

roncy tranrl ition in the risk management the general as

sure ptiorr is that investments in foreign based operations arm

perrnaneiit and that reinvestment is ntinuous Effects from

foreign currency ex hariqe rare fluctuations on the translation

of riot asset aniounts irrtc euro are eflemted in the Company

onsohdated equity position

Interest rate risk

Siemens interest rate risk exposur is mainly related to debt

obligations hke bonds loans commercial paper and interest

boa inq deposits and investments aremens manages this risk

usi th nvative frtranr ial iristrurne nb which allow the Corn

pony to Ire dgr fair value changes by wapping fixed rates ci

interest into vanable raPs of interest In order to optimize the

onipanys positron with regard to rrit crest income arid inter

oct exprnces and to manage the overall financial interest rate

risk with spcct to valuatroit risk affecting profit and loss arid

ecorrolriic risk of changing interest rates Corporate Treasury

perforirrs euirrpr
4irrsivn curpurote iirneresn rtv irvin unur

aqernenf under which the interest rate risk relating to the SF5

business and to the remaining group are inatraged separately

For additional information see

II there trc no conflicting count specific regulation all

Suer cons segments and entities generally obtain any required

linancirrq through Corporatr Treasury form of loans

intcrcomnpam clearing accounts the caine concept is adopted

for deposits of cmli generated by the units

Anrriniirg Inseorical volatrlities md orrr lotions ten day

hhrhinrg period md tonfideric ewil of 99 Plo the intere0i

rate VaR was FOE mrllron as of Septombr TO Oil deco acing

from the comparable value of 07 million as of September

10 2010 This interest rate nirk results prinmarily from euro arid

dollar denominated lono ternm fixed rate debt obligations

and intorestbeaminiig investments the decrcasm of VaR me

fleets primarily red cod interest rote risk relating euro in

connection with outstanding debt obligation0 and irwest

mnents as well as derivative financial iristru nents used to

manage arid optimize tire ompanys interest rate risk For ad

ditional inforinratiori tee

Commodity price risk

Siemens production operations expose thr Company to van

ous omrmnnodity price risks in the ordinary course of business

Especially in the Scm ors Industry and Ineigy continuous

supply of copper wa necessary for the operating activities

Corrimodity loire risk fluctuations may create rmwcirred md

unpredmetable eamiring and cish ow volatilmty ompai

einpk ye various strategies discussed below imrvolvnig the

of derivative fmmrancmcl mnstmuments to nrmttgate or elmnnirrai.c

certain of those exposures

Siemens bias estabhisk ed commodity price risk inanagerneri

system to reduce eariungs anti rash 11mw volatility Emit

Siemens umnt is responsible for rem ordinq assessing monitor

mg reporting arid hedging its risks from forecast and perrdrrirf

ornmudity pernchase transaction cornniodity price risk cx

posure the binding guideline for Siemens Divisions and cmi

titres developed by Corporate Supply hour Management

Depaxtrrienrt provides the concept for the idermtrfication and

determinatiorr of tire omrnodity price risk exposure and tm

omits tire units to hedge ml within narrow band ol 15% to tOOT

of the conrmodity pm cm risk exposure in the product busrrre

fun urn Lureu1 md tlr ubso quurrt n.tolr
Lw rrd 95Sf iv Ibirli

of time commodity price risk exposure in tire pnoe busines

after neceipt of order

the aggregated cormrrrrodmty prim risk exposure is hedged

with external onntempantres crough dm mivutive fmnanm eel

hrndqrrrg mrietrtrnrcrmts by orporaie Treasury Derivative fmmc inn

mal hredgrnq instruments designated for hedge n.mccoummtm ig

are directly entered into with external countorpantic Add

tnonally Siemens applies tomnpamny side portfolio apj cci mcli

which gonerater bemrefit from optrmnmzing the Conrpa cys p0

itron of the overall nanciai comnrmnodity price risk Fo addi

tmun el mnfommriatron meqarding tire effect of thmo Comnp riry
wido

portfolio approac oil the Cc nsolidatm lmnon ial St atemnmn nit



as well as for discussion of hedging activities employed to

mitigate or reduce commodity price risks see

tjsiriq historical voIatilitiei and it itions ten day holding

period and confidence level of 99 5% the VaR which corn

prices the net position of commodity derivatives and the corn

modity purchase transactions with price risk was million

as of September 30 2011 compared to million as of Septem

her 30 2010

Equity price risk

Siemens investment pomtfolio consists of direct and indirect

investments in publicly traded companies held for puiposes

other than trading The direct participations result mainly

from strategic partnerships or comuensation from MA trans

actions indirect investments in fund shares are mainly trans

acted for financial reaso is

The equity investments are monitored based on theii current

market value at It oted primarily by fluctuations in the volatile

technology related markets worldwide The market value of

Siemens puitfolio iii publicly t1adcd companies as of Scptem

her 30 2011 was 516 million compared to 138 million as of

September 30 2010

Based on historical volatilities arid correlations ten day

holding period and confidence level of 99.5% the VaR as of

September 30 2011 of Siemens equity investments was 63

million cerripared to 13 million the year before

Both changes the increase in market value arid the increase

in VaIl relate mainly to 12 million shares newly issued by

AtuS with five year lock up comnutment rer eived from AtoS

in connection with thr divestment of Siemens IT Solutions

and Services For further information regarding this tiansac

lion see

Liquidity risk

Liquidity risk results from the Companys potential inability to

meet its financial liabilities for he scttlernent ot its finami

cial debt or for ongoing cash requirements from operating cc

tivities itt addition to having imp cmented effective working

capital and ash management Siemens mitigates liquidity

sk by am mdnyed boi rowiig facilit1es with highly rated fman

cial institutions via medium term notes program and via an

established global commercial paper program Liquidity risk

may also be mitigated by the Siemens Bank GrnbH which was

established in December 2010 The Siemens Bank increased

the flexibility of depositing cash or refinancing by using Euro

pean Central Bank accounts For further infommatirmn regard

irrq
short and long teiu debt see

In addition to the above mentioned sources of liquidity

Siemens constantly monitors funding options available in the

capital markets as well as trends in the availability and costs

of such runding with view to maintaining financial flexibili

ty and limiting repayment risks

The following table reflects all contractually fixed payrnffs lot

settlement repayments and interest resulting from recog

nized financial liabilities as well as from irrevocable loan corn

mitments It includes expected net cash outflows from deuva

tive financial liabilities that are in place as per September 30

2011 Such expected net cash outflows are determined based

oti each particular settlement date of an instrument The

amounts disclosed are undisrounted net cash outflows for the

respective upcoming fiscal years
based on the earliest date

on which Siemens could be required to pay Cash outflows for

financial liabilities including interest without fixed amount

or timing are based on the conditions existing at September

30 2011
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CredIt risk is recorded and monitorcd on an ongoing basis ap

plying different approaches dependent on the underlying

product Central systems are used or ongoing monitoring of

couriterparty usk In addition SIS uses own systems for its fi

nancing activities There are also number of deeentializrd

tools used for management of individual credit risks within

the operating units central IT application processes data

from the operating units together with rating and default in

formation and calculates an estimate which may be used as

basis for individual bad debt provisions In addition to this au

tomated process qualitative information is considered in

particular to incorporate the latest developments

To increase transparency with regard to credit risk Corporate

rieasury has established the Siemens Credit Warehouse to

which numerous operating unIts from the Siemens Group

regularly transfer business partner data as basis for con

tralized rating process In addition umeious operating units

transfei their trade receivables with remaining term up to

one year along with the inherent credit risk to the Siemens

Credit Warehouse but remain responsible for servicing activi

ties such as collections and receivables management The

Siemens Credfi Warehouse activel hentifies quantifies arid

nianages the credit risk in its portfolio such as by selling oi

hedging exposure to specific customers countries and indus

tries In addition to an increased transparency with regard to

credit risk the Siemens Credit Warehouse may provide Siemens

with an additional sour cc of liquidity md strengthens Siemens

funding flexibility

The maximum exposure to credit risk of financial assets with

out taking arcmunt of
arty

collatei sl is represented by their

carrying amount Credit risks arising froni irrevocable loan

cornniitments are equal to the expected futuie pay of fs result

ing from these commitoients Credit risks arising from credit

guarantees aie described in

There were no significarm concentrations of credit

risk as of September 30 2011 and 2010

Conccrnirig trade receivables arid other receivables as well as

other loans or receivables included inn line item Other finan

cial assets that are neither impaired nor past due there were

no indications as of Seplember 30 2011 that defaults in pay

mont obligations will occur As of September 30 2011 and

7011 there are rio financial instrumcnts that are past due but

not impaned Tor further rnformaton regarding the concept

for the deternnnation of mllowa ices on receivables see

Sharmbased payment awards at Siemens including Bonus

Awards Stock Awards Stock Options the Share Matching

Program and its underlying plans as well as the Jubilce Sbaie

Program are predominately designed as equity settled plans

and to limited extent as cash settled plans It pai ticlpatmg

Siemens companies cease to be part of the Siemens Group

they are rio longer eligible to participate in future st are based

payment awards at Siemens In such cases the participating

Siemens companies have the irght to settle the share based

payment awards prematurely Total pietax expense for sharm

based payment recognized irs fine item Income Irons continu

ing operations amounted to 14B million and 1l9 million

in fiscal 2011 arid 2010 respectively and refers primarily to

equity settled awards including the Companys Base Share

Program

STOCK AWARDS
The Conipany grants stock awards and phantom stock as

means for providing share based compensation to members

of the Managing Board members of the senior management

of Siemens AG and its domestic and foreign subsidiaries and

other eligible employees Stock awards are subject to four

year vesting period for awards granted up to fiscal 2007 and

three year vesting period for awards granted thereafter Upon

expiration of the vesting period the recipient receives Siemens

shares without paynient of consideration Stock awards are

forfeited if the grantees employment with the Company tei

minates prior to the expiration of the vesting period During

the vesting period grantees are not entitled to dividends

Stock awards may not be transfermed sold pledged or othen

wise encumbered Stock awards may be settled lot newly is

sued shares of common stock of Siemens AG treasury stock

or in cash The settlement method will be determined by the

Managing Board and the Supervisory Board

Sach fiscal year the Company decides whether or not to grant

stock awards Stock awards may be granted only once year

within Ihirty days following the date of publication of the

business results for the previous fiscal year The Supervisory

Board deudes annually after the end of each fiscal year how

marry stock awards to grant to the Managing Board and the

Managing Board decides annually how many stock awards to

grant to members of the senior management and eligible em

ployees of the Company
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JUBLLE SHARE PROGRAM

Under the Jubilee Share Program ehgible employees of

Siemens AG and participating domestic Siemens companres

receive jubilee shares after having been contmuously em

ployed by the oinpany for 15 and 40 years vesting pcnod

respectively Generally settlement of jubilee grants is in

shires Jubilee shares are measured at fair value considering

biometncal factors The fair value rs determined as the maiket

price of Siemens shares at grant date less the present value of

dividends expected to be paid during the vesting period for

which the employees are not entitled to The weighted aver

age lair value of each jubilee shar granted in fiscal Ion mi

the 15 and the 401 anmuveisary is 51 39 and 444 18 respec

tively based on the number of shares qianted The weighted

average fair value of each jubilee share granted adjusted by

biometrical factors considering fluctuation is 29 24 and

42 14 respectively in fiscal 1011 The weighted average fair

value of each jubilee share granted rn fiscal 2010 for the 2511

and the 40 anniversary is 43 arid 3954 respectively

barr or ir number of shares granted The weighted aver

age fair value of each jubilee share granted adlusUd by bio

metrical factors considering fluctuation is 29 40 mid

40 rcvictively icr tieral 2010

In fiscal 2011 arid 1010 49 million arid 45 million jubilee

shares were granted 018 million and 06 million were trans

ferred 011 nnllion and 18 million forfeited resulting in an

outstanding balance ot mill on and Sc million jubilee

shares as of September 30 lOll and 1010 Considering blo

rrretilr al factors 355 million am 169 million jubilee shar

ar expected to vest is of September 30 2011 and 1010

STOCK OPTION PLAN

2001 Smmens Stock Opuon idan

At thc Annual Shareholders Meetmcj on february 22 1001

shareholders authorised Siemens AG to establish the 2001

Siemens ock Option Plan making available up to 55 mnilliorr

options The option grants weri scibject to two year vesting

period ifter which they could he exercised for period of up

to three years 11cr exercise prii was equal to 120% of the ref

erence price which corresponded to the average opening

market price of Siemens AG mien ig ti live trarlirrg days pie

cedurg the elate of the stork opturr grant However sri option

ccrulcl only be exercised if tire rradirrg pro of tire Companys

shares had reached performance target which was equal to

tire exercise price at least ormre during tire life of tire option

The terms of the plan allowed tie Company at its cliocretior

upon exercise of the option to offer optnonees settlemerrr

tire options in either newly ssurd shares of eomnnron stork ol

Siemens AG Irons tire Corrditiormsi Capital reserved for this

purpose treasury stock or cash The alternatives offered to

optionees had been determined by the Managing Board in

each case as approved by se spervisory Board Cornpe nsa

hon in cash was equal to the difference between tire exercise

price and the openiirg market price of tire Companys stock on

the nay of exercising the st ck options

Tire issuance of stock options to rneorbers of the Managing

Board on or after October 1003 has been subiect to the pro

viso that the Supervisory Bcird could re trrct the stock option

exercise in the event of ext aordinary unforeseerr clranqem rim

the market price of the Siemens shari Ihose restrirtiom

could reduce the number of options exercisable by each Board

Member provide for air exercise in cash for constricted

anrount only or sus enrd tIre exercise ot the option cmtl Urn

extraordinary effects on the share price have ceased Tire arm

value of the options had riot been adjusted for effects mcsult

org from such mestnctiorrs Re asonable estimates ocild not be

made until it had bcerr probable that such adveise events oc

cured Sirrce it hart been not possible to reliably estimate the

fair value of those optiorrs at the grant date compensation

costs had been dde ruined based on the current intrinsic vii

ue of the option until the date at which tire nurmrber shar vi

to which Board mnrenrber was entitled to arid timer exerene

price wds determinable Upon that date fair value had been

determrminecl in accordance wntlr the fair value recognition pro

sions of lURS Share Based Psyrnrenn hired on air appnopn

ate am value optiorm pricing model

The autlsomrW to mtributc optons under tire 2001 Siennnerri

Stock Optnonr Plain expired on Deceomber 13 1006 Accordingly

no further options were granted under this plan

ihe exercise perioo for the outstanding options expired triPs

ci 1011 Hence there were no options outrtarmnjrr and excn

Gable as of September 30 2011 Details on option none

activity amid wnrrglmted average exercnsc pnnr
ci for tIme years

end September 1013 and 1010 ire is follows
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ed for under the equity method or at cost and current avail

able for sale financial assets which are not allocated to Set

tor SFS CMPA SHE Corporate items or Corporate Freasury

For strategic reasons as of September 30 7011 and 2010 NSN
OSH and EN are among others reported in Equity Invest

merits see

for further information

Financial Services SF5
Financial Services provides variety of financirl services and

products both to third partiea and to other Siemens entities

and their customers

RECONCILiATION TO
CONSOUDATED FINANCIAL STATEMENTS
Recent iliation to Consolidated Fina icial Statements contains

businesses and items not directly re ated to Siemens report

able segments

Centrally managed portfolio activities

Beginning with fiscal 2010 Segment information includes

line item for centrally managed activities generally intended

for divestment or closure In fiscal 2011 and 2010 it primarily

includes activities reman ing from divestments and discontin

nod operations such as from Siemens IT Solutions and Servic

es and from the former Corn busins ss as well as effects from

EA sold in the second quarter of he ml 2011 For further rnfor

mation see

Siemens Real Estate SRE
Siemens Real Estate owns and manages the Siemens real cc

tate portfolio and offers range of services encompassing real

estate development real estate disposal and asset manage
merit as well as lease and seivicos management SHE corn

pleted the project of bundling Siemens real estate at the end

of fiscal 2011 In fisc4l 2011 and 2010 assets with cairying

amount of 489 million and 872 million respectively were

transferred to SHE under multi year program to bundle

Siemens real estate

Corporate items and pensions

Corporate items and pensions iruludis corporate charges

such as personnel costs for corporate headquarters corporate

projects ond non nperating investn cuts or results of coipo

rate relatod derivative activities and costs for carve out activi

ties managed by corporate which are charged to the respec

five segment when the disposal gain or loss is realized or

when the activities are classified as discontinued operations

Pensions includes the Companys pension related income cx

pense not allocated to the segments SHE om Centrally man

aged portfolio activities

Commencing fiscal 2011 infrastructure costs previously re

ported in Corporate items are allocated to the segments SHE

and Centrally managed portfolio activities costs for corporate

management and corporate technology remain in Corporate

items Prioryear amounts are reported err comparable basis

Eliminations Corporate Treasury

and other reconciling items

Eliminations Corporate Treasuiy and other reconciling items

comprise consolidation of transactions within the segments

certain reconciliation and reclassification items and the rctivi

ties of tIre Companys Corporate Treasury It also includes in

terest income and expense such as for example interest not

allocated to segments or Centrally managed portfolio activi

ties referred to as financing interest interest related to Con

porate Treasury activities or resulting consolidation and rec

oncmliation effects on interest

MEASUREMENT SEGMENTS

Accounting policies for Segment information are generally

the same as those used for Siemens which are described in

Lease

transactions however are classified as operating leases for

internal and segment meporting purposes Corporate overhead

is genem ally not allocated to segments except Ion entral in

frasti ucture costs which are primarily allocated to the Sectors

Intersegment transactions are based on maiket prices

Profit of the Sectors and of Equity Investments

Siemens Managing Board is responsible for assessing the per

formance of the segments The Companys profitability inca

sure of the Sectors and Equity Investments is earnings before

financing interest certain pension costs and incomno taxes as

determined by the chief operating decision nnalcer Profit

Profit excludes various categories of items not allocated to

the Sectors and Equity Investments which management does

not regard as indicative of their performance For fiscal 2010

Company management approccd special remuderation

presented in Corporate items which was primarily allocated to
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the Sectors in fiscal 2011 Profit represents performance

measure br used on operational success excluding the effects

of apital market financing issues for financing issues regard

rug Equity investments see paraqiapti below The major cate

gortac of in exri dad from Profit are presented below

inancinq interest excluded from Profit is any interest in

come oi expense ther than interest income related to recerv

ables from customers from cash allocated to the Sectors arid

Equity Investments and interest expense on payables to sup

pliers Borrowing costs capitalized as part of qualifying long

term prolects are not part of fin inc lug interest tfinaneing in

teir St ii excluded from Profit because decision making regard

inc finanung is typirally made at the corporate level quity

Investments include interest and impairments as well as cc

versals of imp urments on long term loans granted to invest

inents reported in Equity Investments primarily NSN

Similarly decision making reqardnig essential pension iteiris

is done centrally Accordtnqly Profit primarily includes

amounts related to service cost of pension plans only while

all other regularly recurring pension related oats including

clwgm tor the iermrrr pension insurance association arid

plan adrriinistcation costs are icluded in line item Corpo

rate items and pensmons urtaili rents are partial payhack

with regard to past ac ivice cost that affect Segment Profit

Furtherrriore inc ome taxes arc excluded from Pro lit since in

come tax is sublect to legal structures which typically do not

correspond to the structure of the segments

he effect of certain littgation and compliance issues is ex

eluded from Profit il such in iris are riot indicative of the

Sectors and Equity Investments performance since their to

lated reviilts of operations may be distorted by tue arniount

and the ureqular nature of such rrverits This may also be the

ace for items that refer to more than one reportable seq

meut SRI and or Centrally managed portfolio activities or

have corporate or central character

Bcginnit with fiscal foil cential infrastructure costs whnc

ware formerly reported in Corporate items are allocated pri

manly to tire Sectors The total amount to ho allocated is dc

irrirried at thi beginning of the frscal year and is ntiargcd in

equal installments in all four quntems Prior period segmi nt

intopptinn is repnrred no ninparable basis

Profit of Equity Investmenh mainly comprises income loss

from investme its presented in Equtty Investrnentm such

the share in the earnings of associates or dividends from in

vestrneirts riot ounted for idar the equity method in

ionic loss from the sale of interests in nrivestrnt nts impair

merit of investments arid reversals of impairments It also in

eludes interest and impairments as well as reversals of impair

ments on long term loans granted to investments reported iii

quity Investments primarily NSN

Profit of the segment SF5

irotit of too segrrient iFS is Income bi fore iricont td2wc In

contrast to performance measurement principles applied to

the Sectors and Equity Investments mntrrect income arid ox

penac is an important source of revenue arid xpense of 915

Asset measurement prmuples

Management detertr med Assets as measure to asset capt

tal intensity of the Sectors rud Cqurly Investments Net capi

tal employed its dffnnition orresponcls to ti Profit inc

sure It is based on fotal issets of the Consolidated State

merits off inanicial Positron pmniarrly excluding intragtotrp fi

nancinq receivables intragroup investments and tax related

assets since the corresponding positions are excludcd front

Profit Mobility Division of Industry iricluderi re prolect

specific intercompany financing of long temni projer ibm

remairung assets are reduced by non rntorrst bearnrg habib

ties other than tax related liabilities eq trade payables to

derive Assets Fquiiy investments may include certain shire

holder loans granted to investments reported in Equity Irrvr it

rrients primarily NSN in contrist Assets of SIS is Total is

sets mar oncilmatrori of Assets disclosed in Segment infonmru

tmon to Total assets in the Consolidated Statrmnents of ruin

cial Position presented hr low

Now orders

New orders are deti mmmcd principally as estimated revenue

of accepted purchase ordemm and order value changes and ad

Justments excluding letters of ntent New orders are suopic

ineritary infoim-ition prcnr dod on voluntary basis It is rot

part of tire auditenl onsolufated riancial Strteinenits

Free cash flow definitiorr

Segment information discloses Free each blow mis Additions

to property plant arid equipment arid intangible asscts free

nh flow of the Sectors id Equity Inv stmenrs cons rtut
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421 million in total including the remaining tranche of 250

million nominal in relation to Shareholder Loan Agreement

between Sit niens and NSN In December 7010 Siemens and

Nokia Coronratlon each converted 4266 million including the

shareholder an and deferred inn tt NSN into preferred

shares In the fourth quarter of fiscal 2011 in order to

strengthen NONs financial position Nokia arid Siemens each

provided new equity of 000 mill on and received pieferred

shares in return The increase in equity did not change

the existing shareholder ratio between Siemens and Nokia

Coiporation loans given to jouit ventures amounted to

roil ion arid million respectively air of September 30 2011

and 2010 In the normal course of business the Company reg

ularly reviews loans and receivabler associated with joint yen

tures arid associates including NON in fiscal 2011 and 2010

the review resulted in net losses related to valuation allow

nor es totaloig nollion and net gains related to valuatior al

lowances totaling 22 million respectivi ly As of September

30 2011 id 2010 vahiation allowances amounted to 37 mnil

hon and 43 million respectively

As of Sepemher 30 2011 and 2010 guarantees to boil von

wires and associates aniounted to 5161 million and 45061

million respectively including the HERKULES obligations of

2690 million and 43090 million respectively or intorrna

tiwi regarding the I4EEKULFS obli ations as well as for infor

ination regarding guarantees in connection with the contribu

lion of the carrier related operations into NSN and the SI op

era ions into EN see

As of September 30 7011 and 20i0 guarantees to joint

ventures amounted to 483 milbo and 011 million respec

lively As of September 30 7011 and 2010 tire Company had

commnitmmts to make capital contributions of 315 inilbon

and 4303 million to its joint ventures and associates thereni

oP million and nl6 million related to ventures respec

lively For further information 5cc

For loan raised by joint venture which

is secured by Siemens guarantee Siemens gianted an addi

Denial collateral in the first quarter of Ii rcal 2011 As of Sep

tember 30 2011 the outstanding au omit totaled to 142 roil

lint As of September 30 2011 arid 2110 there were loan com

mitt menu to joint ventures and associates amounting to 201

million arid 4236 million nespectvely therein laO mnilhon

186 irnllion respectively related to jomt ventures

PENSiON ENTiTES

For infoiniation toga ding tic funduig of oui principal

non plans refer to

tn fiscal 2010 liability from continuinq lease in

volvirient kited previous di and lease back in

lion with entities con rolled by the Siemens Pens ran Trust

was derecognized for further information see

RELATED NDMDUALS
Related individuals include the members of the Managing

Board and Superviso Board

In fiscal 2011 and 2010 members of the Managing Hoard nr

ceived rash compens atmon of .0 million and 24 rrull on

the fair value of stock-based nnperisation moonted to

703 nullion and It million respc ctively in ft cal 201 rid

2010 In fiscal 2011 and 010 the onipany granted Lontribu

tion tinder the BSAV to nit mbem of the Managing bloamd to

talinig 5.1 million and 4.3 million

Therefore in fiscal 20 and 010 conipensarion and benefit

attributable to membeis of the Managing Hoard amounted to

44 million arid 382 nnllitin or total respectively

In fiscal 2011 arid 2010 expense related to share based pay

merit and to the Sham Matching Program amounted It

naillion anti 8.3 million respectively For furltier intonrnmation

regarding the Share Matching Program see

In addition in liii al 7009 pr st cuntma tu.il non coinp tc

agreemnient was signn cI with for ncr nienibe of tire Manag

irig Hoard that is erfw live nor period olin mi mnrhs beginning

on Uecemhei 2008 As compensation lot lhi total

amniount of US$2 769990 approximately 42 million will be

paid Of this total he received US$1 846661 as ire ii my

payment ni Dec einb-mr 7008 the resi will be paid in in nthly

installments 01 US$57 /08 each

Compensation attrih ifable to membema of the Sopt rvi0ory

Hoard compmiscs in scal 2011 fixed cnn pensatiov and adrh

lion ml compensation tom ononitt ne work In ism al 2011 cc ni
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In order to ensure the integrity of independent audits

Siemens Audit Committee has est iblished policy to approve

all audit and permissible auditrelated services providd by

our independent auditor prior to the auditors engagement

As part of this approval process the Audit Committee adopted

pie approval policies and procedures pursuant to which the

Audit ononittee annually pie approves certain types of act

vices to be performed by Siemens independent auditor Urn

dci the policies tire ompanys independent auditor is not at

towed to perform any non audit services which either may

impair the auditors independence under applicable German

regulations or the rules and regulations or the International

lthics Standards Board for Accountants IESBA tire Interna

tionil Federation of Accountants llAC the Securities

ci Exchange Commission 5FF or tire Public Company Ac

counting Oversight Board PCAOB or which can be mon

effectively or economically provided by another provider

even if permissible unlrr the relevant independence rules

Fur itrenmnore the Audit Committee lies limited tire sum total

of dl fees that may be incurred during fiscal year for noir au

dit services including cud it relati services tax services and

other services to 30% of the audit lees agreed upon for there

spec tive fiscal year Primarily due to tire audihrelated services

pertaining to tire sale of Siemens IT Solutions and Services

and the planned initial public offering of OSRAM the Audit

Comnnttoe waived this linritatron for fiscal year 2011

In fiscal 2011 and 2010 the Audt Corrmmittee him generally

pro approved the performance by LY of audit and audit reid

ed servic including among others the following

Audit services

Ainua audit of Sieuierms orrsohdeted financial State

rnents and its internal control river financial reporting

Quarterly review ot sienrenr imnerirn consolidated firrancial

statements

Audit and review services that are required by statute or

regulation including statutory rudits of financial state

moms of Siemens AG arid of its subsidiaries under tire

rules of their respective countrir

Opening hal rnce sheet audits iii connection with acquisi

tron including audits with regard to the allocation of

purchase prices

Audit reated servces

Voluntary local UAAP audits

Due diligence relating to actual or contemplated scquisr

tiorrs and carve outs including ccrnsultationr in accounting

matters

Post closing audits

arve-out audits arid attestation services iii the context ot

carve outs

Certification services required fry regulation law it

contractual agreei nent

Consultation concerning financial accounting and report

mg standards nascd on the auditors knowledge of

Siemens specific crrcumstarices including

Accounting advice relatnrg to actual or contemplated

transactions or vents

Advice on the firtroduction and review of new or revised

accounting guidelines and requirements

framing regardrrrq accounting related topics

Comfort letters

Employee bencfit plan audits

SAP /0 reports

Attestation services subcct to regulatory require nents

including regulatory advice

Attestation and audrta in onnectron with the oropean

Commurrity Direct ye on Waste Electrical and Electronic

Equipment

Attestation of compliance wiili provisions en calcolatroni

required by agreenrerris

Attest services in accordance with applicable standards

other than audir services required by statute em other

regulation

Services that are not generally pre approved as audit or ar dit

related services require specific pre approval by the vii

onunittee Air dr4Howd may not by grurtad lithe err
tails into category of services not permitted by current liw

or if iris inconsistent with ensuring the auditors irrdepenr

deuce is expressed in the four principles promulgated by the

tJ Securities arrd xchanrje Commission err auditor tony

riot act as rrranagerTrnt or en errployee of tire arid client

an auditor may riot rudit Iris or hem own work rrm arrdito

may not serve in an advocdcy role ton his or her lierit arid

an auditor nisay riot provide servrcea crc mtrmrg
mutual cii on

flictmng
interi sr between itself and thrc audit client

250



While non audit related services are not prohibited by law cii

cept for certain types of non audit services enumerated in the

SECs rules the Audit Committee has decided as matter of

policy not to engage the principal accountant to provide non

audit related scivu nlcs there is compelling advantage

to the Company in using the principal accountant and it can

clearly be shown that there is no impairment of independence

torponteaoverndnce

Siemens Aktiengesellschaft currently the sole German pub

licly traded corpomatiors consolidated by the Company provid

ed the ceitificatLon required by Section 161 of the German

stock corporation law AktG Siemens Aktiengesellsehaft

made the certifications available to shareholders

in Novernbei 3011 NSN announced its strategy to focus its

business activities on mobile broadband and services and to

initiate restructuring measures aimed at reducing operating

expenses and production overheads These restructuring

measures include plans to reduce NSNs global workforce by

approximately 17000 Siemens expects the ieslructuxing

measures to result in substantially highem loss related to its

share in NSN in fiscal 3013 comparrd to fiscal 3011

Also in November 3011 the llealthcane Sector announced an

initiative aimed at increasing the Sectors innovative capact

ty and competitiveness The initiative includes higher invest

ments in product developInent and expanded sales activities

as well as measures aimed at realigning the radiation thera

py business and program to improve the cost position in

the Diagnostics Division The initiative is expected to result

in charges
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ppo nlc larruary
2008

term expires Marsh 31 2011

Exteriral posrtons

German supervisory board positions

Deutsche Messe Aktiengcsellschaft
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Independent Auditors repo

We have audited the Consolidated nancial Statements pie

pared by Siemens Aktiengesellsck aft Berlin and Munich

comprising the consolidated statements of financial position

Income comprehensive income coth flow and changes in

equity and th notes to the Consehdated Financial State

ments together with the group management report which is

combined with the management report of Siemens Aktien

gesellschaft for the fiscal year from October 2010 to Sep

teniber 30 2011 The pieparation of the Consolidated Financial

Statements and the group management report in accordance

with IFRS as adopted by the European Union EU and the ad

ditional requirements of Ueiman commercial law pursuant to

Section 315a HUB German Corn

mercial CodeJ sre the responsibility of the Managing Board of

Siemens Aktiengesellschafe Our responsibility is to express

an opinion on the Consolidated financial Statements and on

the group management report based on our audit In addition

we have been instructed to express an opinion as to whether

the Consolidate Financial Statements cotnply with IFRS as is

sued by the IASB

We conducted our audit of the Consolidated Financial State

ments in acco dance with Section 317 HUB and Uerman gener

ally accepted standards for the audit of financial statements

promulgated by the Iristitut der WirtschaftsprUfer fnstitute of

Public Auditors in Germany lDW am in supplementary cent

pliance with International Standards on Auditinj ISA Those

standards requ re that we plan and oexform the audit such

that rnisstatemncrits materially affect ng the presentation of

the net asset financial position and results of operations in

the Consolidated Financial Staternrnu in accnrddrice with the

applicable financial reporting framework arid in the group

management rrpoit are detected wi reasonable assurance

Knowledge of the business activities and the economic and

legal environment of the Group arid expectations as to possi

he misstatements are taken into account in the determitim

274 507 ucit1ti Mu ug so
214 i0u b1ystu

276 Sd ut Aud7 loll

16

tion of audit procedures The effectiveness of the accounting

related internal control system and the evidence supporting

the disclosures inn the Consolidated maci ial Statements and

the group rnanagenient repoit ar examined primarily on

tc basis imtlnmi the framework of the audit 11w audit in

eludes assessing the annual financial statements of hose en

titles included in consolidation the determination of entities

to lie included in consolidation the accounting and consolida

lion principles used and significant estimates made by the

Managing Board as well as evaluating the overall presenta

tion of the Consolidated Financial Statements and the group

management report We believe that our audit provides rca

sonable basis for our opinion

Our audit has not led to any resCrvstions

In our opinion based on time findings of our audit the on

solidated Iinancial Statements comply with IFRS as adopted

by the EU and the additional requirements of Gernian coin

mercial law pursuant to Section PlSa 11011 and WEE as is

sued by the TAPE and give true and fair view of the net as

sets financial position and results of operations of the Group

in accordance with these requirements The group manaqe

mneilt report is consistent with the Consolidated Financial

Statements and as whole provides suitable view of the

Groups position and suitably presents the opportunities and

risks of future development

Munich November 23 2011

Ernst Young GmbH

Wirtschaftsprufungsgesellschaft

Krdmnmer

Wirtschaftsprdtei

Public Auditor

2111

2111

64

163 1031 roA 1011

ProC Dr Hayn

WirtschaftsprOfor

Public Auditor

0111

Vl 001 00
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Intorrndflon sources

FURtHER NFORMATON ON THE CONTENTS

OF THS ANNUAL REPORT AVAILABLE FROM

Addioss Siemens AG

Wittelsbacherplatz

Munich

Germany

Phone 49 89 636 33443 Media Relations

49 89 636 32474 Investor Relations

tax 4989 63630085 McdiaEelations

4989 636 32830 Investor Relations

mail press@siemens corn

investorrelations@sieinens corn

CONCEPT AND COORDNA1ON

Corporate Communications

and Government Affairs

Dr Johannes von Karcsewski

Corporate Finance

Dr Marcus Mayer

LAYOUT

hfifelinger 5wagner design GrnbH

PRODUCflON

Publicis KornmunikationsAgentur Grnbl-3 GWA Munich

lOU by Siemens AG Berhn and Munich

COPYRGHT NOTICE

Designations used in this document may be trademarks

the use of which by third parties for their own purposes

could violate the rights of the trademark owners

ECOFRENDLY PRODUCTON
this Annual Report has been produced using chlorine free

bleached materials and climate neutral production processes

In accordance with the guidelines of the Forest Stewardship

Council FSC all the paper used in this Annual Report comes

from controlled sources such as sustainable forests the mill

in which the paper was produced is certified in accordance

with 150 9001 14001 and 18001 guidelines It uses only chlo

rine free bleached pulps TCP which were subseguently

processed using small amounts of elemental chlorine Ed
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urther Intormdt

PRINTED COPIES OF THE ANNUAL REPORT

ARE AVAILABLE FROM
mail siemeiis9bek ginbh de

INTERNET Intormiet

Ihe Sicixiens Annual Repoit fox 2011 is avail ible Fax 19 123/ 1736

The Siemens Sustamabihty Repoit available at SIEMENS EMPLOYEES

MAY ALSO OBTAIN COPIES FROM
the Siemens publication Pictuzes of the Future LZF FffithBislohe

is available at lntranct

Fax 19 911 659 4271

Engbsh Ordex no 19100 V87 7600

German OrdernoAI9IOOFV87

French Oi dci no A19 l00F V87 7700

MOBILE INTERNET Spanish Order no AlO 100 hV87 7810

Thi Siomi ns Annual Repoit for 2011 ii available at

Frnployees should be sure to include then postal address and

Iho Siemens Global Mobile Websim can br accessed at complete order data Org ILl and cost center infoirnation

In addition to anAuxi ial Report at the end of each fOcal Wdt

Siemens publishes quarteily consolidated fin incial state

meats in the form of piess releases Conterenm alls with

otirnalists and analysts supliletoent these repoits Ywo major

pu is conferences one at mid year arid one at 7eartond

as well as an annual analyst conference give journalista and

analysts further app rtumties tc teview dcvelripmenla in our

businesses The firirm cial repoils for the first three quamter

are complemented by an extensiv int Pm meport whirh

iniludes an interim group management iepoii as well as

condensed inteilni consolidated firianc ial stair meru with

notes These reports are submitted to Deutsche BOise and

the OF Seoritier and Lxchange Cononis ion SEt among

other organizations Siemens also provides the SCC with thc

Annual Report aix Fomuri 20 All Lheso fmancial rc paris are

available at

Gay al ant
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