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How Baiigalores new airport driving

progress across an entire region
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the way to the future
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Home to nearly miflion people Bangalore is

metiopolitan area Called the Silicon Valloy of Ii

It aerospace and biotech companies located

city owes its success to an advanced infrastructi

progress across the enthe state of Karnataka

tion of nioie than 60 million

Bengaluru International Airport which was bui

an innovative public pnvate paitnershp

Siemens is part of this impressive infrastructu

Close tiusC based collaboration ensured the hi

As Managing Director of the international airpo

Mumhai ON Sanjay Reddy is ideally positioned

subcontinents infiastructure requirements In ti

he talks about his experiences



The challenge for Banqalore

Population growth of roughly

50% between 2001 and 2011
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Our vision Bangore The Gateway to South India
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Indias Silicon Valley

ruarrro As Vice Chalamirri of the Indian conglomerate

GVK Gal Sanjay Reddy is Managing Director of

the international airports Mumbre and Rangalore
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PubIicprwate partnerships The formula for Indias success
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ccec/ttieer Its international airport
is

helping
make

ttangalore
the Gateway to Sooth ledia All key am

port
data is collected in the airports

control tower
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Aeow Countless planes take off from Bengaluru

nternaljon
Airport every day inkrng

South India

with ctes throughout the world
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Official opening

14 JUly2005
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New runway ready for takeoff in record time
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Increasing passenger numbers make expansion necessary
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SNGLESOURCE INFRASTRUCTURE

SOLUTIONS FROM SIEMENS
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Our intelligent infrastructure solutions are proving their value worldwide

The construction of Bengaluru International Airport is just one of many projects that

have enabled us to impressively demonstrate our capabilities as an integrated technology

company In particular our cross Sector Key Account Management Program as is usual

in large scale projects of this type provides support for managers on site from the initial

planning phase to servicing and maintenance Tapping the full extent of our knowhow

our Key Account Managers combine solutions from wide range of Siemens Sectors and

Divisions to create integrate end to end solutions tailored to specific requirements

thus saving customers valuable time and ensuring outstanding customer support around

the globe Weve bundled our extensive infrastructure portfolio in our Infrastructure Cities

Sector which supplies integrated products solutions and services from single source

from mobility and logistics solutions to intelligent power distribution systems to highly

efficient building technologies Financial Services SFS is an international provider

of financing solutions With its financial and industry knowhow St helps make infra

structure projects bke Bengaluru International Airport reality
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At the heart of our solutions for Bengaluru International Airport are our IT solutions

which network all the applications of the airports IT landscape and link independent

IT solutions from different suppliers to create structured flexthle whole All participants

profit from simplified data exchange with optimized accelerated processes

Bengaluiu Internationals surveillance and alarm management systems are

equipped with Siemens danger management system which bundles all the information

provided by security and fire protection subsystems in central control room these

subsystems include an access control system with 105 readers an audio and voice

evacuation system with 650 loudspeakers fire detection system with 1800 smoke heat

and flame detectors an intrusion protection system with 100 detectors and video

surveillance system with 60 cameras

hnaocing olUton
syrtom

17



Active worldwide

At home around the globe
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As local supplier with global presence were trusted

partner everywhere we do business Our ten largest Regional

Campcmiee alone employ people from some 140 different

countries experts working for the benefit of our partners

customers and shareholders worldwide

Local commitment creates trust and lays the basis for long-

term customer re1ationshtps Thats why weve maintained

local development procurement and manufacturing activities

in many countries for decades In addition to our more than

290 production facilities worldwide we have office buildings

warehntises RD centers and sales offices in virtually every

country in the world

Over the years weve captured outstanding competitive posh

tions in the industrialized countries Now through wide

range of measures we want to further strengthen these p021

tions and expand our activities in the booming markets of the

emerging countries

Long term customer relationships have been the hallmark of

our business for 165 years To support malor customers weve

sst up Company wide Key Account Management Program

that enables us to tailor our products solutions and services to

local customer requirements and regional structures while

ensuring that our Key Account Managers continuously expand

and reinforce our customer relationships on long-term basis

These managers whose performance is measured in terms of

customer-specific growth report to our cross-Company Market

Development Boards and Vertical Market Management teams

which are focused in turn on the requirements of individual

vertical markets Staffed by experts from many different bush

ness units these organizations leverage our entire portfolio

to provide comprehensive range of industry-specific single-

source offerings for customers in the automobile IT and power

generation industries for instance
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Worldwide responsibility for revenue and profit generation has

been assigned to our individual operating units This decen

tralization of business responsibility benefits customers of all

sizes particularly the small and medium sized businesses and

organizations that comprise the largest part of our customer

base by enabling us to provide locally based support every

where in the world Our extensive international sales team

which is managed by our Regional Clusters and Regional

Companies ensures the implementation of business specific

sales strategies For large scale projects around the globe

direct customer support is provided via our headquarters units
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As nart of Siemens Executive Relationship Program our ikbal proott It

100 most important customers are personally supported by

members of Siemens Managing Board To determine if this 1tty UI 114t1I

program is actually meeting our customers expectations we
.1

ii

conduct annual surveys For us the results of these surveys

are crucial since we want to stxengthen our customers trust

everywhere in the world

To gear out activities even more closely to the needs of our

customers and markets worldwide were breaking new ground

with innovative projects like our new urban sustainability

centers These enters provide common platfrm where our

experts can work together wtih scientists urban planners and

city officials to develop the infrastructure solutions of tomor

row Our first sustainability center the Crystal opened its

doors in London in 2012 Two more centers one in Shanghai

and another in New York are set to follow

strong worldwide presence coupled with the power of

global technology company thats whats made us successftxl

and the strong local partner that we are today around the

world and around the clock
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idcas

Fit teen jie aoold Christian from the town of Beureri in soutft

west Germany has been diagnosed with ancer In the sonrrner

of 2011 doctors discoverod minor in his pancreas rnmbinm

tion of chemotheiapy and radiation has given him new hope

Our new Biograph rnMR played major role in Christians treaG

mont The combination of magnetic reonance imaging MRD
and positron emission tomography PET technology enabled

doctors at Fbbingen University Hospital to observe the tumors

shape and metabolism in detail and obtain vital information

during the course of his therapy

CT gr VTrt

ideas

nfl ir
10

lift
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Examination with the Biograph mMR scanner
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ccix relaxed young man looking

toward ha future with confidence

Christian is again living life to the full

eianx summers day hack home

in lauren After year of worry

the family is once again enjoying life

together
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tee iter Professor Dr JOrgen

Sch2ler and Christian discuss the

upcoming examination in the

SIemens Biograph rnMR It will

show tithe tutor still active

Leer Christen with hIs mother

and sister on the way to the exam

inaton at 1ibtrtgen University

Hospital
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FF1 Chrtsttan prepares for

an examination in the Siemens

Btograph mMR

An assistant inserts

tube for the PET trnagtng tracer

IttisriT Christtan on the table

Just
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fietd of the molecular MR scanner
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over the years
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Professor Dr Claussen Tuhingen University Hospital has been using the Siemens

Biograph mMR since March 2011 In your experience which applications is the

system most suitable for
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idhingen timversity Hospital and Siemens have been cooperating for many

years to develop innovative imaging technologies How would you describe

this partnership
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INNOVATION IN IMAGING

SIEMENS BIOGRAPH mMR

The two imaging technologies complement one another perfectly magnetic reso

nance imaging MRI provides millimeter-precise images of the bodys organs while

positron emission tomography PET displays above all the metabolic activity of cells

The Siemens Biograph mMR is the worlds first device to combine MRI and PET imag

ing in an integrated system enabling clinicians to simultaneously capture data on

organ function and metabolism as well as any changes in organs in single scan

pioneering achievement in medical imaging

the l3iogiaph rnMR combines two previously separate

technologies in single system

For patients this means diagnoses in less time and with less radiation exposure

Instead of having to perform several separate scans clinicians can now acquire all

images in single process thus shortening patient waiting times The integration

of MRI and PET technologies also reduces the amount of radiation that patients are

exposed to compared to conventional imaging technologies

Until now two separate devices were required for these examinations because

the operation of conventional PET detectors is impaired by the strong magnetic fields

generated by scanners Previously the images generated had to be superimposed

using special software This second step reduced precision since patients and thus

organ positions
often shifted between scans The Siemens Biograph mMR features

new PET detectors whose operation is not disturbed by the Mms strong magnetic field

Thats why the innovative system can capture all data simultaneously recording even

the smallest details and functional processes Healthcare facilities also profit from

the Siemens Biograph mMR the system streamlines processes and cuts costs for floor

space
and operation by eliminating the need for second system And thats to the

advantage of growing number of patients around the world

11 WWW.STEMENS.COM/ARhDEAS

WWW.SlEMENS.COMIADEA5-MOVE

1J WWWSIEMENS.COMIBIOGRAPHMMR

Mlt acanning has not been established ira side lot lirsuajirug fetuses and infants lets than tWO years
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For us progress means placing trUst

in people with pioneering spirit

For 165 years weve been providing answers to the cbaiieng

es of our day in the areas of healthcare energy industry

and infrastructure Few companies have more researchers

and developers working to create innovative products and

solutions worldwide En record number of research partner

ships our RD employees are shaping technological progress

more actively and openly than ever before

Never completely satisfied always looking for better solu

tions taking personal responsibility for progress and

blazing new trails in technology this strategy has made

us the powerhouse in electronics and electrical engineer

ing that we are today

The latest figures confirm our power of innovation Our RD
employees are now reporting more than twice as many inven

tions per day as in 2001 In fiscal 2012 we filed 8900 invention

reports some 5% more than year earlier During the same

period we increased the number of our patent first filings by

about 7% to 4600 making us once again leader in the world

wide patent statistics and No.1 in Europe

Our innovations impact many areas of life transportation

industry and healthcare for instance Today people all around

the world rely on trains metros and light-rail systems from

Siemens to provide them with safe ecofriendly transport to and

from their homes and places of work In industry our product

lifecycle management PLM software is making it possible to

develop simulate and test products in the virtual world and

to model entire production processes before single screw is

manufactured in the real world In hospitals our innovative

liver fibrosis test is enabling doctors to examine patients

suffering from chronic liver disease without having to conduct

time-consuming potentially dangerous biopsies And last but

not least innovations from Siemens are helping shape the

future of euergy

Corporate Technology Crour central research department

has overall responsibility for our strategic and cross-unit

research activities More than 7000 CT experts cooperate

across team and national boundaries to ensure that we main

tain our technology leadership Products with major profit

potential on the worlds innovation-driven growth markets are

developed and then incorporated into our day-to-day business

operations Our key research focuses today include electric

mobfflty sustainable urban development and next-generation

biotechnology

In fiscal 2012 we invested some

42 billion in research and development

Weve introduced policy of open innovation In more than

1000 research partnerships were facilitating targeted infor

mation exchange and cooperation with leading international

universities and research institutes worldwide

Technology and innovation for us that means securing our

technological basis helping shape the future with innovative

solutions and strengthening our integrated technology com

pany The pioneering spirit of our employees is making us

strong every day and all around the world

coMBINED MANAGEMENT REPORT PAGES 98-101

21 SIEMENS AT Gt.ANcE PAGES 8-11

WWW.SIEMENS.COMINNOVATION
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NOlO
U.S Patent and

Trademark Office

patent applications In 2011 we were No.1 in

patent apptcetions at the European Patent Office

and No.3 at the German Patent and Trade Mark

Office where we were among the most active

patent applicants According to U.S Patent and

Trademark Office USPTO statistics as published by

the Intellectual Property Owners Association IPO

we were No.10 in the U.S in the number of

patents granted

Invention reports patent first filings

and RD employees approximate
in fiscal 2012

29500
RD employees

8900
Invention reports

Revenue from Siemens

Environmental Portfolio

in fiscal 2012

RD employees In fiscal 2012 Siemens had

roughly 29500 RD employees working at

some 188 locations in more than 30 countries

worldwide to create and develop new solutions

in the areas of energy industry infrastructure

and healthcare

Inventions and patents In fiscal 2012 Siemens

reported around 8900 inventions and submit

ted about 4600 patent first filings an average

of some 40 inventions and roughly 21 patents

on each of the 220 workdays in the year These

inventions and patents were generated bva
our Sectors as well as Corporate Technology our

central research department

Siemens Environmental Portfolio In fiscal

2012 our Environmental Portfolio which fea

tures large number of innovations gene

ated revenue of 33.2 billion and enabled our

customers to cut their CO2 emissions by 332

million tons an amount epual to about 41%

of the CO2 emissions generated in Germany

in 2010

Siemens

position in the 2011

patent Statistics

EUrÔpe Patent
Office

No

No
German Patent and

Trade Mark Office

RD employees

by region

in fiscal 2012

23% Americas

Europe C.l.5

i- 60% Middle East

therein Germany 32%

17% Asia Australia

4600
Patent first filings

78.3 billion Total Siemens revenue

Revenue from Siemens
33.2 billion

Environmental Portfolio
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The largest singlecast fiberglass component
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ccci Ajob wef done after two huge cranes

heve posrtroned the rotor which has total

drarneter of 1b4 meters specurlists connect it

dirottly to the generator shaft

ABoVE Smiles all around following
the successful

assembly of the wind turbine Dr felix Ferlemann

CEO of Siemens Wind Power center and ens

Hald Jensen project manager in 0terild back right

share proud moment with colleagues
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With revenue of nore than 18 billion

in 2011 and some 20000 employees

EriW is one of they energy

companies in cermany and in turope

Or HansJosef Zimmer 54 Chief

Technology Officer of rr8W is

nechanical engineer who has been

employed EnSW for 23 years Ho

installed so1arthermal system at

his own home to provide hear and

hot water Zinimer was also one

of ErrBWs first customers to opt
for

smart electricity meter which

quicOy showed him that power con

sumption cart be slashed by svotch

ny devices off rather than operating

them in standby mode

Building new energy

system is huge challenge
Providing energy for the future will require innovative

solutIons and strong partnerships Siemens and the energy

company Energie Baden-WUrtternberg AG EnBW have been

cooperating closely for years Dr Hans-Josef Zimmer
Chief Technology Officer of EnI3W talks about the steps

that must be taken to usher in new energy era

Dr Zimmer the future of energy is currently hot topic in Germany

What stance is EnBW taking

oezrtatase Building new energy system is huge challenge for Germany

And as one of the countrys largest energy companies were tackling it head

on In terms of our strategy this means were continuing to safeguard our

position as lowcarbon energy producer In addition to supplying power

from highly efficient conventional plants we intend to double the amount

of power we generate from renewable energies by 2020 We already have

relatively large share of hydropower-based renewables in our portfolio

By 2020 we want to further expand our installed capacity from renewables

by about 3000 megawatts

One step in this direction is certainly the EnBW Baltic wind farm

Germanys first commercial offshore wind installation Your company

partnered with us on its construction in 2011 How did the idea for

this project develop and what conclusions have you drawn from the

operation of the wind farm

-4 oR.zrMMEa We on EnBWs executive board decided in fiscal 2007/2008 that we

wanted to invest more heavily in renewable energies Complementing our

traditionally strong involvement in hydropower weve defined wind energy

as further focus Following extensive analyses we concluded that wind

turbines and wind farms both onshore and offshore could be particularly

profitable Thats why in 2008 we bought four licenses for offshore instal

lations two in the Baltic Sea and two in the North Sea and now were in

the process of developing these projects The EnBW Baltic wind farm has

21 wind turbines from Siemens and total capacity of up to 48.3 megawatts

Were very satisfied with its current performance Availability is very good

and we achieved quite gratifying overall results the first year

Hows the partnership with Siemens worked out

on ztrae When planning and implementing projects of this magnitude we

need reliable partners
who keep their promises Since the very beginning of

the EnBW Baltic project the cooperation with our colleagues at Siemens has

been characterized by great trust And this trust is also based on our experi

ence in other major projects on which we have partnered

EnBW Baltic is quite far from your home region in southwestern

Germany How is the electricity generated there distributed through

out the country

rflt.ZIMMER Our wind farm in the Baltic feeds directly into the SO-hertz grid

From there the energy is further distributed within Germany via an extensive

interconnected grid If we build more wind farms on the coast and offshore

where theres lots of wind well have to transport large amounts of energy

to the southern part of the country By 2030 offshore wind farms operating

of Germanys coasts are expected to be supplying 25000 megawatts of elec

tricity Thats why well also need low-loss high-voltage direct-current HVDC

transmission in the future The grid development plan prepared by our 43



subsidiary Transnet BW and three other grid operators foresees HVDC trans

mission lines along several corridors However Im assuming the approval

process will take very long time There are also technical challenges to bo

mastered because even though HVDC lines have already been installed

in countries like China and India that doesnt mean such routes can be planned

and implemented overnight in Germany On the contrary the process will

take several years But we must address this challenge if we want to succeed

in restructuring the energy system

In our view highly efficient power plants like our combined cycle

plants are another factor that can facilitate the transition to new

energy infrastructure Stadtwerke Düsseldorf municipal utility

in which EnBW holds majority stake plans to build just such plant

at the Lausward site in Düsseldorf As with the EnBW Baltic and

projects Siemens will be the supplier What criteria played role

in your investment decision

OR.ZMMER Combined cycle power plants of the type supplied by Siemens

are highly efficient systems that generate low-carbon power They have fast-

start capability and are highly flexible in terms of startup and shutdown

which makes them particularly suitable for an energy market moving toward

fluctuating renewable energies Of course in addition to boasting high effi

ciency ar1d rapid startup every new plant must also be economically viable

Another concern is reducing energy consumption in other words
ABOVE EnBW has commissioned

saving electricity What cart an energy company like EnBW contribute
Germanys first commercial offshore

here wind farm the EnBW Baltic project

oR.Z1MMER couple years ago our slogan was Empowered to cut consump-
using wind turbines from Siemens

Comprising 21 turbines with total

fan Now you could of course say that
uttlity company should be hAPPY

capacity
of 48.3 megawatts the instal

if its customers use lots of energy But quite the opposite is true we want tO lation is located in the Baltic Sea about

help our customers conserve energy and boost energy efficiency For years
16 kilometers north of the German town

weve been offering tailored solutions that make our customers operations
of Zingst on the DarS peninsula

more energy-efficient One thing is dear to us at EnBW we can be compet

itive only if we provide our industry customers with energy that is so afford

able that they can keep their production in Germany

Smart grids are one option for flattening consumption peaks To what

extent is EnBW involved here

O5.ZMMER Weve been testing smart grids in trial communities for several

years now Were also analyzing how our customers can benefit from intelli

gent electricity meters We want to help our private business and industry

customers consume less energy For example appliances and equipment that

require lot of energy should be operated at night when electricity is less

expensive rather during the day when demand is high

That sounds like business field with lots of potential for EnBW

How can Siemens provide support here

oziwwee Siemens is technology leader in many fields Since the entire

development process for the production distribution and consumption

of energy is extremely complex system providers like Siemens have major

market opportunities

In your view what factors are most crucial for the successful

transition to new energy system

oRZIMMER We need wide range of technical solutions to make the new

system success In addition very stable legal framework for marketing

renewables must be in place We also need to expand the grid so that

energy from the generation centers which in the future will be in northern

Germany can be transported to the consumption centers in the south Well

need greater number of highly flexible power plants such as the combined

cycle plants Ive already mentioned In addition and this is very important
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well need public consensus to implement all of these things Grid expan

sion will entail installing hundreds of kilometers of transmission lines all across

Germany And the construction of additional pumped-storage hydropower

plants to store energy temporarily will also have an impact on the environ

ment We have to convince people and make it clear that the transition to

new energy system cannot be accomplished from one day to the next but will

require great deal of patience money and effort

In which of these fields do you anticipate major advances

DR nMMER We need highly efficient plants but it will take time to develop

them After all Siemens didnt develop its high-efficiency combined cycle

plants overnight And well also need time to install HVDC transmission lines

and smart grids throughout Germany Until that happens coal-fired plants

will also be component of the evolving energy system While such power

plants will still be necessary as backup for many decades to come theyll be

more efficient than before delivering the same output while consuming

much less fuel

Now youve brought up the topic of the energy mix How will the

energy mix at EnBW look ten years from now
DR.ZMMER While EnBW will also still be operating conventional plants in ten

years we intend compared to today -- to double the share of renewables by

2020 expanding their capacity by about 3000 megawatts Renewable energy

sources include offshore wind onshore wind photovoltaics biogas and water

To obtain an economically viable mix all types of renewable energies will

have to be combined Thats how the restructuring of the energy system will

succeed

What do you expect of Siemens in this context

.zeiwse We expect that Siemens will always be at the cutting edge of tech

nology and that we can count on Siemens as technology leader who provides

us with efficient solutions solutions that make sense from both an eco

nomic and an environmental perspective We value Siemens power of inrio

vation And we value the trust that we have in Siemens which has evolved

over many decades just like the plants that we built together and are suc

cessfully operating today We expect Siemens to continue pursuing this strat

egy and to offer us the best solutions on the market And we at EnBW wish

Siemens every success in this endeavor

EJ www.sIEMENS.COMIARSTRENGTH

WWW.SIEMEP4S.GOMARJSTRENGTH-MOVE

LEFT Plans are far advanced for the con

struction of the worlds most efficient natural

gas power plant an order placed by Stadt

werke Düsseldorf municipal utility in which

EnBW holds majority stake Here EnBW

Chief Technology Officer Hans-Josef Zimmer

examines up-to-date project planning infor

mation from Siemens The plant
is expected

to begin supplying ecofriendly electricity

and district heating in 2016
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THE FUTURE OF ENERGY
COMPLEX PUZZLE OF MEASURES
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EnsurinIreliable

power supply

The foremost aim of all the measures that are

bringing about sustainable change in the energy

system must be to ensure the reliable availability of

energy at all times and at prices
that are afford

able for all Blackouts must be avoided and the

international competitiveness of industry must not

be endangered by excessive energy costs Thats

why the various measures comprising the pieces of

the energy puzzle require careful planning and

implementation Only if these measures find broad

public acceptance and fit together perfectly will the

restructuring of the energy system be success and

the solutions deployed succeed on international

markets

Smart gridking power

grids more intelligent

Fifteen years ago there were only few hundred

energy producers in Germany In the future there

will be thousands generating power from solar wind

and biomass installations and residential cogenera

don units Energy consumers are increasingly becom

ing producers too prosumers This development

coupled with the growing use of fluctuating renew

ables is making smart grids indispensable Using

sensors variable network components and
self-organ

izing software modules smart grids
maintain

balance between production and consumption Were

testing these grids in Germanys Allgau region where

private producers are generating over three times

as much electricity as they use

Making wables

competitive

If half of Germanys energy is to come from re

newable sources by 2030 and some 80% by 2050

then these must be competitive without being

subsidized For wind power in particular this goal

will soon be reality
Were currently pushing inno

vations that are expected to make electricity
from

wind power as economical as energy from coal

Our innovations range from scimitar-shaped rotor

blades and gearless turbines to adaptive software

that optimally adjusts wind loads automated

production processes and the longest rotor blades

currently
in operation worldwide for the most

efficient offshore wind turbines on the market

Boosting thef1ciency of

conventional power plants

When the wind subsides or clouds cover the sun

fluctuations in power output must be offset fast

for example by using combined cycle power plants

In less than 30 minutes such plants can be gener

ating enough power for city the size of Berlin As

she worlds most efficient model from Siemens

shows combined cycle plants can reach an effi

ciency
of almost 61%when converting natural gas

into electricity and waste heat can be used for

heating In many countries coal will remain key

pillar of power generation for
years

to come Coal-

fired plants can also be made much cleaner and

more efficient Whats more CO2 can be separated

from waste gas stored underground or used for

industrial purposes Researchers are working on

converting CO2 into methane and the raw materials

needed to produce biofuels and bioplastics

Saving electIy and using

it more efficiently

The cleanest energy is always the energy thats not

used Industry
offers considerable potential for

savings Elettric motors for
purrips

and drives for

example account for nearly two-thitds of indus

trial power consumption Our energy-saving motors

and intelligent controls slash power consumption

by up to 60% and pay for themselves in under two

years In the area of transportation electric motors

in buses trains and carsare about three times as

efficient as combustion engines In buildings
which

consume 40% of the power required worldwide

iubstantial savings can be achieved by using insu

lation heat pumps intelligent building techno

logies and efficient lighting systems Household

appliances also harbor huge savings potential

Todays advanced models use less than half the

power needed by their predecessors in the 1990s

Buildix4w.loss

power superhighways

Renewable resources like wind on the high seas

and sun in warm regions are best harvested where

theyre most abundant And thats why long-distance

transmission networks must be expanded across

national borders and via underground cables and

highly efficient power superhighways based on

high-voltage direct-current HVDC transmission

technology An HVDC line we installed in China is

showing how link based on this technology can

transport 5000 megawatts the output of five

large power plants across distance of 1.400 kilo

meters with loss of only about 5% With conven

tional alternating-current power lines losses would

be two to three times higher And HVDC transmis

sion technology can also be used offshore an HVDC

link is now transporting green electricity from the

Spanish mainland to Mallorca

Balancsupply

and demand

Often it doesnt matter if the power for
refriger

ated warehouse or an air conditioning system is

shut off briefly just as its hardly noticeable if an

elevator is moving little more slowly than usual

These are just
few of the many possibilities for

cutting energy consumption Such demand man

agemnent eases the burden on power grids Our

researchers are now developing building automation

systems that adapt energy consumption to price

fluctuations in real time flattening demand peaks

Offerinelligent

financing solutions

If companies towns and cities are to cut their

energy consumption even when budgets are tight

theyll need intelligent financing solutions One

proven approach is our energy.saving performance

contracting combination of consulting instal

lation and financing services Customers are not

required to make any upfront investment project

costs are amortized with the energy savings achieved

Using this model weve upgraded more than

4500 facilities worldwide generating savings of

roughly billion

Developing c1 expanding

energy storage facilities

When the weather changes so does the output of

wind and solar installations Thats why facilities that

can store excess energy for hours or even weeks are

indispensable One promising technology is electro

lysis which uses surplus energy to produce hydro

gen an energy carrier that can be fed into the natural

gas grid stored in subterranean caverns reconverted

into electricity and used in industrial processes or

fuel-cell vehicles Batteries in buildings
and electric

cars can also act as intermediate energy storage

devices Were conducting research in all these fields
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STFI/NOFORtS IRLLAND

Northern Irelands Strangford Lough is home to the

worlds first commercial tidal current power plant

Since November 2008 two turbines have been produc

mg combined output of 1.2 megawatts enough

electricity to meet the needs of 1500 households

To date the installation has fed more than five giga

watt-hours of elcrtrical energy into the grid making

it the worlds largest tidal turbine
project Further tidal

farms are now in the planning phase the
eight mega

watt Ityle fihea project in Scotland and the ten mega
watt Anglesey Skeriles project in Wales

ii
ual Jo tUT La os 155
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595 AW Boosting the efficiency of

conventional power plants

mc
oflssccooee CtRMANY

Were building record-breaking combined cycle power

plant in Ddsseldorf Germany Boasting an electrical out

put of 595 megawatts the facility will set new world

record for single power plant in combined cycle opera

ann With net efficiency of more than 61% it will also

surpass the previous world record of 60 75% And the

plant will set third record as well never before has

it been possible to extract 300 megawatts of thermal

energy from
single combined cycle plant

for use in

district heating system

Making renewables

eornpetittve

nw mr 2008
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power superhighways
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Saving electncity and using

it more efficiently
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AlvONslisit IrALY

Italys most advanced brick making plant located

in the town of Alfonsine showcases the potential of

energy-efficient technologies Thanks to our highly

efficient asynchronous motorS the amount of power

consumed by the factorys electric drives 170 motors

with total capacity of 065 kilowatts are in opera

tion on the drying line clone has been slashed by

500000 kllowatthours Investment costs were anion

tized within short time The result Not only have

costs been cut the plants environmental footprint has

also been reduced

NUNTFiSSTON /coraNAisir qUAY UNITLO SIN OOM

Were building the first submarine direct-current grid

connection in the Irish Sea With voltage of 600 kilo-

volts this link will surpass the previous record of

500 kilovolts The low loss
high-voltage

direct current

HVDC transmission system will connect Hunterston

near cIasgow on Scotlanos western coast with

Connahs Quay in northwestern England The link

which will have capacity of 2200 megawatts is

scheduled to go into operation at the end of 2015

Balancing supply

end demand

IRViNO 155565 Us
With more than 1000 stores in North America

Michaels is the largest supplier of arts and crafts mer

chandise in the US Energy is the companys second

highest line item expense after labor costs With this

in mind Micheels has equipped nearly all its stores

with our ROS energy management platform Intelligent

sensors and software operate on realtinse basis

to monitor and
regulate heating cooling lighting and

humidity resulting in energy savings of some 25%
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strong portfolio Geared to

tomorrows growth markets
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We con generate uatoinoble growth only if we focus on

attractive future markets Thats why we practice inren

awe systematic portfolio management

All our business activities have the same ambitious goal we

want to capture No.1 or No.2 position in all our markets be

cause thats the only way to generate profrtable growth and

increase our Companys value in the long term look at our

past confirms that weve always been particularly successful

whirr weve been market and technology leader

/indwc wait our pioneering achirriements to continue driving

our business success in the future With this in mind were

continually adapting our portfolio to major global trends

through both organic growth and acquisitions for which we

apply strict criteria Our policy of intensive portfolio manage

ment is enabling us to move into attractive future markets

quickly and capture leading competitive positions

In the IT field for example were already one of the largest

software companies in Europe position were steadily

expanding through targeted acquisitions hi 2012 for instance

we acquired RuggedCom Inc of Canada leading supplier

of communications and network solutions for industry This

acquisition is strengthening our position in the areas of

industrial Ethernet and industrial routers and switches

Over the last few years weve introduced large number of

energy efficient low-carbon solutions that enable customers

to slash their CO2 emissions and by reducing their energy

costs increase their competitiveness

Out 101 liC ti It ii01tI peittoIio

Sit iteqv llmlIqlh mlluri 0111

Cornpan pro Ir ittul st1attelurtt

to Ii 011 LliU alien ru eu

These solutions are part of our Environmental Portfolio which

like our activities the IT field is one of our strategic growth

drivers In fiscal 2012 we generated revenue of 33.2 billion

with Portfolio offerings an amount equal to around 42% of our

total sales Here too weve set ambitious targets we want to

achieve revenue of 40.0 billion with our green technologies

by the end of fiscal 2014 And this target remains unchanged

although our planned disposals of OSRAM our Water Tech

nologies Business Unit and our solar business will make its

achievement considerably more challenging Were already one

of the worlds largest suppliers of ecofriendly technologies By

rigorously pushing the development of these technologies

were making major contribution to sustainable climate

and environmental protection while ensuring our long-term
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business success Our commitment vi custalnable develop

mont is also being recognized by external observers at the

end of fiscal 2012 Siemens was named Supersector Leader in

the industrial Goods and Services category of the Dow Jones

Sustainable Index DJS1 for the first time We also won the top

spot for sustamability in the Diversified Industrials category

As technology leader were helping shape the future of

energy The conventional energy chaiti comprising the gen

oration conversion distribution and effective use of power

is evolving into multlJayered system with many new pan

ticipants Power yeneration is becoming more decentralized

with energy increasingly coming from renewable sources At

the same time more power is being used by new consumers

for example in the area of electric mobility Our portfolio of

ers innovative and sustainable solutions for key areas of this

new Power Matrix solutions that will be vital to successful

transition to new energy system

IT our Environmental Portfolio our contribution to the future

of energy these are just three examples of how were actively

gearing our portfolio to attractive growth markets while equip

ping our Company for market leadership and sustainable

growth
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Cicating trust through networking

IveryrIS
winner

Downtime is every manufacturers nightmare

schedules are dght To minimize it weve joinr

to develop ePS Network Services an IT suppor

maximizes transparency in manufacturing prc

value With cR5 everyones winner as the

manufacturer of highly specialized machine tot

illustrates In the following report Johannes

Bruiru talk about their experience with cR5
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Competihve advantages thanks to Siemens technology
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LEFT SW equips most of its machine

tools with our SINUMIRIK control

systems which operate perfectly
with

eFS Network Serviws

ECLOW Jochen Heinz from Siemens

left and teem Sicgef from SW have

been refining cR5 Network Services

for many years
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Siemens ITsupported services
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r7Schwäbische

___ Werkzeugmaschinen China

SuhwSbirche Werkzeugmaschinen SW supphes

customers ri
70 countrres with rrnovative machning

rentert whrch are networked with the company

headquarters in southwestern Germany va

Sremsrns supported services
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SW customer in the Netherlands

Headquartered in Vriezenveen in the Netherlands

Bnnks Metaalbewerlcinq tV produces and suppires

components for carmakers and ceding manufacturers

of egricultural machinery

Valuecreating services
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FAR LOFT Thanks to ePS Network

Services Bunks employees can Count

on smooth production process

LEFT Brinks owner Ion do Brutr

shown hose with valve blocks used in

active spnng systems for automobiles

is proud of his companys products
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Secure and reliable processes create trust

Other SW customers are also on hoard Wound 90% of our customers now rely

on ePS Network Servires reports Peter Siegel whos now reaping the henefits

of his early commitment to the innovative services With ePS vre can keep

close eye on machirre status data and provide optimal custonror support The

online tervices have proven te decisive fa.cter in generadng lengterrn

costcmer loyalty over the past few years helpng us butld op solid customer

hase So its no wonder that SW intends to further enhance its competiveness

in the areas of custeme.r su.ppert consulting and above all proac.tive services

that help manufacturers keep their production lines running smoothly

lnchen Heinz Siegels Siemens partoer for many years sees huge potential in

eniioe e..qoipment monitoring tising the system with machine tools has taught

us which algcrithnts architectmes and hosiness models we need he says

summing up his experience Precise online eqoipment monitoring is important

icr many Siemens customers In the fields of industry infrastructure energy

and healthcare there are already large number of similar applications that

are making machines and syste.ms more productive and more reliable

tJ wwwsrewtascoMIAN/NCTwONNINO

fff wwwsremesiscotefnfeemwoarcr Ito wrovia
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CREATING VALUE WITH

SIEMENS ePS NETWORK SERVICES

Costs are decisive factor across the entire lifecycle Machine downtime and

unplanned maintenance are much feared cost drivers in manufacturing Consequently

more and more industual companies are basing their investment decisions on total

operating costs And its not just procurement and consumption costs that theyre

taking into account Theyre also considering machine availability and productivity

Companies with technologically advanced and optimally organized maintenance

and production processes have clear competitive edge Thats why Siemens provides

its customers with comprehensive industry services like ePS Network Services
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Online platform with maximum data security Offering customers an advanced

status monitoring system our ePS Network Services provide manufacturers with the

information they need to improve service arid maintenance processes worldwide and

increase machine productivity and uptime Service processes are managed via an under

lying online platform multilevel access protection system and high availabihty servi

ers maximize data security and availability Siemens ePS Network Services comprise

els Diadriostic Sorvices which enable manufacturers to monitor the status of their

equipment worldwide Machines automatically report their diagnostic and moasure

ment data to the ePS server at regular intervals Supported by appropriate algorithms

and automatic features manufacturers can identify and analyze the causes of faults

more quicldy

ePS Condition Monitoring which closely monItors machine status and wear Poteni

tial faults can be detected at an early stage so that service personal have time to take

appropriate action Key parameters can be monitored online When threshold values

are exceeded specialists are automatically notified by email or text message Com

pleto machine overviews facilitate preventive and status oriented maintenance Maim

tenance schedules can be optimized to increase system availability and productrvity

Everyones winner Our innovative lTsupported services benefit machine opera

tors as well as machine manufacturers By making machine utilization more effective

enhancing competitiveness and enabling companies to tap lucrative new business

fields these services create value all along the value chain for our customers and for

our Company
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Many areas one goal Optimal

knowedge transfer Companywide
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We talk to each other We leani from each other And all

of us get little better every day thanks to our wide range

of cross business activities initiatives and programs that

address topics relevant far our entire organization

Our search for the talented individuals well need to conquer

the markets of tomorrow is one of our key cross-business activ

ities To assess our employees expertise and potential we use

transparent uniform criteria across all our Sectors and Divi

sions and in all our businesses worldwIde Siemens Learning

Campus LC Company-wide organization that fosters

lifelong learning and personal deeelopnient is where it all

begins Our Divisions contribute their knowhow and LC

ensures that best practices are communicated to our people

around the globe Every year more than 100000 Siemens

employees participate in seminars training programs work

shops and global learning initiatives accelerating knowl

edge transfer within the Company and making us that much

smarter Our commitment to education is also receiving exter

nal recognition In fiscal 2012 for example we were again

awarded the highest possible number of points in the Human

Capital Development category of the Dow Jones Sustainability

Index DJSI the third time weve received this distinction

Siemens Leadership Excellence is our continuing education

program for managers Here as well as in the related Siemens

Leadership Framework we apply Company wide standards

that help us foster the development of our future top managers

in an individual targeted maimer while motivating them to

work toward our common goals
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One of our goals is to expand our busjnesses in the emerging

countries where the demand for economical products and

solutions has not yet been completely met For these coun

tries weve launched our SMART simple maintenance-

friendly affordable reliable and timely-to-market initiative to

develop new entry level products tailored to local require

ments for the benefit of our entire Company In the emerging

markets SMART has made our Healthcare Sector for example

the leading supplier of entry-level imaging systems In China

were the market leader in intelligent rail signaling systems

posting annual growth of some 25% over the last five years

As part of our Company wide top initiative we provide our

business units with methods and tools for implementing the

SMART initiative and systematically improving their business

es The top initiative also entails organizing cross Sector and

cross-Division knowledge transfer and awarding prizes for

outstanding projects
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Our responuhibty doesnt end when we complete sale With

both conventional product services and new trailblazing

service offerings we want to further increase customer loyalty

As key component of our growth strategy services generate

reliable revenue with less capital intensity than othet business

activities Were rigorously exploiting our strengths as an intin

grated technology company in order to expand our innovative

services

Were also exploiting our Company wide expertise in the area

of procurement Weve established uniform system of supply

chain management to realize synergies cut costs guarantee

high quality ensure on time delivery provide efficient logis

tics and better utilize our suppliers power of innovation The

system which includes on site reviews of supplier operations

and an energy efficiency program for suppliers is also help

ing us achieve our ambitious sustainability goals by mmli

mizing sustainabilityrelatod risks and enabling us to actively

leverage opportunities in our supply chain

Companywide cooperation across organizational boundaries

creates vast range of opportunities close collaboration

generates the trust we riced to power our integrated techno

logy company faster and more effectively into the future
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spiration unleashes creative potential and expands

makes it vital to our uccess Thats beLa use

nt cultural and educational bar kg rounds pp oach

ly differently and when working together as

nd the best solutions Of course its all the better

It easy to engage in dialogue across borders Ian

as At themens our Teamcenter software solution

rnational cooperation at many company loations

Teamcenter To better leverage the oppoitunk

ersity increase work efficiency develop the best

thern to market faster Allen Wang James

Best and Christian Mellenthin left to right experience

ns in practice every day Thanks to teamcenter they

closely with colleagues around the world without leaving

in the US city of fucker Georgia Read on to learn how

atform making them feel even more losely inte

Siemens family

tuitJ
Deruty

diversity

ing
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TEAMCENTER

THE TURBOCHARGER FOR TEAMWORK

Reach the customer twice as fast Produce and bring to market while the competition is

still in the planning phase Put innovation on the fast track And all this with 280000 prod

uct variants 60000 employees and production facilities around the world This is the ambi

tious vision of our Drive Technologies and Industry Automation Divisions Integrate Enable

Collaborate IEC is what we call our program for greater speed and maximumefficiency

The goal for the years ahead is to bring new products to market much faster in some cases

even twice as fast as in the past

This will require perfect teamwork developers product managers designers production

planners and many other specialists will have to work as one And theyll have to enrich

the data pool with their product and process knowhow whether in the area of computer-

aided design CAD office applications such as word processing or computer-aided manu

facturing CAM This is the only way to make all information available anywhere any

time including everything from the initial idea for product to production planning user

instructions and service feedback The cycle ends when development of the next product

generation begins

Teameenter makes it possible to store and process all the development and production process
data for

our products in single central location thats accessible worldwide The systems unique open architecture

enables users to work with various spedalized development tools even those of other companies

Teamcenter is the name of the Siemens software that makes smart product lifecycle

management PLM across borders and time zones reality Some seven million users

around the world are already working with Teamcenter or other products from Siemens PLM

Software in Plano Texas U.S including nearly all major automotive manufacturers It

comes as no surprise that were also deploying this successful software platform in-house

Roughly 20000 employees at our Drive Technologies and Industry Automation Divisions

will soon be using Teamcenter at 90 locations in 15 countries

The IEC program is unique in its size its complexity and its broad range of applications

Thats why Teamcenter developers are eagerly awaiting feedback from those who are intro

ducing and using the software This feedback will be taken into account when developing

the next generation of Teamcenter And our interest is actually twofold because at Siemens

we dont just sell our products and solutions we use them

11 WWW.SEMENS.COM/ARIDVERSITY

WWW.SlEMENS.COMIARIDlVERSTY-MOVlE

www.SIEMENS.COMITEAMCENTER
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Employees
The. source. of our.s.trength

....

Wre masterrng the major cha11enge of our time contmu

ously breaking new ground and making technology history

But these achievements are only possible because we have

outstanding employees who through their expertise abilities

and dedication have made our Company the global power-

house that it is today Thats why lifelong learning continuous

personal development and the fostering of diversity and

employee commitment are the foundations of our employee

and management culture

Siemens is only as strong as its employees We expect

outstanding performance from our people In return we

support them in unleashing their full potentiaL

Our employees creativity and pioneering spirit are the source

of our strength To build on this foundation and grow even

further we have to attract and retain the best minds in the

world By providing them with additional opportunities to

increase their expertise we also create an atmosphere of trust

and constructive cooperation that enables us to break down

professional linguistic and national barriers throughout our

organization

To outperform our competitors in the global battle for talent

were partnering with the most prestigious universities in

the worlds most important markets Our Siemens Graduate

Program for example provides top university graduates with

an ideal springboard for launching their professional careers

We give these young talents and all Siemens employees

the chance to continuously develop their capabilities master

new challenges and assume ever-greater responsibility As

part of our educational offerings weve set up uniform Core

Leaning Programs worldwide to make cooperation within our

integrated technology company even more effective by en

hancing employee knowhow in key areas like project man

agement software development procurement and human

resources bur central intranet education portal alone offers

our global workforce more than 1.000 business-oriented

courses and programs

Our employees are as diverse as the customers we serve all

around the world People from some 140 different countries

work at our ten largest Regional Companies alone Our employ

ees diverse languages cultures and religions are source of

great strength Multi-cultural teams with broad range of

expertise and perspectives promote the wealth of ideas within

our Company and enhance our power of innovation

With their wide array of

skills experience and qualifications

our people give us decisive

competitive edge in the global arena

To foster diversity throughout our organization weve launched

our Diversity Initiative which bundles targeted measures and

projects for ensuring arid further enhancing diversity at all levels

of our Company Examples include our global network of about

160 Siemens DiversityArnbassadors who identifydiversityissues

Company-wide and our Global Leadership Organization of

Women GLOW To help our employees better understand one

another weve also established intercultural training programs

and initiatives aimed at eliminating unconscious prejudices
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Worldwide presence Were active ri all regions

of the world And our workforce reflects it The

number of Siemens employees outside Europe

has grown continuously in recent fisal years

Employee shareholders Were proud that

roughly 127000 Siemens employees took part

ri employee share programs in fiscal 2012

This is lear 519fl of our employees trust in

our values our vision and in short the future

of cur Company

693
per employee

continuing education We provide employees

at all levels of our Company with an opportunity

to unleash their lull potential In Fiscal 2012

we again increased cur total expenditure for

Etinliflucatiosweitas our educationalplocc

To leverage our employees wealth of ideas for the benefit of

our entire organization weve launched the Ideas In-ipulses

Initiatives 3i Program Company-wide idea management

initiative And its paying off weve put over 500000 employee

suggestions into practice over the last five years achieving

savings of more than .1 billion

But we want to do even better Thats why we conduct world

wide surveys every year to measure employee satisfaction and

pinpoint areas for further improvement We take the survey

findings very seriously since we know that only highly moti

vated employees who identify with our Company can achieve

the excellent results we need to remain successful Our em

ployees commitment expertise and performance are one of

our greatest strengths

Ei FINANCIAL REPORT PAGES 107-109

71 SIEMENS SUSTAINABIUTY REPORT PAGES 70-73

11 WWW.SIEMENS.COM/EMPLOYEES

Siemens employees

worldwide in fiscal 2012

23%
17%
AsiaAustralia

60%
Europe Commonwealth

of Independent tates

Africa Middle East

Siemens employee

shareholders in fiscal 2012

127OOO
employees

1/3
of all employees

Expenditure for continuing.

education in fiscal 2012

283 million
total
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One Siemens Our path to
sustainable value creation

As an integrated technology company we have strong

setup One Siemens which defines metrics for revenue

growth capital efficiency profitability and the optimi

zatlon of our capital structure is the framework for our

Companys sustainable development

11 WWW.sIEUENS.coM/oNE-sEMENS

Framework for sustainable value creation

To increase our revenue use our capital more efficiently and more profitably and optimize To kair rnoe poase see

our capital structure these are our goals Goals that weve further defined with the
coMaNED MANAGEMENT

REPORT PAGES 64-65

clear metrics of our One Siemens framework 1lcen together these metrics comprise

balanced system that provides the basis for generating sustainable increase in value We

have three concrete objectives First we want our revenue growth to outpace that of our

key competitors Second we want our growth to be capital efficient Thats why weve

defined an ambitious target corridor for return on capital employed At the Sector leveL we

want to continuotisly achieve top margins compared to our competitors across industry

cycles And third weve set target for our capital structure that will enable us to achieve

sustainable strongly based profitability
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Capital efficiencyProfltabUity

Return on capital employed/top

margins throughout business cydes

Focus on
innovation-driven

growth markets

Use the power
of Siemens

Get doser

to our customers

Revenue growth

Growth most

relevant competitors

Capital structure

Adjusted industrial

net debtIEBlTDA
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innovation-

markets

Strengthen

urpottioBo

Be pioneer Provide

in tech ology- leading environ-

dnven rnarktt mental portfolio

Focus on innovation-driven growth markets

Our pioneering spirit is basis of our success Our activities are focused on inno- To learn more please see

vation-dri yen markets markets with long-term growth potential To play leading

role in these markets were continuously strengthening our portfolio and further

expanding our Environmental Portfolio

Be pioneer in technology-driven markets

Weve been delivering innovative engineering achievements for 165 years continuously

tapping new markets and occupying new growth fields To enhance this special strength

were concentrating on innovation- and technology-driven growth markets on markets

with potential for our future core business Were strengthening our power of innovation

by leveraging synergies worldwide and increasingly utilizing external expertise Weve

opened our lab doors to universities research institutes and industry partners More than

1000 cooperative research projects ayear enable us to respond quickly to the new require

ments of local and global markets

Strengthen our portfolio

Only by keeping our portfolio focused on attractive future-oriented markets can we achieve

profitable long-term growth Thats why we practice intensive systematic portfolio man

agement The cornerstone of our portfolio policy is the principle that our businesses must

capture and maintain No.1 or No.2 positions in their respective markets The prerequisites

for profitability and growth these leading positions enable us to sustainably increase

Siemens value As the history of our Company proves weve always been successful when

weve been at the forefront of technological innovation Size alone is not enough to ensure

long-term success This is the guiding principle of all significant changes in our portfolio

Provide leading environmental portfolio

Our Environmental Portfolio which bundles products and solutions that contribute to

environmental and climate protection has captured an outstanding position on the tech

nology market worldwide and is one of our strategic growth drivers In fiscal 2012 the

Portfolio generated revenue of 33.2 billion and made substantial contribution to climate

protection At the same time our ecofriendly products and solutions enabled customers

worldwide to slash their CO2 emissions by 332 million tons an amount equal to some 41%

of the CO2 emissions generated in Germany in 2010
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Th learn more please see We want to be close to our markets and strong local partner to our customers

t1 wwwSIEMENS.cOMI
throughout the world Thats why besides playing leading role In the industrial

ONE-SEMEN5
countries were also successfully developing and producing more and more inno

vative products and solutions in the emerging countries The pro fessionalization

and expansion of our service offerings is another of our strategic aims since

innovative services harbor wealth of new business opportunities and intensify

customer loyalty

Grow in emerging markets

The so-called BRIC countries 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 Over the past few years weve achieved strong

growth in the emerging countries The demand for economical products and solutions

tailored to local customer requirements is particularly strong in these countries To meet

this challenge weve launched our SMART simple maintenance-friendly affordable

reliable arid timely-to-market initiative which offers new products targeted for the entry-

level segment

Expand our service business

To get closer to our customers for us this means providing outstanding services that

increase customer value With our comprehensive service offerings we want achieve

the kind of long-lasting customer satisfaction that makes us the first choice for follow-up

investment Its not only our sales organization that nurtures close relationships with our

customers and fosters their loyalty above all its our local service employees who in

some instances building on relationships that go back decades have detailed knowledge

of our customers needs and requirements For these reasons we want to consistently

expand our service business in order to leverage additional potential for profitable growth

Intensify our customer focus

Our customers expect comprehensive single-source consulting thats geared to their

individual needs And its our goal and obligation to meet this expectation everywhere in

the world For us strong customer focus doesnt just mean having an in-depth under

standing of our customers unique requirements it also means providing them with

customized solutions Successful customer support requires excellent employees an

efficient setup and effective methods Only when these three factors have been fully

integrated to form unified whole can we expand our strategic partnerships and create

value for our customets

toour

customers

Expand

ourseivice

business

Grow in niensify

emerging our customet

markets focus

...

Get closer to our customers
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Use the power of Siemens

To rank among the best you have to excel in everything you do And that means To earn more please see

you need an outstanding team At Siemens we have extraordinarily dedicated em-
wwwsteMENs.coMI

ONE-SIEMENS

ployees And we go to great lengths to continuously expand their knowledge while

promoting equal opportunity and nurturing cooperation among men and women

from different countries and cultural backgrounds Our clear and unambiguous

commitment to integrity guides us in our ongoing pursuit of business success Our

actions are governed by binding principles to which we expect our customers

suppliers and employees to adhere

Encourage lifelong learning and development

One of our greatest strengths is our outstanding workforce Our employees expertise

skills and dedication have made Siemens the company it is today Building on this founda

tion were aiming to grow even further And one means to achieving this strategic end

quickly and effectively is continuous learning which not only enhances our peoples

kraowhow but also directly fosters their pioneering spirit initiative and willingness to

assume increasing responsththty All around the world we give our people at all levels

the chance to fully develop their potential

Empower our diverse and engaged people worldwide

Siemens is global powerhouse with highly diverse workforce People from some

140 countries work at our ten .largest Regional Companies alone Thats why we take

systematic approach to diversity Multifaceted teams of employees with broad range of

skills experience and qualifications promote the wealth of ideas at our Company and

strengthen our power of innovation To find out how we can further boost workiorce

motivation we regularly conduct employee surveys worldwide in 40 languages The

survey input is systematically applied to enhance our processes

Stand for integrity

Were committed to fair competition In our efforts to succeed on the worlds markets

we aim to comply with all applicable laws and regulations Ethical business conduct is

non-negotiable component of our corporate culture Weve formulated transparent and

binding principles of behavior and taken dear and unmistakable 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 conduct
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We will emerge from the current economic crisis

with renewed strength Supported by our new

Company-wide program to reduce costs increase

productivity enhance efficiency arid improve

our processes and market access One Siemens

our framework for sustainable value creation

is pointing the way forward

As an integrated technology company we have

virtually unparalleled position in our global

markets position thats made us true partner

of trust to our customers our shareholders and

our employees worldwide

Trust unites us

Building strong partnerships for 165 years
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KEY FIGURES FISCAL 201212

is miiiions of except where rwise stated

NEW ORDERS CONTINUING OPERATIONS

FY2012 76913

F72011

REVENUE CONTINUING OPERATIONS

3%3
FY2012 78296

FY2O11 73.275

INCOME FROM CONTINUING OPERATIONS

FY2012

FY2O11 7376

BASIC EARNINGS PER SHARE IN

CONTINUING OPERATIONS4

FY2012 5.77

P7 2011 8.23

FREE CASH FLOW CONTINUING OPERATIONS

19%F72012

F72011

P72012 0.24

F72011 014

Tarset corridor

Stew orders Adjusted or ergumc growth rates of macsue and new orders Total Sectors

ProPt ROCE adjusted free cash how and cash conversion rate Adjusted EBITOk Net debt

and adjusted industrial net debt are or may be non-9AAP hinanciaI measures Definitions of

these supplemental fnanctal measures discussion oh the most directly comparable PRO

linancial Treasures information regardSrg the usetulness of Siemens supplemental financial

measures the liflatatiOss associated with these measures and reconciliutions to the most

comparable IPSO financial measruren are available on our lrrvestor leatiorOc website under

WWW.SrEMEUS.COM/NONOAAP

Ocschsr 2011 September 10.2012

Adjusted or portfolio and currency translation effects

Rasic earnings per share attributable to sharehcdsiers at SiemerrsAG Put fiscat 2912 and

21.111 weiglrlsrd aussage stores c.srvstandtrg bash iv thousands amounted 8761153 and

813098 stores resprrctisety

Calculated lay divtdng adjusted industrial net dett as of Ssrptwvlmr 30 21.512 and 2011

by adjusted EBITOA

Continuing and discontinued operations

VOLUME

Ff2012 Ff2011 Change

Actual Adjostedt

ROCE ADJUSTED CONTINUING OPERATIONS

P72012 170%

FY 2011 25.3%

tarpt cur odor 1020%

Continuing_operations

New orders 76913 85166 10% 13%

Revenue 78296 73275 7% 3%

EARNINGS FY 2012 P7 2011 Change

Total Sectors

Adjusted EBITOA 9.471 10404 9%
Total Sectors Profit 7543 9442 20%

in revenue Total Sectors 9.5% 12.8%

Continuing operations

Adjusted EBITOA 9788 10701 9%
Income from continuing operations 5184 7376 30%

Basic earnings per 5113t0 in 5.77 8.23

Continuing and discontinued operations

Net income 4590 6321 27%

Basic earnings per share in 44 8.09 7.04 28%

CAPITAL EFFICIENCY Ff2012 PS 2011

Continuing operations

Return on capital employed ROCE adjusted 17.0% 25.3%

CASH PERFORMANCE Ff2012 Ff2111

Continuing operations

Pr cash flow 4790 5918

Cash conversion rate 0.92 0.80

Continuing and discontinued operations

Free cash flow 4562 5150

Cash conversion rate 0.99 0.81

LIQUIDITY AND CAPITAL STRUCTURE September 30 2012 September 30 2011

cash and cash equivalents
10891 12468

Total equity Shareholders of Siemens AG 30733 31530

Net debt 9292 4995

Adjutd industrial net debt 2396 1534

September 30 2012 September 30 2011

Continuing Continuing

EMPLOYEES IN THOUSANDS operations Total operations
Totafi

Employees 370 410 359 402

Germany 119 130 116 127

Outside Germany 250 280 243 275

ADJUSTED INDUSTRIAL NET DEBT

ADJUSTED EBITDA CONTINUING OPERATIONS



SEGMENT INFORMATION AS OF SEPTEMBER30 2012

Energy Revenue 27537 billion

Profit 2159 billion

Healthcare Revenue 13.642 billion

Profit 1815 billion

Our Energy Sector offers wide spectrum of products services and

solutions for the generation and transmission of power and the extrac

tion conversion and transport of oil and gas It primarily addresses

the needs of energy providers but also serves industrial companies

particularly
in the oil and gas industry

Our Healthcare Sector offers customers comprehensive portfolio
of

medical solutions across the treatment chain ranging from medical

imaging to in vitro diagnostics to interventional systems and clinical

information technology systems all from single source In addi

tion the Sector provides technical maintenance professional and

consulting services and together with Financial Services SFS

financing to assist customers in purchasing the Sectors products

Industry Revenue 20508 billion

Profit 2467 billion

infrastructure Cities Revenue 17585 billion

Profit 1102 billion

Our Industry Sector offers broad spectrum of products services

and solutions for the efficient use of resources and energy and im

provements of productivity and flexibility in industry Its integrated

technologies and holistic solutions address primarily industrial cus

tomers such as process and manufacturing industries The portfolio

spans industry automation industrial software and drives products

and services system integration and solutions for industrial plant

businesses After the close of fiscal 2012 the Sector decided to

dispose of its business with mechanical biological and chemical

treatment and processing of water

Our InfrastructureCities Sector offers wide range of sustainable

technologies for metropolitan centers and urban infrastructures

worldwide such as integrated mobility solutions building and secu

rity systems power distribution equipment smart grid applications

and low- and medium-voltage products

Equity Investments Profit 549 million Financial Services Profit 479 million

Total assets 17405 billion

In general the segment Equity Investments comprises equity stakes

held by Siemens that are accounted for by the equity method at cost

or as current available-for-sale financial assets and are not allocated

to Sector SFS Centrally managed portfolio activities Siemens Real

Estate SRE Corporate items or Corporate Treasury for strategic

reasons Our main investments within Equity Investments are our

stake of approximately 50.0% in Nokia Siemens Networks B.V NSN
our 50.0% stake in BSH Bosch und Siemens Hausgerate GmbH BSH
as well as our 49.0% stake in Enterprise Networks Holdings B.V EN

Financial Services SF5 provides variety of financial services and

products both to third parties and to other Siemens entities and their

customers SF5 has three strategic pillars supporting Siemens Sectors

with financing solutions for their customers manage financial risks of

Siemens and
offering third-party financing services and products
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Our first report takes us to Bangalore India where explosive growth is pushing the loc.l infrastructure

to its limits In planning new airport for the booming South Asian metropolis and its surrounding

region the operators selected Siemens to supply complete tailor-made SOiUtlOfl and provide long-

term technical support This close partnership is sign of enormous trust since it entails tremendous

responsibility the reliable operation of such vital infrastructure facilities is indispensible for the

Bangalore regions further economic development

From India we move on to the town of Beuren in southern Germany where cur technology has helped

give young cancer patient new hope In long-term partnership our engineers cooperated with

doctors at Tübingen University Hospital to develop the Biograph mMR scanner which enables physi

cians to monitor the impact of cancer therapies while minimizing radiation exposure To the relief of

15-year-old christian and his family the Biograph mMR showed that his treatment had been success

ful And were very pleased to report that after year of uncertainty the young man is back in school

and again leading normal life

third report provides impressive evidence of how our IT-based services are uniting people all aicund

the world Johannes Zuckschweidt is responsible for developing new services tar manufacturer

of highly specialized machine tools in southwestern Germany His customer Tori de Bruine heads

company that produces metal components in the Netherlands Thanks to our ePS Network Services

Zuckschwerdt can monitor the operation of de Bruines machines remotely via an encrypted online

server Bynotifyirig his customer when machine parts need to be replaced and indicating how work-

flows can be improved and production increased Zuckschwerdt saves de Bruine time and money

while helping him meet tight deadlines and enhance the efficiency of his production processes

In fourth report youll meet Jens Hald Jensen head of the project team thats assembling and testing

six-megawatt wind turbines in the Danish town of stenild These powerful turbines are just one of

the innovative products and solutions were creating to help shape the future cf energy and tap the

opportunities that Germanys transition to new energy system will provide in many other countries

worldwide We want to pass on to our children world thats as healthy bountiful and beautiful as

the one weve inherited And were convinced that well reach this goal if business leaders and govern

ment policymakers woik together to tackle the challenges ahead taking balanced targeted approach

to achieving reliable clean and affordable energy supply

urge you to take look at all five special reports Theyll provide you with an inside look at our day-to

day operations and at the ways were leveraging our strengths as an integrated technology company

increasing our customers competitiveness reinforcing our own business success and improving the

lives of people worldwide through our investments in research and development investments that

totaled 42 billion in fiscal 2012





Our goal Excellence

Were closely connected with people everywhere with workers in factories with the operators and

users of infrastructure facilities with engineers in laboratories and research centers And its because

were so closely connected with people in so many different regions and environments that were also

able to precisely gauge their needs and their technology requirements We know for instance that

customers across the board are increasingly demanding tailor-made IT applications and software

solutions And were the ideal partner to provide these solutions since we have the necessary industry

expertise and products in areas ranging from power plant coritiols and building management systems

to healthcaie solutions and manufacturing technologies NASA the U.S space agency utilized IT of

this kind to develop the Mars rover curiosity whose fascinating images are yet further testimony to

our engineering excellence We know the challenges posed by the restructuring of the worlds energy

supply Arid we know the challenges facing todays city planners To addiess these urban challenges

weve been showcaFina future-oriented solutions for the worlds fast-growing cities at the Crystal our

urban development center in London since September 2012 Az company thats been internationally

oriented since its founding we also know the worlds new high-growth markets the BRIC countries

.1

and the so-called second-wave countries like South Africa Indonesia and Turkey Weve been active in

all four BRIC countries for more than 100 years In Russia and South Africa weve had operations for

over 150 years Long-term partnerships like these build trust and create opportunities to promote

sustainable development on local basis while generating profitable growth for our Company All four

of our Sectors are exploiting these opportunities worldwide by continuing to sharpen their focus on

the megatrends of our globalized age climate change demographic change and urbanization Our

Healthcaie Sector has also profited from the rigorous implementation of Agenda 2013 the efficiency-

boosting program we launched in November 2011

All in all Siemens is well positioned to seize the opportunities of the future as we demonstrated

again in fiscal 2012 Continuing decade of substantially improved performance we posted 7%

increase in revenue and generated 5.2 billion in income from continuing operations one ot our

laigest profits ever would like to thank Siemens employees aiDund the world for their commitment

and their contribution to this success As fiscal 2012 also confirmed our earnings per share have

considerably increased over the last decade as well still just 2.92 in 2002 they now tdtal more than

And thanks to our tradition of foresighted financial policies we can be sure that our operations

will continue to have very stable basis in the future

But fiscal 2012 makes clear that we havent always adapted flexibly enough to changes in our markets

and in our market position and we havent placed sufficient emphasis everywhere on continuously

improving our Company and driving its efficiency New orders declined 10% during the year and

although we increased our revenue we didnt meet the targets wed set for profitability relative to our

competitors

Our review of fiscal 2012 shows that were good but not as good as we can be Looking to the future

this means well have to intensify our efforts in order to outpace our competitors once again and

achieve the results that we as Siemens employees and you as our shaiholders have right to expect

of our Company
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In September2012 we opened our flagship sustainabllity center the

Crystal in the heart of the London Docklands district thats pioneer

in urban renewal

The Crystal Londons newest landmark is home to an exhibition show-

casing infrastructure solutions that are already making our cities more

sustainable environmentally friendly and livable The moment you enter

the Crystal with its futuristic architecture and construction youll see

why this iconic structure is one of the most sustainable buildings in the

world Thanks to green technologies from our Environmental Portfolio

the Crystal meets the highest environmental standards raising the bar

for sustainablØbuilding

Join us at the Crystal Talk to our experts about the options and opportu

nities for sustainable city development Explore some fascinating urban

projects And see for yourself what the future holds for the worlds

metropolises

WWW.THECRVSTAL.ORG

The Crystal vision of the urthm future
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with avarietyof peth nnelrelated topics The Committee endorsed decision by the Managing Board

to issue wanant bonds with avajtje of upto US$5 billion and amended the Articles of Association after

the Companyrs capital stock had been reduced as result of the Managing Boards decision to retire

treasury stock that had been acquired as part of share buyback program

The Mediation Committee was not required to meet in fiscal 2012

The Finance and Investment Committee met three times It also voted on five proposals using

notional or written voting process
The focuses of its meetings included the preparation of the

decision regarding the budget for fiscal 2012 the further development of the Companys medium-

term strategy the Companys pension system and the approval of Company investment projects

The Audit Committee met six times In the presence of the independent auditors the President and

Chief Executive Officer the Chief Financial Officer and the General Counsel the Committee discussed

the financial statements and the Combined Management Report for Siemens AG and Siemens world

wide the proposal for the appropriation of net income and the Annual Report on Form 20-F for the

U.S Securities and Exchange Commission SEC In addition the Audit Committee made recommen

dation to the Supervisory Board regarding the Supervisory Boards proposal to the Annual Shareholders

Meeting concerning the election of the independent auditors The Audit Committee also gave in-depth

consideration to the appointment of the independent auditors for fiscal 2012 to monitoring the audi

tors independence and qualifications as well as the additional services they perform to determining

their fee and to the audit reviews of the Companys quarterly financial reports and the half-year finari

cial report In addition the Audit Committee dealt with the Companys financial reporting process

and risk management system and with the effectiveness resources and findings of the internal audit

as well as with reports concerning potential and pending legal disputes The Audit Committee also

focused on Company compliance with the provisions of Section 404 of the Sarbanes-Oxley Act SOA

and on the internal audit of the effectiveness of our internal controls regulatory compliance and the

integrity of our financial reporting

The Compliance Committee met five times in fiscal 2012 At its meetings which were generally attended

by Dr Theodor Waigel inhis capacity as Monitor the Committee discussed primarily the quarterly reports

and the annual report submitted by the Chief Compliance Officer and the Chief Counsel Compliance

The Committee also concerned itself with the preparation of the communications measures to be imple

merited in connection with the conclusion of the Monitorship

The Nominating Committee met six times in fiscal 2012 in order to prepare
the election of the

Supervisory Boards shareholder representatives by the Annual Shareholders Meeting of Siemens AG

on January23 2013 When preparing the list of candidates to be proposed to the Supervisory Board

the Nominating Committee took into account the requirements of the German Stock Corporation Act

the German Corporate Governance Code and the Bylaws for the Supervisory Board as well as the

goals that the Supervisory Board had set for its own composition The Nominating Committee consid

ered in particular the character integrity commitment professionalism and independence of the

individuals recommended for nomination With view to the Companys international orientation

the Nominating Committee attached particular importance to ensuring that sufficient number of

members had extensive international experience It also endeavored to ensure that the participation

of women was appropriate and that at least six shareholder representatives on the Supervisory Board

14



were independent in the meaning of Section 5.4.2 of the German Corporate Governance Code The

Nominating Committee recommended that the Supervisory Board propose to the Annual Shareholders

Meeting on January23 2013 that Dr Gerhard Crornme Dr Josef Ackermann Gerd von Brandenstein

Michael Diekmann Dr Hans Michael Gaul Prof Dr Peter Gruss arid Dr Nicola Leibiriger-KÆnimüller be

reelected and that Gerard Mestrailet GUler Sabanci and Werner Wenning be elected for the first time

to serve as shareholder representatives on the Supervisoryaoard At an election held on September25

2012 in accordance with the provisions of the German CodeterminationAct the following individuals

were elected to serve as employee representatives on the Supervisory Board effective the end of

the Annual Shareholders Meeting on January 23 2013 Berthold Huber Lothar Adler Bettina Hailer

Hans-JUrgen Hartung Robert Kensbock Harald Kern Jurgen Kemer Dr Rainer Sieg Birgit
Steinborn

and Sibylle Wankel

Topics at the plenary meetings of the Supervisory Board

Regular topics of discussion at the Supervisory Boards plenary meetings were revenue profit and

employment development at Siemens AG at the Sectors and at Siemens worldwide as well as the

Companys financial position profitability and major investment and divestment projects The Manag

ing Board reported to us regularly and comprehensively on Company planning and on the Companys

strategic development business operations and current situation

At our meeting on November 92011 we discussed the key financial figures for fiscal 2011 and approved

the budget for 2012 We also determined the compensation of Managing Board members for fiscal 2011

on the basis of their achievement of performance-related targets The appropriateness of this compen

sation was confirmed by an independent compensation consultant

At our meeting on November 302011 we primarily discussed the financial statements and the Com

bined Management Report for Siemens AG and Siemens worldwide as of September 302011 as well as

the agenda for the Annual Shareholders Meeting on January 242012 We also discussed the Annual

Report for 2011 in particular the Corporate Governance report induded therein and established

the targets for Managing Board compensation in fiscal 2012

At our meeting on January 232012 the Managing Board reported on the Companys business and

financial position following the conclusion of the first quarter We also conducted by-elections for the

Audit Committee and the Finance and Investment Committee

At our meeting on April 242012 the Managing Board reported on the Companys business and finan

cial position following the condusion of the second quarter of fiscal 2012 In addition the Energy

Sector reported on the situation in its business We also discussed profit protection measures with the

Managing Board

At our meeting on July 252012 we discussed the Companys business and financial position follow

ing the conclusion of the third quarter and decided to approve the Managing Boards plan to acquire

Siemens shares in order to retire them offer them for purchase to employees members of the govern

ing bodies of Affiliated Companies and members of the Managing Board andor use them to service

convertible bonds or Warrant bonds In addition we concerned ourselves with the new version of the

German Corporate Governance Code of May15 2012 The Healthcare Sector also reported on the

situation in its business
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At our meeting on September 19 2012 the Managing Board provided us with an overview of the

current state of the Company On the occasion of the opening of an information and dialogue center

for urban development in London the Infrastructure Cities Sector reported on the situation in its

business in addition the Regional Company reported on business development in the UK We were

also provided with an overview of the activities of Siemens Corporate Technology and approved the

acquisition of LMS International NV Leuven aelgium LMS International NV is leading provider of

industry software for the testing and mechatronic simulation of complex products

Corporate Governance Code

The Supervisory Board concerned itself with the provisions of and amendments to the German Corpo

rate Governance Code At our meeting on July25 2012 we discussed the amendments to the German

Corporate Governance Code contained in the new version of May15 2012 At our subsequent meeting

on September19 2012 the Bylaws for the Supervisory Board were amended to take into account the

requirements of the newversion of the Code In addition we adjusted the concrete goals for the Super

visoryBoards composition which are set out in chapter B.1 CORPORATE GOVERNANCE REPORT PAGES 22-25

below in order to take those requirements into account and determined that in our estimation the

Supervisory Board had an appropriate number of independent members Information on corporate

governance at the Company and detailed report on the level and structure of the compensation paid

to the members of the Supervisorynd Managing Boards is provided in chapter COMPENSATiON

REPORT PAGES 31-4 below At their meetings on September 10 and 19 2012 respectively the Managing

Board and the Supervisory Board approved the issuance of an unqualified Declaration of Conformity

pursuant to Section 161 of the German Stock Corporation Act Aktiengesetz stating that the Company

complies with all the recommendations of the German Corporate Governance Code in the version of

May15 2012 and will continue to do so in the future The exception mentioned in the Declaration of

Conformity of October 12011 namely that the current compensation rules for the Supervisory Board

do not stipulate performance-related compensation component no longer applies since the new

version of the Code no longer indudes recommendation regarding the performance-related compen

sation of supervisoryboard members Siemens Declaration of Conformity with the German Corporate

Governance Code is permanently available to shareholders on the Companys website

Detailed discussion of the financial statements

Ernst Young GmbH Wirtschaftsprufungsgesellschaft audited the Annual Financial Statements of

Siemens AG the Consolidated Financial Statements of Siemens worldwide and the Combined Manage

ment Report for Siemens AG and Siemens worldwide for the fiscal year ended September 302012 in

accordance with the requirements of the German Commercial Code HGB and approved them without

reservation The Annual Financial Statements of Siemens AG and the Combined Management Report

for Siemens AG and Siemens worldwide were prepared in accordance with the requirements of German

commercial law The Consolidated Financial Statements of Siemens worldwide were prepared in

accordance with the International Financial Reporting Standards IFES as adopted by the European

Union EU and with the additional requirements set out in Section 315a of the German Commercial

Code HGB The financial statements also comply with the IFRS as issued by the International

Accounting Standards Board IASB The independent auditors conducted their audit in accordance

with Section 317 of the HGB arid in compliance with the generally accepted German standards for the

audit of financial statements promulgated by the Institut der Wirtschaftspriller IDW and with the

International Standards on Auditing ISA The above-mentioned documents as well as the Managing

Boards proposal for the appropriation of net income were submitted to us by the Managing Board ma
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timely manner.The Audit Committee discussed the Managirig Boards proposal for the appropriation of

net income in detail at its meeting on November 2011 The Committee discussed the Annual Financial

Statements Siemens AG the Consolidated Financial Statements of Siemens worldwide and the

Combined Management Report in detail at its meeting on November 272012

The audit reports prepared by Ernst Young GmbH Wirtschaltsprüfungsgesellschaft were distributed

to all members of the Supervisory Board and comprehensively reviewed at our meeting on November 28

2012 in the presence of the independent auditors who reported on the main findings of their audit

The independent auditors also reported that there were no major weaknesses in the Companys internal

audit or risk management systems At this meeting the Managing Board explained the financial state

ments of Siemens AG and Siemens worldwide as well as the Companys risk management system The

independent auditors also discussed the scope focal points and costs of the audit

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

Audit Committee and our own examination we have no objections The Managing Board prepared the

Annual Financial Statements of Siemens AG and the Consolidated Financial Statements of Siemens

worldwide We adopted the Annual Financial Statements and approved the Consolidated Financial State

ments We endorse the Managing Boards proposal that the net income available for distribution be

used to pay out dividend of 3.00 per share entitled to dividend and that the amount of net income

attributable to shares of stock not entitled to receive dividend for fIscal 2012 be carried forward

Changes in the composition of the Supervisory and Managing Boards

Dieter Scheitor resigned from the Supervisory Board effective the end of the regular Annual Share

holders Meeting on January24 2012 Effective January25 2012 Jurgen Kerner was appointed to the

Supervisory Board by court order At the Supervisory Board meeting on January23 2012 Mr Kerner

was elected to succeed Mr Scheitor as employee representative on the Audit Committee and the Finance

and Investment Committee effective January 25 2012 The Supervisory Board would like to thank

Mr Scheitor for his many years of loyal support

There were no changes in the compositien of the Managing Board in fiscal 2012

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

and the employee representatives of all Siemens companies for their work

For the Supervisory Board

Dr Gerhard Cromxne

Chairman

Berlin and Munich November28 2012
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A.4 THE SIEMENS SHAREI INVESTOR RELATIONS

CHANGE IN THE VALUE OF AN INVESTMENT IN SIEMENS SHARES IN FISCAL 2012 wiTh DIVIDENDS REINVESTED INDEXED

Siemens DAX MSC WOd

The Siemens share price developed positively over the course

of fiscal 2012 However the markets were volatile during this

period due to ongoing uncertainty in the eurozone After in

creasing at the beginning of the fiscal year stock markets in

general and the Siemens share price in particular declined for

several months Then in June 2012 positive stock market

trend began This trend continued until the end of fiscal 2012 In

August 2012 the Company launched share buyback program

From the start of the buyback program until the end of the

fiscal year the Siemens share price gained more than 13%

In the last few years we have increased our dividend several

times in some cases substantially from 1.60 per share in

fiscal 2009 to 3.00 per share in fiscal 2011 Inline with the div

idend policy of the One Siemens framework we intend for our

shareholders to profit significantly from Siemens financial

success again this year As result the Managing Board and

Supervisory Board will propose dividend payment of 3.00

per share for fiscal 2012 representing payout ratio of 56%

Siemens AG continues to have very sound financial basis In

an environment in which the ratings of many countries have

come under pressure the Company continues to enjoy good

investment-grade credit ratings In the course of the above-

mentioned share buyback program we repurchased shares up

to the end of November 2012 with value of about 2.9 billion

In September 2012 the Company also retired some 33.2 million

of its own shares thereby reducing its capital stock from about

914 million shares to 881 million

A.4.1 Stock markets

Siemens share price increases

Reflecting economic developments the stock market envi

ronment was characterized by continuously increasing share

prices during the first four months of fiscal 2012 October

2011 to January 31 2012 These gains were then lost in the

following months with prices bottoming out in June 2012

The markets subsequently recovered steadily from this

trough again reaching their previous high for the year toward

the end of fiscal 2012

Over the entire fiscal year Siemens stock performed compara

tively well in this market environment closing at 77.61 per

share on September 30 2012 For shareholders who reinvested

their dividends this amounted to gain of 18.6% fiscal 2011

loss of 9.5% compared to the closing price year earlier The

Siemens share performed somewhat more wealdy than the

leading international index MSCI World which rose 21.6%

and remained noticeably behind the leading index of the

German stock market the DPiX which advanced 31.2%

LONG-TERM PERFORMANCE OF SIEMENS SHARES

COMPARED WITH LEADING INDICES

AVERAGE ANNUAL PERFORMANCE WITH DIVIDENDS REINVESTED

Ten-year period FY 2803 FY 2012

Stemeno 11.3%

DAX 10.1%

MSCI World 8.0%

long-term comparison illustrates the strength of the Siemens

share the assets of an investor who acquired Siemens stock

worth 1000 at the beginning of fiscal 2003 and reinvested

the dividends in additional Siemens shares would have in

creased to 2911 by the end of fiscal 2012 This annual return

of 11.3% is noticeably above the corresponding results for the

DAX 30 10.1% and MSCI World 8.0%

k4.2 Stable dividend proposed

At the Annual Shareholders Meeting the Managing Board and

the Supervisory Board will propose dividend payment of

3.00 After the substantial dividend increases in fiscal 2010
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DIVIDEND

Fiscal year FY 2012 FY 2011 FY 2010 FY 20011 FY 2008

DMdond
per

share in 300k 3.00 270 1.60 1.60

Dividend yield its 042 3.9 3.9 2.9 2.4 3.6

Ex-dMdend date Jan 242013 Jan 25 2012 Jan 262011 Jan 27 2010 Jan 23 2009

Net income in millions of 4590 6321 4068 249 5886

Total dividend payout in millions of 252 2629 2356 1388 1380

Payout ratio in %C 56 43 58 56 23

tased on curreneiy estimated number of shares entitled to dividend payment

Exdushn9 nuts-cash seems is fiscal 2009 and fiscal 2010 NON arid Dli itnpainnent

cOyotes the
payout uto etualed 34% in fiscal 2009 and 46%t fiscal 2010

and fiscal 2011 this proposal reflects our earnings position in

fiscal 2012 and is in strict accordance with our payout policy

Representing payout ratio of 56% this proposal continues

our tradition of paying attractive dividends to our investors

A.4.3 Share buyback program

and reduction of capital stock

In August 2012 against the backdrop of favorable capital market

conditions Siemens optimized its capital structure and initiated

buyback of Company stock with value of approximately

2.9 billion Under this program which was finalized on

November 2012 total of about 38 million shares were

acquired at an average price of 76.90 per share The repur

chased shares can be used to cancel and reduce capital stock

to issue shares to employees the board members of Affiliated

Companies and members of the Managing Board and to service

convertible bonds and warrant bonds The share buyback was

financed through long-term debt

In addition to the share buyback program the Company also

retired approximately 33.2 mfflion of its own shares in Septem

ber 2012 thereby reducing its capital stock from about 914 mil

lion shares to 881 million

A.4.4 Shareholder structure

With some 740000 shareholders Siemens AG is one of the

worlds largest publicly owned companies An analysis of our

shareholder structure conducted in August 2012 showed that

shareholders in Germany hold the largest percentage of our

share capital about 30% of all outstanding shares Sharehold

ers in the U.S hold roughly 16% and shareholders in the U.K
around 9%while investors in France and Switzerland hold 8%

and 6% respectively

Some 59% of Siemens outstanding shares are currently held

by institutional investors about 20% by private shareholders

and around 6% by members of the Siemens family

A.4.5 Credit ratings

Siemens AG has good investment-grade credit ratings

Aa3/P-1/outlook stable from Moodys Investors Service and

eAA1/outlook stableu from Standard Poors are very posi

tive ratings particularly when compared to those of our com

petitors in the industry segment Our solid financial position

gives us unrestricted access to the international financial and

capital markets

INVESTOR TYPE AND REGIONAL DISTRIBUTiON

Institutional

investcsts 59%

rrVute investorS 2016

Siemens femsly Geerreeny 30%

members 6%

U.K 9%

Uolctenhfied

investors 1516 U.S. 16%

Switzerland 6%

France 6%

Rest of world 9%

Uoidentifind 15%

This figure eludes 5.02% stake in Siemens capital snuck held by 8iac.ktock Holdccs

Inc. Wilmington U.S 5.058 stake in Siemens capital stock held by Blacktoclc ins

New Yoilc U.S and 3.04% stake in Siemens capital stock helrl by the State of Qatar

Dote Qatar represented by sire 010 Company limited George town Grand Cayman

as reported to us by these organizations

To be proposed to th Annual Shareholders Meerin9

tMdeod
payout

Siemens share price on day
of Anneal Shareholders

Meeting

for fiscal 2012 dividend pa oult5emens simm price at fiscal yeas-end

This ligate includes 1.30% stake in Siestrens capital stoct fcrwhiclr the curs Siemens

vermoers.werwaltun Gsrsbfl exetcises voting ngtsts under powers of attorney and

3.03% stake held by the Wemervan Siemens Stiftunq Zag Swrteerland as repcrrtvsl to

as by tire Stiltung

135 Cl Consolidated Financial Statements 239 Additional Information

19



At the end of fiscal 2012 the net debt of Siemens AG was

9292 million with cash and cash equivalents of 10891 mil

lion For further information on our credit ratings and financial

obligations please see NOTE 28 TO THE CONSOLIDATED FINANCIAL

STATEMENTS PAGES 190-191

CREDIT RATINGS

SepMrrber 30 2012 Septei Ibvr 30 201

Moodys Uoociys

Investors 5tindrd lnvesois Standard

Service Poors Sersice Paors

Long-term debt Aa3 Af Al

Short-term debt P-I A-I-i- P-I A-I

STOCK MARKET INFORMATION

iri UNLESS OTHERWISE INDICATED

FY012 CV 2011

Stock price range Xotra closing price

High 79.71 99.38

Low 63 06 64.45

Fiscal year-end 97.61 68.12

Number of shares issued

September30 in millions 881 914

Market
cspitalization in millions of 66455 59554

Besic earnings per
share

from continuing operations 577 8.23

Diluted earnings per share

from continuing operabors 5.71 8.14

Dividend per share 3.00 3.00

A.4.6 Siemens on the capital market

We take our responsibility to maintain an intensive dialogue

with the capital market very seriously Cultivating close con

tacts with our shareholders we keep them informed of all ma
jor developments throughout Siemens

As part of our investor relations work we provide information

on the Companys development in quarterly semiannual and

annual reports Our CEO and CFO also maintain close contact

with investors through roadshows and conferences In addi

tion Siemens holds Sector Capital Market Days at which the

management of our Sectors informs investors and analysts

about the Sectors business strategies and market environ

ments

We also provide extensive information online Quarterly semi

annual and annual reports analyst presentations press re

leases and our financial calendar for the current year please

see FINANCIAL CALENDAR PAGE 2s1 which includes all major

publication dates as well as the date of the Annual Share

holders Meeting are available at

WWW.SIEMENS.COM/INVESTORS

Stock-based compensation programs

Siemens has set itself the goal of more intensively fostering

profit-sharing culture at the Company and encouraging em

ployees to become shareholders Thats why we offer various

share-based payment programs to our employees In fiscal

2012 5225138 Siemens shares were issued to service these

programs namely the Stock Awards program the Share

Matching Program including the Base Share Program the

Share Matching Plan and the Monthly Investment Plan and the

Jubilee Program Non-vested and outstanding grants under the

various plans will result in additional share issuances to em

ployees in the future For more detailed information on share-

based payment please see NOTE 33 TO THE CONSOLIDATED

FINANCIAL STATEMENTS PAGES 208-211

Our Company-wide Share Ownership Guidelines specify that

the members of the Managing Board and roughly 550 senior

executives must hold an interest in Siemens equal in value to

between 50% and 300% of their base compensation for the

period in which they hold office For further information on

our employee share programs please see NOTE 33 TO THE

CONSOLIDATED FINANCIAL STATEMENTS PAGES 208-211

Piscal yvvr
h.rnr klobrn ito Svprvrsbor 33

On the bvsis ol outslvnndinng shares

Repardinn ctivities dassifie.d vs discontinued operations prior periods urn presented

on cnrsparabie bass

To be proposed no the Annual Shareholdrrr Meeting

A.4.7 Profit-sharing culturel
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8.1 CORPORATE GOVERNANCE REPORT

Good corporate governance is the basis for our decision-mak

ing and control processes and comprises responsible value-

based management and monitoring focused on long-term suc

cess goal-oriented and efficient cooperation between our

Managing and Supervisory Boards respect for the interests of

our shareholders and employees transparency and responsi

bility in all our entrepreneurial decisions and an appropriate

risk management system

Siemens AG fully complies with all recommendations of the

German Corporate Governance Code Code in the version of

May15 2012

The Managing Board and the Supervisory Board of Siemens AG

have discussed compliance with the Codes recommendations

in detail Based on their deliberations the boards have ap

proved the annual Declaration of Conformity as of October

2012 This document is posted on our website and available on

PAGE 28

Siemens voluntarily complies with the Codes non-binding

suggestions with the following exception

In fiscal 2011 the Supervisory Board decided to appoint Dr

Roland Busch Klaus Helmrich and Dr Michael SuB to the

Managing Board each for term of five years and therefore

to no longer follow the suggestion set out in Section 5.1.2

para sentence of the Code according to which the maxi

mum possible appointment period of five years should not

be the rule for first-time appointments to managing board

Our listing on the New York Stock Exchange NYSE subjects

us to number of provisions under U.S securities laws in

cluding the Sarbanes-Oxley Act SOA as well as to the rules

arid regulations of the U.S Securities and Exchange Comrnis

sion SEC and the NYSE To facilitate our compliance with the

SOA we have among other things Disclosure Committee in

place comprising the heads of number of our Corporate

Units This committee is responsible for reviewing certain fi

nancial and non-financial information and advising our Man

aging Board in its decisions regarding disclosure We also have

procedures in place that require the members of the manage

ment of our Sectors Divisions Financial Services Cross-Sec

tor Services Regional Clusters and certain Corporate Units

supported by certifications provided by the management of

entities under their direction to confirm to us the correct

ness of the financial data that they have reported to Siemens

corporate headquarters and the effectiveness of the related

control systems Their confirmation provides basis for our

CEO and CFO to certify our financial statements to the SEC

Consistent with the requirements of the SOA we have proce

dures for handling accounting complaints in place as well as

Code of Ethics for Financial Matters This Code of Ethics for

Financial Matters was last updated in 2010

B.1.1 Management and control structure

B.1.1.1 SUPERVISORY BOARD

Siemens AG is subject to German corporate law It has two-

tier board structure consisting of Managing Board and Su

pervisory Board As required by the German Codetermination

Act Mithestimmungsgesetz the Companys shareholders

and its employees each select one-half of the Supervisory

Boards members The term of office of the current members of

the Supervisory Board will expire at the close of the Annual

Shareholders Meeting 2013

The Supervisory Board first defined the objectives for its com

position in fiscal 2010 At its meeting on September 19 2012 it

modified these objectives in order to bring them into line with

Section 5.4.1 of the amended Code of May 15 2012 and reap-

proved them as follows

The composition of the Supervisory Board of Siemens AG

shall be 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 necessary to carry out the

functions of Supervisory Board member in multinational

company and safeguard the reputation of Siemens in public

In particular care shall be taken in regard to the personality

integrity commitment professionalism and independence

of the individuals proposed for election The goal is to en

sure that in the Supervisory Board as group all know-

how and experience is available that is considered essential

in view of Siemens activities

Taking the Companys international orientation into ac

count care shall also be taken to ensure that the Super

visory Board has an adequate number of members with

extensive international experience The goal for the next

Supervisory Board election in 2013 is to make sure that the

present considerable share of Supervisory Board members

with international background is maintained

In its election proposals the Supervisory Board shall also

pay particular attention to the appropriate participation of

women Qualified women shall already be included in the

initial process of selecting potential candidates for new elec

tions or for the filling
of Supervisory Board positions that

have become vacant arid shall be considered as appropriate

in nominations There are currently four women on our

Supervisory Board Our goal is at the minimum to maintain
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and if possible to increase this number at the next Super

visory Board election in 2013 It is also intended that woman

join the Nominating Committee following this Supervisory

Board election

An adequate number of independent members shall belong

to the Supervisory Board Material and not only temporary

conflicts of interest such as organizational functions or ad

visory capacities with major competitors of the company

shall be avoided Under the presumption that the mere exer

cise of Supervisory Board duties as an employee representa

tive gives no cause to doubt the compliance with the inde

pendence criteria pursuant to Section 5.4.2 of the Code the

Supervisory Board shall have minimum of sixteen mem
bers who are independent in the meaning of the Code In

any case the Supervisory Board shall be composed in such

way that number of at least six independent shareholder

representatives in the meaning of Section 5.4.2 of the Code

is achieved In addition the Supervisory Board members

shall have sufficient time to be able to devote the necessary

regularity and diligence to their mandate

The age limitation established in the Bylaws of the Supervi

sory Board will be taken into consideration In addition no

more than two former members of the Managing Board of

Siemens AG shall belong to the Supervisory Board

The status of implementation of these objectives can be sum

marized as follows On September 25 2012 three women were

elected pursuant to the German Codetermination Acts provi

sions regarding the election of employee representatives to

supervisory boardto serve as employee representatives on

Siemens Supervisory Board Their terms of office will begin at

the close of the Annual Shareholders Meeting on January 23

2013 In fiscal 2012 the Nominating Committee met six times

in order to prepare the election of the Supervisory Boards

shareholder representatives by the Annual Shareholders Meet

ing 2013 In proposing candidates to the Supervisory Board

the Nominating Committee took into account not only the re

quirements of the German Stock Corporation Act the Code

and the Bylaws for the Supervisory Board but also the Super

visory Boards objectives for its composition On the basis of

the Nominating Committees the Supervisory Board will pro

pose that the Annual Shareholders Meeting 2013 elect as

shareholder representatives on the Supervisory Board several

candidates who are currently engaged in international activi

ties and/or have many years of international experience The

candidates will include two women one of whom is intended

to join the Nominating Committee following the Supervisory

Board election

Some Supervisory Board members hold or have held in the

past year high-ranking positions at other companies with

which Siemens does business Nevertheless transactions be

tween Siemens and such companies are carried out on an

arms length basis We believe that these transactions do not

compromise the independence of the Supervisory Board mem
bers in question

The Supervisory Board oversees and advises the Managing

Board in its management of the Companys business At regu

lar intervals the Supervisory Board discusses business devel

opment planning strategy and implementation It reviews

the Annual Financial Statements of Siemens AG the Consoli

dated Financial Statements of Siemens worldwide Manage

ment Reports of these financial statements and the proposal

for the appropriation of net income It also discusses Siemens

quarterly and half-yearly reports and approves the Annual Fi

nancial Statements of Siemens AG as well as the Consolidated

Financial Statements of Siemens worldwide taking into ac

count both the audit reports issued by the independent audi

tors thereon and the results of the review conducted by the

Audit Committee In addition the Supervisory Board concerns

itself with the Companys adherence to the statutory provi

sions official regulations and internal Company policies com

pliance It also appoints the members of the Managing Board

and determines each members duties tmportan Managing

Board decisions such as those regarding major acquisitions

divestments and financial measures require Supervisory

Board approval unless the Bylaws for the Supervisory Board

specify that such authority be delegated to the Finance and In

vestment Committee of the Supervisory Board In the Bylaws

for the Managing Board the Supervisory Board has established

the rules that govern the work of the Managing Board in par

ticular the rules regarding the allocation of duties among indi

vidual Managing Board members the matters reserved for the

Managing Board as whole and the quorum required for Man

aging Board decisions

The Supervisory Board currently has six committees whose du

ties responsibilities and procedures fulfill the requirements of

the German Stock Corporation Act and the Code reflect appli

cable SOA requirements and incorporate applicable NYSE rules

as well as certain NYSE rules with which Siemens AG com

plies voluntarily Each committees chairperson provides the

Supervisory Board with regular reports regarding the activities

of his or her committee

The Chairmans Committee which comprises the Chairman

and Deputy Chairmen of the Supervisory Board as well as one

further employee representative elected by the Supervisory

Board performs the collective tasks of nominating compen

sation and corporate governance committee to the extent

that such tasks are not performed by the Nominating Commit-
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tee and German law does not require that such tasks be per

formed by the full Supervisoty Board In particular the Chair

mans Committee makes proposals regarding the appointment

and dismissal of Managing Board members handles contracts

with members of the Managing Board prepares the determi

nation of Managing Board compensation and the review of the

Managing Board compensation system to be conducted at the

Supervisory Boards plenary meetings In preparing recom

inendations on the appointment of Managing Board members

the Chairmans Committee takes into account candidates

professional qualifications international experience and lead

ership qualities the boards long-range plans for succession as

well as the boards diversity and in particular the appropriate

consideration of women The Chairmans Committee concerns

itself with questions regarding the Companys corporate gov

ernance and prepares the resolution regarding the Declaration

of Conformity with the Code to be approved by the Supervisory

Board Furthermore the Chairmans Committee submits rec

ommendations to the Supervisory Board regarding the compo

sition of Supervisory Board committees and decides whether

to approve business transactions with Managing Board mem
bers and parties related to them

The Audit Committee comprises the Chairman of the Supervi

sory Board two of the Supervisory Boards shareholder repre

sentatives and three of the Supervisory Boards employee rep

resentatives According to German law the Audit Committee

must include at least one independent Supervisory Board

member with knowledge and experience in the application of

accounting principles or the auditing of financial statements

The Chairman of the Audit Committee Dr Hans Michael Gaul

fulfills these German statutory requirements The Supervisory

Board has designated Dr Hans Michael Gaul in addition to

Dr Gerhard Cromme as an audit committee financial ex

pert as defined by the SOA and the regulations of the SEC

The Audit Committee oversees the accounting process It also

prepares the Supervisory Boards recommendation to the An

nual Shareholders Meeting concerning the election of the in

dependent auditors and submits the corresponding proposal

to the full Supervisory Board Furthermore in addition to the

work perfornted by the independent auditors the Audit Com

mittee discusses the Companys financial statements prepared

quarterly half-yearly and annually by the Managing Board On

the basis of the independent auditors report on the annual if

nancial statements the Audit Committee makes after its own

review recommendations to the Supervisory Board regarding

the approval of the Annual Financial Statements of Siemens

AG and the Consolidated Financial Statements of Siemens

worldwide It concerns itself with the Companys risk monitor

ing system and oversees the effectiveness of the internal con

trol system as this relates in particular to financial reporting

the risk management system and the internal audit system

The Internal Audit Department reports regularly to the Audit

Committee The Audit Committee awards the audit contract to

the independent auditors elected by the Annual Shareholders

Meeting and monitors the independent audit of the financial

statements including in particular the auditors indepen

dence professional expertise and services and performs

other functions assigned to it under the SOA

The Compliance Committee comprises the Chairman of the

Supervisory Board two of the Supervisory Boards shareholder

representatives and three of the Supervisory Boards employee

representatives The Compliance Committee concerns itself in

particular with the Companys adherence to the statutory pro

visions official regulations and internal Company policies

The Nominating Committee which comprises the Chairman

of the Supervisory Board and two of the Supervisory Boards

shareholder representatives is responsible for making recom

mendations to the Supervisory Boards shareholder represen

tatives regarding the shareholder candidates to be proposed for

election to the Supervisory Board by the Annual Shareholders

Meeting In preparing these recommendations the objectives

specified by the Supervisory Board regarding its composition

are to be taken into account as well as the required knowledge

abilities and experience of the proposed candidates attention

shall also to be paid to independence diversity and in particu

lar the appropriate participation of women

The Mediation Committee which comprises the Chairman of

the Supervisory Board the First Deputy Chairman who is

elected in accordance with the German Codetermination Act

one of the Supervisory Boards shareholder representatives

and one of the Supervisory Boards employee representatives

submits proposals to the Supervisory Board in the event that

the Supervisory Board cannot ieach the two-thirds majority re

quired for the appointment or dismissal of Managing Board

member

The Finance and Investment Committee comprises the

Chairman of the Supervisory Board three of the Supervisory

Boards shareholder representatives and four of the Superviso

ry Boards employee representatives Based on the Companys

overall strategy which is the focus of an annual strategy meet

ing of the Supervisory Board the Committee prepares the dis

cussions and resolutions of the Supervisory Board regarding

questions relating to the Companys financial situation and

structure as well as its fixed assets and financial investments

In addition the Finance and Investment Committee has been

authorized by the Supervisory Board to decide on the approval

of transactions and measures that require Supervisory Board
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approval and have value of less than 600 million The Fi

nance and Investment Committee also exercises the right of

the Supervisory Board pursuant to Section 32 of the German

Codetermination Act to make decisions regarding the exercise

of ownership rights resulting from interests in other compa

nies Section 32 para sentence of the German Codetermina

tion Act stipulates that decisions made by the Finance and In

vestment Committee require only the votes of the shareholder

representatives

The composition of the Supervisory Board and its committees

is presented in chapter 0.7 SUpERVISORY BOARD AND MANAGING

BOARD ON PAGES 232-235 Information on the work of this body

is provided in the Report of the Supervisory Board on -3 PAGES

12-17 The compensation paid to the members of the

Supervisory Board is explained in the Compensation Report on

PAGES 4243

8.1.1.2 MANAGING BOARD

As the Companys top management body the Managing Board

is committed to serving the interests of the Company and

achieving sustainable growth in Company value The mem
bers of the Managing Board are jointly responsible for the

entire management of the Company and decide on the basic

issues of business policy and corporate strategy as well as on

the Companys annual and multi-year plans

The Managing Board prepares the Companys quarterly and

half-yearly reports the Annual Financial Statements of

Siemens AG and the Consolidated Financial Statements of

Siemens worldwide In addition the Managing Board must en

sure that the Company adheres to the statutory provisions of

ficial regulations and internal Company policies compliance

and works to achieve compliance with these provisions and

policies within the Siemens group Further comprehensive in-

formation on the compliance program and related activities in

fiscal 2012 is available on PAGES 29-30 Compliance Report

and PAGES 109-111 The Managing Board and the Supervisory

Board cooperate closely for the benefit of the Company The

Managing Board informs the Supervisory Board regularly com

prehensively and without delay on all issues of importance to

the Company with regard to strategy planning business de

velopment financial position earnings compliance and risks

When filling managerial positions at the Company the Manag

ing Board takes diversity into consideration and in particular

aims for an appropriate consideration of women

The Bylaws for the Managing Board provide for the establish

ment of committees to deal with specific tasks Currently there

is one Managing Board committee the Equity and Employee

Stock Committee This committee comprises three members of

the Managing Board and oversees the utilization of authorized

capital in connection with the issuance of employee stock and

the implementation of certain capital measures It also deter

mines the scope and conditions of the share-based compensa

tion components and/or programs for employees and manag

ers with the exception of the Managing Board

The composition of the Managing Board and its committee is

presented in chapter o.i SUPERVISORY BOARD AND MANAGING

BOARD ON PAGES 236-235 of this Annual Report Information on

the compensation paid to the members of the Managing Board

is provided in the Compensation Report on PAGES 35-41

B.1.1.3 SHARE OWNERSHIP

As of October12 2012 the Managing Boards current members

held total of 293808 2011 248137 Siemens shares repre

senting 0.03 2011 0.03% of the capital stock of Siemens AG

which totaled 881000000 2011 914203421 shares

As of the same day the Supervisory Boards current members

of the Supervisory Board held Siemens shares representing

less than 0.01 2011 less than 0.01% of the capital stock of

Siemens AG which totaled 881000000 2011 914203421

shares These figures do not include the 11454464 2011

11715342 shares or 1.30 2011 1.28% of the capital stock of

Siemens AG which totaled 881000000 2011 914203421

shares over which the von Siemens-Vermogensverwaltung

GmbH vSV German limited liability company has voting

control under powers of attorney based on an agreement

between among others members of the Siemens family

including Gerd von Brandenstein and vSV These shares

are voted together by vSV based on proposals by the family

partnership established by the Siemens family or by one of its

committees Gerd von Brandenstein is the current chairman

of the executive committee and has deciding vote in cases

of deadlock

B.1.2 Purchase or sale

of the Companys shares

Pursuant to lSa of the German Securities Trading Act WpHG
members of the Managing Board and the Supervisory Board

are legally required to disclose the purchase or sale of shares

of Siemens AG or of financial instruments based thereon if the

total value of such transactions entered into by board mem
ber or any closely associated person reaches or exceeds 5000

in any calendar year
All transactions reported to Siemens AG

in accordance with this requirement have been duly published

and can be found on the Companys website

IJ WWW.SIEMENSCOM/DIRECTORS-DEAUNGS
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8.1.3 Shareholder relations

Siemens AG reports to shareholders on its business develop

ment financial position and earnings on regular basis four

times year An ordinary Annual Shareholders Meeting at

which we also report on business development normally

takes place within the first four months of each fiscal year The

Managing Board facilitates shareholder participation in this

meeting through electronic communications in particular

the Internet and enables shareholders who are unable to at

tend the meeting to vote by proxy Furthermore shareholders

may exercise their right to vote in writing or by means of elec

tronic communications voting by mail The Managing Board

may enable shareholders to participate in the Annual Share

holders Meeting without the need to be present at the venue

and without proxy and to exercise some or all of their rights

fully or partially by means of electronic communications The

reports documents and information required by law includ

ing the Annual Report may be downloaded from our website

The same applies to the agenda for the Annual Shareholders

Meeting and to possible counterproposals or shareholders

nominations if any that are required to be disclosed

The Annual Shareholders Meeting decides among other

things on the appropriation of net income the ratification of

the acts of the Managing and Supervisory Boards and the ap

pointment of the independent auditors Amendments to the

Articles of Association and measures that change the Compa

nys capital stock are approved at the Annual Shareholders

Meeting and are implemented by the Managing Board Share

holders may submit proposals regarding the proposals of the

Managing and Supervisory Boards and may contest decisions

of the Annual Shareholders Meeting Shareholders owning

Siemens stock with an aggregate notional value of 100000 or

more may also demand the appointment of special auditors to

examine specific issues

As part of our investor relations activities we inform our inves

tors comprehensively about developments within the Company

For communication purposes Siemens makes extensive use

of the Internet We publish quarterly half-yearly and annual

reports earnings releases ad hoc announcements analyst pre

sentations and press releases as well as the financial calendar

for the current year which contains the publication dates of

significant financial communications and the date of the Annu

al Shareholders Meeting at wwwsiMENscoMItNvEsToRs

Details of our investor relations activities are provided on

PAGE 20 of this Annual Report

8.1.3.1 CORPORATE GOVERNANCE GUIDELINES

Our Articles of Association the Bylaws for the Supervisory

Board and for its most important committees the Bylaws for

the Managing Board all our Declarations of Conformity with

the Code and variety of other corporate-governance-related

documents are posted on our website at www.slEntENs.coM

CORPORATE-GOVERNANCE

8.1.4 Significant differences between

Siemens corporate governance and

NYSE Corporate Governance Standards

Companies listed on the NYSE are subject to the Corporate

Governance Standards of Section 303A NYSE Standards of

the NYSE Listed Company Manual Under the NYSE Standards

Siemens AG as foreign private issuer is permitted to follow

its home-country corporate governance practices in lieu of the

NYSE Standards except that it must comply with the NYSE

Standards in having an audit committee whose members are

independent within the meaning of the SOA as well as with

certain NYSE notification obligations In addition the NYSE

Standards require that foreign private issuers disclose any sig

nificant differences between their own corporate governance

practices and those that the NYSE Standards require of U.S do

mestic companies

As company incorporated in Germany Siemens AG must

comply in the first instance with the German Stock Corpora

tion Act and the German Codetermination Act and voluntarily

follows the recommendations of the German Corporate Gov

ernance Code as set out on pAGES 22-25 above Further

more Siemens complies with all binding rules and regula

tions of the markets on which its securities are listed such as

the NYSE and also voluntarily complies with many of the

NYSE requirements that by their terms apply only to U.S do

mestic issuers

The significant differences between our governance practices

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

8.1.4.1 TWO-TIER BOARD STRUCTURE

The German Stock Corporation Act requires Siemens AG to

have two-tier board structure consisting of Managing

Board and Supervisory Board The two-tier structure is char

acterized by strict separation of management and supervi

sion The roles and responsibilities of each of the two boards

are clearly defined bylaw The composition of the Supervisory
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Board is determined in accordance with the German Codeter

mination Act which stipulates that one-half of the required

20 Supervisory Board members are to be elected by our em

ployees in Germany The Chairman of the Supervisory Board is

entitled to cast deciding vote when the Supervisory Board is

unable to reach decision in two separate rounds of voting

B.1.4.2 INDEPENDENCE

In contrast to the NYSE Standards which require board of

directors to affirmatively determine the independence of the

individual directors with reference to specific tests of indepen

dence German law does not require the Supervisory Board to

make such affirmative findings on an individual basis German

law requires an audit committee to include at least one in

dependent supervisory board member with knowledge and

experience in the application of accounting principles or the

auditing of financial statements In addition the Bylaws for

Siemens Supervisory Board contain several provisions to help

ensure the independence of our Supervisory Boards advice

and supervision Furthermore the members of our Super

visory and Managing Boards are strictly independent of one

another member of one board is legally prohibited from be

ing concurrently active on the other Our Supervisory Board

members have independent decision-making authority and

are legally prohibited from following any direction or instruc

tion Moreover they may not enter into consulting service or

certain other contracts with Siemens unless approved by the

Supervisory Board We also use the independence criteria of

the Code as guiding principles

B.1.4.3 COMMITTEES

In contrast to the NYSE Standards which require the creation

of several specific board committees composed of indepen

dent directors and operating pursuant to written charters that

define their tasks and responsibilities the Supervisory Board

of Siemens AG has assigned many of the functions of nomi

nating compensation and corporate governance committee to

its Chairmans Committee arid has delegated part of the re

maining functions to its Nominating Committee Neverthe

less certain responsibilities for example the determination

of the compensation of the members of the Managing Board

have not been delegated to committee because German law

requires that these functions be performed by the full Super

visory Board The Audit Committee the Chairmans Committee

and the Compliance Committee have written bylaws adopted

by the Supervisory Board that define their respective tasks

and responsibilities The NYSE Standards were taken into con

sideration in drawing up these bylaws

The Audit Committee of Siemens AG is subject to the require

ments of the SOA and the U.S Securities Exchange Act of 1934

as these apply to foreign private issuer and performs in co

operation with the Compliance Committee functions similar

to those assigned to an audit committee by the NYSE Stan

dards Nevertheless German law prohibits delegating certain

responsibilities such as the selection of independent audi

tors who under German law must be elected at the share

holders meeting to committee

The Supervisory Board of Siemens AG also has Finance and

Investment Committee and Mediation Committee the latter

of which is required under German law Neither of these com

mittees is required by the NYSE Standards

B.1.4.4 SHAREHOLDER APPROVAL OF EQUITY

COMPENSATION PLANS STOCK REPURCHASES

The NYSE Standards generally require that the domestic i.e

U.S companies listed on the NYSE obtain shareholder approv

al of all equity compensation plans including stock option

plans and of any material revisions to such plans Under

German law the creation of authorized or contingent capital

in order to issue shares requires approval by our shareholders

Shareholders must also approve of the key points of stock op

tion plan as part of decision regarding the creation of contin

gent capital or the authorization to repurchase and use

Siemens shares for servicing stock option plan

Under German law share buybacks generally require prior

shareholder authorization Such authorization was last given

at our Annual Shareholders Meeting on January 25 2011 and

this matter will as general rule be voted upon at the expira

tion of each authorization
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8.2 CORPORATE GOVERNANCE STATEMENT PURSUANT TO

SECTION 289a OF THE GERMAN COMMERCIAL CODE

The Corporate Goveri4ance statement pursuant to Section 289a

of the German Commercial Code Handelsgesetzbuch is an

integral part of the Combined Management Report In accor

dance with Section 317 para sentence of the German Com

mercial Code the disclosures made within the scope of Section

289a of the German Commercial Code are not subject to the

audit by the auditors

DECLARATION OF CONFORMITY WITH

THE GERMAN CORPORATE GOVERNANCE CODE

The Managing Board and the Supervisory Board of Siemens AG

approved the following Declaration of Conformity pursuant to

Section 161 of the German Stock Corporation Act as of October

2012

Declaration of Conformity by the Managing Board and the

Supervisory Board of Siemens Aktiengesellschaft with the

German Corporate Governance Code

Siemens AG fully complies and will continue to comply with

the recommendations of the German Corporate Governance

Code Code in the version of May 15 2012 published by the

Federal Ministry of Justice in the official section of the elec

tronic Federal Gazette elektronischer Bundesanzeiger

Since making its last Declaration of Conformity dated October

2011 Siemens AG has complied with the recommendations of

the Code in the prior version of May 262010 with the exception

stated and explained therein that contrary to the provisions of

Section 5.4.6 para sentence of the Code in the prior version

of May 26 2010 the rules for the compensation of the Super

visory Board members contain no performance-related compen

sation components since in our view purely fixed compensa

tion reinforces the independence of the Supervisory Board The

deviation no longer applies because the recommendation for

performance-related compensation for Supervisory Board mern

bers is no longer induded in the new version of the Code

Berlin and Munich October 12012

Siemens Aktiengesellschaft

The Managing Board The Supervisory Board

INFORMATION ON

CORPORATE GOVERNANCE PRACTICES

Suggestions of the Code

Siemens voluntarily complies with the Codes non-binding

suggestions with the following exception

In fiscal 2011 the Supervisory Board decided to appoint

Dr Roland Busch Klaus Helmrich and Dr Michael SuB to the

Managing Board each for term of five years and therefore to

no longer follow the suggestion set out in Section 5.1.2 para

sentence of the Code according to which the maximum pos

sible appointment period of five years should not be the rule

for first-time appointments to Managing Board

The Code can be downloaded from the Internet at

tJ www.slEMENs.coM/289a

Further Corporate Governance Practices applied beyond legal

requirements are contained in our Business Conduct Guidelines

Our Companys values and

Business Conduct Guidelines

In the 165 years of its existence our Company has built an ex

cellent reputation around the world Technical performance

innovation quality reliability and international engagement

have made Siemens one of the leading companies in electron

ics and electrical engineering It is top performance with the

highest ethics that has made Siemens strong This is what the

Company should continue to stand for in the future

The Business Conduct Guidelines provide the ethical and legal

framework within which we want to maintain successful activi

ties They contain the basic principles and rules for our conduct

within our Company and in relation to our external partners and

the general public They set out how we meet our ethical and

legal responsibility as company and give expression to our cor

porate values of being Responsible Excellent Innovative

The Business Conduct Guidelines can be downloaded from the

Internet on 1l WWW.SIEMENS.COM/289a

OPERATION OF THE MANAGING BOARD
THE SUPERVISORY BOARD AND COMPOSITION

AND OPERATION OF THEIR COMMITTEES

The composition of the committees of the Managing and Super

visory Boards is given under chapter SUPERVISORY 8OARE

AND MANAGING BOARD ON PAGES 232-238 respectively of the An

nual Report as is description of the composition of the Man

aging Board and the Supervisory Board The compositions can

be accessed via the Internet on www.sirMEws.coM/2a9a

general description of the functions and operation of the

Managing Board and the Supervisory Board can be found under

the heading Management and control structure under chap

ter B.1.i cORPORATE GOVERNANCE REPORT ON PAGES 22-25 and

on 11 WWW.$IEMENS.COM/29a Further details regarding the

operation of the Managing and Supervisory Boards can be de

rived from the description of the committees as well as from

the bylaws for the corporate bodies concerned These docu

ments can be found at www.slEsaENs.coM/2s9a
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13.3 COMPUANCE REPORT

For Siemens promoting integrity means acting in accordance

with our values responsible excellent and innovative

wherever we do business key element of integrity is compli

ance which means for us adherence to the law and to our

own internal regulations We have zero tolerance for corrup

tion and violations of the principles of fair competition Pre

venting misconduct before it occurs is our primary goal When

we cant prevent wrongdoing in individual cases we investi

gate and take rigorous disciplinary action irrespective of the

people involved or their positions

Our Business Conduct Guidelines describe how we fulfill our

compliance-related responsibilities Theyre also an expression

of our values and lay the foundation for our own internal regu

lations For us compliance is not just program but the way

we do business and uphold integrity at our Company Our

compliance system instills permanent awareness of these

responsibilities in all our managers and employees We actively

support the ratification and enactment of the United Nations

Convention against Corruption which provides important

guidance for our entire organization

B.3.1 Our compliance priorities

In fiscal 2011 we focused our compliance activities on four

priorities that provide the basis for the ongoing development of

our compliance system This approach has proven its worth Our

compliance priorities take into account and fulfill the continu

ously evolving requirements in the field of compliance require

ments that are the result of our own compliance work on the

one hand and of changing market conditions on the other

Weve revised our compliance priorities for fiscal 2013

Stand for integrity

Committed to business

Manage risk and assurance

Focus on efficiency

The following topics will also be the focus of our activities in

fiscal 2013

B.3.2 Integrity dialogue Communica

tion between managers and employees

We keep managers and employees in areas with high risk pro

files up to date on the latest compliance requirements This is

an established and key element of our preventive measures

For us strengthening our managers personal responsibility

for compliance is vital Thats why we strive to ensure their

commitment to our compliance goals and help them foster

integrity visibly and energetically

The principle is simple First Compliance Officers train the top

managers in their respective units These managers then train

their immediate subordinates who in turn train those under

them This compliance training is integrated into already

scheduled meetings and personal discussions and thus in

creases the importance of dialogue between managers and

their teams Business units select the training materials from

catalogue of modules thats available Company-wide and sup

plement these with specific compliance-related topics relevant

for their own businesses

THE SIEMENS COMPLIANCE SYSTEM

Management responsibility

Compliance risk management

Policies and procedures

Training and communication

Advice and support

Integration in personnel processes

Collective action

Whisileblowing channels Tell us

and ombudsman

Compliance c.antrals

Monitoring and compliance reviews

Compliance audits

compliance investigations

Consequences tar misconduct

Remediatiori

Global case tracking
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B.3.4 CoUective action SupportingWell begin introducing our integrity dialogues Company-wide

in fiscal 2013 Compliance Officers will support managers

throughout the process Theyll also support the business units

in selecting the employees for whom participation in compliance

training programs and integrity dialogues is obligatory Man

agers will select participants on the basis of Company-wide

regulations taking into account among other things the re

sults of compliance risk assessments CRAs process that

will enhance both management responsibility for compliance

and the business-specific and risk-related orientation and effi

ciency of our entire compliance system

B.3.3 Compflance risk assessments

at business units

Initiating effective measures to detect and minimize com

pliance-related risks in business operations at an early stage is

the heart of successful compliance system Our assessment

and monitoring processes are being further improved by our

CRAs In use since the beginning of fiscal 2012 the CRA pro

cess improves the links between compliance and business

operations at Siemens

Every year the CEOs of our business units meet with other key

managers and the relevant Compliance Officers to systemati

cally determine the compliance-related risks at their respective

units The compliance-related risks identified in the process

are then assessed and measures for reducing them defined

The resulting analyses are incorporated into the Company-

wide compliance risk analysis which covers the material com

pliance-related risks for Siemens as whole

The accurate assessment of compliance-related risks depends

on close and trust-based cooperation between the managers

and specialists at our business units on the one hand and our

Compliance Officers on the other

business success through fair competition

Siemens promotes ethical business practices and fair competi

tion beyond Company boundaries this too is one of our key

compliance priorities

Going it alone can have only limited impact in the fight

against corruption If real progress is to be made as many

stakeholders as possible must act in concert Thats why weve

joined forces with other organizations to combat corruption

and promote ethical markets through collective action and

through the Siemens Integrity Initiative

Now that weve established collective action throughout the

Company and involved large number of our business units

engaging with numerous partners in its implementation we

plan to focus our collective action activities in fiscal 2013 on

our particular business requirements more intensively than in

the past There are many ways to do this For example future

CRAs can increase the emphasis on defining collective action

measures such as fair competition partnerships between bid

ders for large contracts or the voluntary self-commitment of

industry federations to compliance stardards that reduce com

pliance-related risks As in the other areas described close and

trust-based cooperation between Compliance Officers sales

personnel and managers will play key role here in identifying

appropriate measures

The further development of our compliance system entails

continuously adapting it to the evolving requirements in the

field of compliance Our overall aim remains unchanged we

want to anchor compliance permanently throughout our glob

al Company in order to ensure that we continue making sound

business decisions based on clear principles of integrity

To learn more please see

CHAPTER C.8.1O OP THE COMBINED MANAGEMENT REPORT

WWW.SIEMENS.COMICOMPLIANCE
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8.4 COMPENSATION REPORT

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 the compensation paid to Supervisory Board members

This section is based on the recommendations of the German

Corporate Governance Code and includes disclosures in accor

dance with the requirements of the German Commercial Code

HGB German Accounting Standards DRS and International

Financial Reporting Standards IFRS The Compensation Report

is an integral part of the Combined Management Report

B.4.1 Remuneration of members

of the Managing Board

B.4.1.1 REMUNERATION SYSTEM

The remuneration system for the Managing Board at Siemens

is intended to provide an incentive for successful corporate

management with an emphasis on sustainability Members of

the Managing Board are expected to make long-term commit

ment to and on behalf of the Company and may benefit from

any sustained increase in the Companys value In the interest

REMUNERATiON SYSTEM FOR MANAGING BOARD MEMBERS

Cash

compensation

of that aim substantial portion of their total remuneration

is linked to the performance of Siemens stock further aim

is for their remuneration to be commensurate with the

Companys size and economic position Exceptional achieve

ments are to be rewarded adequately while falling short of

goals is intended to result in an appreciable reduction in remu

neratiori The Managing Boards compensation is also struc

tured so as to be attractive in comparison to that of competi

tors with view to attracting outstanding managers to our

Company and keeping them with us for the long term

The system and levels for the remuneration of the Managing

Board are determined and reviewed regularly by the Supervisory

Board based on proposals from the Chairmans Committee

The Supervisory Board reviews remuneration levels annually

to ensure that they are appropriate In that process the eco

nomic situation and the results of the Company as well as the

performance of the individual Managing Board members are

taken into account In addition the Supervisory Board consid

ers the adequacy of remuneration in comparison with stan

dard practice at similar companies and with the compensation

structure valid elsewhere in the Company The remuneration

system that has been used for the Managing Board members

since fiscal 2011 was approved by large majority at the Annual

Shareholders Meeting on January 25 2011
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In fiscal 2012 the remuneration system for the Managing Board

had the following components

Non-performance-based components

Base compensation

Base compensation is paid as monthly salary It is reviewed

regularly and revised if appropriate The base compensation

of President and CEO Peter Läscher was set at the time of his

appointment on July 2007 and has remained essentially

unchanged since then It is 2000000 per year The base

compensation of the other members of the Managing Board

has been 900000 per year since October 12010

Other compensation

Other compensation includes costs or the cash equivalent of

non-monetary benefits and perquisites such as provision of

Company car contributions toward the cost of insurance

reimbursement of fees for legal advice tax advice and accom

modation and moving expenses including gross-up for any

taxes that have to be borne in this regard as well as costs

relating to preventive medical examinations

Performance-based components
Variable compensation component bonus
The variable compensation component bonus is based on

the Companys business performance in the past fiscal year

The targets for the variable compensation component are de

rived from One Siemens our target system for sustainably en

hancing corporate value On the basis of this target system

the Supervisory Board at the beginning of each fiscal year

defines specific targets for several parameters These target

parameters in addition to other factors also apply to senior

executives with view to establishing consistent target sys

tem throughout the Company

For 100% target attainment target amount the amount of

the bonus equals the amount of base compensation The

bonus is subject to ceiling cap of 200% If targets are sub

stantially missed the variable component may potentially not

be paid at all

The Supervisory Board is entitled to revise the amount result

ing from attaining targets by as much as 20% upward or down

ward at its duty-bound discretion pflichtgemaBes Ermessen

the adjusted amount of the bonus paid can be as much as

240% of the target amount In choosing the factors to be con

sidered in deciding on possible revisions of the bonus payouts

20% the Supervisory Board takes account of incentives for

sustainable corporate management The revision option may

also be exercised in recognition of Managing Board members

individual achievements

The bonus is paid half in cash and half in the form of non-for

feitable stock commitments Bonus Awards After four-year

waiting period the beneficiary will receive one share of

Siemens stock for each Bonus Award Instead of the transfer of

Siemens stock an equivalent cash settlement may be effected

Long-term stock-based compensation

Long-term stock-based compensation consists of grant of

forfeitable stock commitments Stock Awards The beneficiar

ies will receive one free share of Siemens stock for each Stock

Award after restriction period Beginning with fiscal 2011 the

restriction period for Stock Awards ends at the close of the sec

ond day after publication of the operating results for the fourth

calendar year after the date of the award

In the event of extraordinary unforeseen developments that

have an impact on the stock price the Supervisory Board may

decide to reduce the number of promised Stock Awards retro

actively or it may decide that in lieu of transfer of Siemens

Stock only cash settlement in defined and limited amount

will be paid or it may decide to postpone transfers of Siemens

Stock for payable Stock Awards until the developments have

ceased to have an impact on the stock price

In the event of 100% target attainment the annual target

amount for the monetary value of the Stock Awards commit

ment will be 2.5 million for the President and CEO and mil

lion for each of the other members of the Managing Board Be

ginning with fiscal 2011 the Supervisory Board has the option

of increasing on an individual basis the target amount for

member of the Managing Board who has been reappointed by

as much as 75% above the amount of million for one fiscal

year at time This option enables the Supervisory Board to

take account of the Managing Board members individual ac

complishments and experience as well as the scope and de

mands of his or her function This rule does not apply to the

President and CEO

The foundation for the performance-based component of long-

term stock-based compensation is One Siemens our target

system for sustainably enhancing corporate value The allo

cation rules for long-term stock-based compensation take this

focus into account as follows

On the one hand half of the annual target amount for the

annual Stock Awards is linked to the average basic earnings

per share EPS for the last three completed fiscal years from

continuing and discontinued operations In principle the

target value is the average basic earnings per share from

continuing and discontinued operations from the past three

fiscal years completed prior to the year of compensation At

the end of each fiscal year the Supervisory Board decides on

32

To our Shareholders 21 rpateGcveriance

22 5.1 Corporate Governance Report

28 5.2 Corporate Governance statement pursuant to

Section 289a of the German Commercial Code

part of the Combined Management Report

29 5.3 Compliance Report

31 54 Compensation Report

part of the Combined Management Report

44 13.5 Takeover-relevant Information pursuant to

Sections 289 para and 315 para.4 of the

German Commercial Code and explanatory report

part of the Combined Management Report



figure that represents that years target attainment which

may lie between 0% and 200% cap This target attainment

will then determine the actual monetary value of the award

and the resalting number of Stock Awards

On the other hand the development of the performance of

Siemens stock compared to its competitors is to have di

rect effect on compensation For this purpose with respect

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

Awards the Supervisory Board will first grant number of

Stock Awards equivalent to the monetary value of half the

target amount on the date of the award The Supervisory

Board will also decide on target system target value for

100% and target curve for the performance of Siemens

stock relative to the stock of competitors at present ABB

General Electric Philips Rockwell Schneider The refer

ence period for measuring the target will be the same as the

four-year restriction period for the Stock Awards After this

restriction period expires the Supervisory Board will deter

mine how much better or worse Siemens stock has per

formed relative to the stock of its competitors This determi

nation will yield target attainment of between 0% and

200% cap If target attainment is above 100% an additional

cash payment corresponding to the outperformance is ef

fected If target attainment is less than 100% number of

Stock Awards equivalent to the shortfall from the target will

expire without replacement

With regard to the further terms of the Stock Awards the same

general principles apply for the Managing Board and for senior

executives these principles are discussed in more detail in

NOTE 33 IN 0.6 NOTES TO CONSOLIDATED FiNANCIAL STATEMENTS

That note also indudes further information about the stock-

based employee investment plans

Share Ownership Guidelines

The Siemens Share Ownership Guidelines are an integral part

of the remuneration system for the Managing Board and senior

management These guidelines require the members of the

Managing Board after certain buildup phase to hold

Siemens stock worth multiple of their base compensation

300% for the President and CEO 200% for the other members

of the Managing Board during their term of office on the Man

aging Board The determining figure in this context is the aver

age base compensation that the relevant member of the Man

aging Board has drawn over the four years of the buildup

phase Accordingly changes that have been made to base com

pensation in the meantime are included Non-forfeitable stock

awards Bonus Awards are taken into account in determining

compliance with the Share Ownership Guidelines

Evidence that this obligation has been met must first be pro

vided after the buildup phase and updated annually thereafter

If the value of the accrued holdings declines below the mini

mum to be evidenced from time to time because the market

price of Siemens stock has fluctuated the member of the

Managing Board must acquire additional shares

Pension benefit commitments

The members of the Managing Board like all Siemens AG em
ployees are included in the Siemens Defined Contribution

Benefit Plan BSAV Under the BSAV members of the Manag

ing Board receive contributions that are credited to their per

sonal pension account The amount of the annual contribu

tions is based on predetermined percentage which refers to

the base compensation and the target amount for the bonus

This percentage is decided annually by the Supervisory Board

it was set most recently at 28% The non-forfeitabiity of pen

sion benefit commitments is in compliance with the provi

sions of the German Company Pensions Act Betriebsrenten

gesetz Special contributions may be granted to Managing

Board members on the basis of individual decisions of the

Supervisory Board In the case of new appointments of mem
bers of the Managing Board from outside the Company these

contributions may be defined as non-forfeitable from their

inception If member of the Managing Board had earned

pension benefit entitlement from the Company before the

BSAV was introduced portion of his contributions went

toward financing this prior commitment

Members of the Managing Board are entitled to benefits under

the BSAV on reaching the age of 60 at the earliest They may

choose to have their accrued pension benefit balance paid out

as pension as lump sum or in maximum of twelve annu

al installments If the pension option is chosen decision

must be made as to whether it should indude pensions for

surviving dependents If member of the Managing Board dies

while receiving pension benefits will be paid to the members

surviving dependents if the member has chosen such benefits

The Company will then provide limited-term pension to sur

viving children until they reach age 27 or age 25 in the case of

commitments made on or after January 2007

Benefits from the retirement benefit system that was in place

before the BSAV was introduced are normally granted as pen
sion benefits with surviving dependents pension In this

case as well payout in installments or lump sum may be

chosen instead of pension payments

Members of the Managing Board who were employed by the

Company on or before September 30 1983 are entitled to

transition payments for the first six months after retirement

equal to the difference between their final base compensa

tion and the retirement benefits payable under the corporate

pension plan
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Commitments in connection with

termination of Managing Board membership

Managing Board contracts provide for compensatory pay

ment if membership on the Managing Board is terminated pre

maturely by mutual agreement without serious cause The

amount of this payment must not exceed the value of two

years compensation cap The amount of the compensatory

payment is calculated on the basis of the base compensation

and the variable components of compensation actually re

ceived for the last fiscal year before termination The compen

satory payment is payable in the month when the member

leaves the Managing Board In addition one-time exception

al contribution is made to the BSAV The amount of this contri

bution is based on the BSAV contribution that the Board mem
ber received for the previous year together 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 Manag

ing Board is agreed upon at the members request or if there is

serious cause for the Company to terminate the employment

relationship

In the event of change of control that results in substantial

change in the position of the Managing Boatd member e.g
due to change in corporate strategy or change in the Man

aging Board members duties and responsibilities the mem
ber of the Managing Board has the tight to terminate his or her

contract with the Company for good cause change of con

trol exists if one or more shareholders acting jointly or in con

cert acquire majority of the voting rights in Siemens AG and

exercise controlling influence or if Siemens AG becomes

dependent enterprise as result of entering into an intercom

pany agreement within the meaning of Section 291 of the Ger

man Stock Corporation Act or if Siemens AG is to be merged

into an existing corporation or other entity If this right of ter

mination is exercised the Managing Board member is entitled

to severance payment in the amount of not more than two

years compensation The calculation of the annual compensa

tion indudes not only the base compensation and the target

amount for the bonus but also the target amount for the Stock

Awards in each case based on the most recent completed fis

cal year prior to termination of the contract The stock-based

components for which firm commitment already exists will

remain unaffected There is no entitlement to severance pay-

ment if the Managing Board member receives benefits from

third parties in connection with change of control Moreover

there is no right to terminate 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 total

compensation or severance amount Compensatory or sever

ance payments will be reduced by 15% as lump-sum allow

ance for discounted values and for income earned elsewhere

However this reduction will apply only to the portion of the

compensatory or severance payment that was calculated with

out taking account of the first six months of the remaining

term of the Managing Board members contract

If member leaves the Managing Board the variable compo
nent bonus is determined pro rata temporis after the end of

the fiscal year in which the appointment was terminated and

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

may be If the employment contract is terminated in the course

of an appointment period the non-forfeitable stock awards

Bonus Awards for which the waiting period is still in progress

will remain in effect without restriction If the employment

agreement is terminated because of retirement disability or

death Managing Board members Bonus Awards will be set

tled in cash as of the date of departure from the Board

By contrast stock commitments that were made as long-term

variable compensation Stock Awards and for which the re

striction period is still in progress will expire without replace

ment if the employment agreement is terminated in the course

of an appointment period The same applies if the employ

ment agreement is not extended after the end of an appoint

ment period either at the Board members request or because

there is serious cause that would have entitled the Company to

revoke the appointment or terminate the contract However

once granted Stock Awards do not expire if the employment

agreement is terminated because of retirement disability or

death or in connection with spin-off the transfer of an op

eration or change of activity within the corporate group In

this case the Stock Awards will remain in effect upon termina

tion of the employment agreement and will be honored on ex

piration of the restriction period
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B.4.1.2 REMUNERATION OF THE MEMBERS
OF THE MANAGING BOARD FOR FISCAL 2012

On the basis of our One Siemens target system at the begin-

fling of the fiscal year the Supervisory Board set the targets and

weighting for the unchanged parameters compared to the pre

vious year organic revenue growth return on capital em

ployed ROCE adjusted and free cash flow in each case on the

basis of continuing operations together with earnings per

share EPS on the basis of continuing and discontinued opera

tions The definition of these parameters and their weighting

acknowledges sustainable enhancement of corporate value

An internal review of the appropriateness of the Managing

Boards compensation for fiscal 2012 has confirmed that the re

muneration of the Managing Board resulting from the target at

tainment for fiscal 2012 is to be considered appropriate Follow

ing the decision on determining the achievement of the targets

set at the beginning of the fiscal year the Supervisory Board

decided at its meeting on November 2012 to set the variable

compensation component bonus the Stock Awards to be

granted and the pension benefit contributions as follows

Variable compensation component bonus
In setting the targets for the variable compensation bonus at

the beginning of fiscal 2012 the Supervisory Board took into

account that the Company focuses on sustainable apprecia

tion of value

The primary focus of the decision was capital-efficient

growth consequently for fiscal 2012 more importance was

attributed to the target parameters of organic revenue

growth and return on capital employed ROCE adjusted

For ROCE adjusted the target value from the prior year

remained unchanged

The target for free cash flow was increased noticeably com

pared to the prior year

As consequence the following targets were set and attained

with respect to the variable compensation component

Target parameter Weight 100% of target Actual 2012 fIgure Target attainment

Revenue growth organic 40% 3% 3% 14640%

ROCE adjusted 40% 161% 170% 123.75%

Free cash flowt 20% 3500 million 4790 million 13967%

Total target attainment 135.99%

Cctnuo operatm

The values measured for target attainment were not adjusted

The Supervisory Board decided exercising its duty-bound

discretion pflichtgemaf3es Ermessen to individually adjust

the bonus payout amounts resulting from target attainment

upward or downward for single Managing Board members

with business responsibility for Sector portfolios In its deci

sion the Supervisory Board reflected the attained performance

of the Sectors

Long-term stock-based compensation

For half of the annual target amount for the Stock Awards an

average basic EPS from continuing and discontinued opera

tions of 5.54 was determined for fiscal years 2010 through

2012 yielding target attainment of 154%

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

Awards the Supervisory Board approved number of Stock

Awards equivalent to the monetary value of half the target

amount on the award date The amount by which these stock

commitments must be adjusted or an additional cash pay

ment 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 AEB General Electric Philips

Rockwell Schneider over the coming four years and will

therefore not be determined until after the end of fiscal 2016

The number of stock commitments Bonus Awards and Stock

Awards granted was based on the closing price of Siemens

stock in Xetra trading on the date of commitment less the

present value of dividends expected during the holding period

because beneficiaries are not entitled to receive dividends

This figure for determining the number of commitments

amounted to 64.93 prior year 57.70
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Total compensation

On the basis of the Supervisory Board decisions described

above Managing Board compensation for fiscal 2012 totaled

39.61 million which is at the same level as in the previous

year 2011 39.61 million Of this total amount 17.45 million

2011 18.94 million was attributable to the cash compensa

tion components and 22.16 million 2011 20.68 million to

stock-based compensation Thus more than half of the com

pensation was paid in the form of stock-based instruments

with waiting or restriction periods of four years and therefore

on deferred basis

The fair values of the granted stock-based compensation com

ponent shown in the following table do not represent cash

inflow for Managing Board members for fiscal 2012 They rep-

resent the notional value of the Bonus Awards and Stock

Awards granted in fiscal 2012 as calculated on the basis of re

porting standards The transfer of one share per award will not

take place until the expiration of the four-year waiting or re

striction period or in other words not until November 2016

The number of Stock Awards linked to the performance of the

price of Siemens stock will be adjusted after the end of the

restriction period on the basis of the actual target attainment

Accordingly the value of the actual shares transferred may be

higher or lower than shown here also depending on the stock

price in effect at the time of transfer

The following compensation was determined for each of the

members of the Managing Board for fiscal 2012 individualized

disclosure

Non-performance-based components

witlrcut

long-tern incentive effect

on-stock-based

3use compensatIon Other compensatIon Variable compensatIon

component bonus
Cash component

Ff2012 Ff2011 FF2012 Ff2011 Ff2012 Ff201 Ff2012

Amounts in nurber of unitt or
Shares Fair value

Managing Board members

serving as of September 30 2012

Peter Ldscher 2000000 2000000 30720 29594 1359 900 1973800 20945 1359959

Dr Roland Bitsch7 900000 450000 49771 88726 550760 444105 8483 550801

Brigitte Ederer 900000 900000 27697 54651 611955 388210 9425 611965

Klaus Helrnricft7 900000 450000 76961 35318 611955 444105 9425 611965

Joe Kaesora 900000 900000 72935 72411 611955 888210 9425 611965

Barbara Kux 900000 900000 33960 168176 611955 888210 9425 611965

Prof Dr Hermann Reuardt 900000 900.000 64132 62565 673151 888210 10368 673194

Prof Dr Siegfried Russwurrrl 900000 900000 42146 41303 611955 888210 9425 611965

Peter Solmssent 900000 900.000 33498 64720 611955 888210 9425 61l965

Dr Michael 5O3 900000 450000 49089 13751 611955 444105 9425 611965

Former members of the Managing Board

Wolfgang Dehenta 450000 2046 444105

Total 10100000 9200000 480909 656261 6867496 9079480 IOS771 6867709

Other compensation includes costs or thecash equivalent of non-nOnerary benefits and

perquisites Such 15 provision of Company cars in the amount of 62570115 2011 4212.641

cuttributions toward the cortol insurance in tile amount of 4374292011 472.964

reimrtbursenrent of lees for legal advice tax advice and accomnndation ansi rousing em

penses including any saves that bane been asmd lit this regard as well an costs con-

meTed with prinuestive medical esamirations in the smowrtli 41366252011 6370416

The expenses recognizert for stoch-haned crnpensation Sonar Awards and Stock Awards

and for the Share Matching Plan for members of the Managing Board in accordance with

IllS in fiscal 2012 antI 2011 amounted to 11965643 and 15193659 raspect1xey

The following amounts pettairrnd to the members of the Managing hoard in tiscai 2012

Peter LOtcher 437577lt 0I14012438 Dr bland Busch 67351672011 4265356

Brigitte Edsnor 4950250 2011 6766761 Klaus i4elrnridr 735167 2011 42853565

Joe amer 41781626201 61770429 Barbara Kxti493S76 2011 412900051

Pm1 Dr HermarrI Requartit 1205244 2011 61741299 Pint Or Siegfried Sasswurm

1671872 2011 1701676 Peter Soinrusen 61566.372 2011 1696632 and

Dr Micraei 536 473616712011 385366 The corresponding expenses for tile former

beard member Wolfgang Delurn amounted tO 1063392 2011 61328251

The total compensation
reflects tire csnrenrfai value of stock-based compensation

comrmoxents On dre basin ol the current monetary salues of stock-based corsrpessatiorr

cr.rrrtponents total cornpenivaton
arroumrtrs.d to 439674058 2011 431250929

For Bonus Awards as well as Stock Awards whose target attairrrrer1 deptindson hrS

fort6 pastttiree frscxl years die fair value on lire award date is equinxient to the respec

tive monetary
values
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me iriorretars values eflectincj target aet crown Ol 100% amount to 6126302

2011 6260237 Par the individual members of the Murmagicrp Board that value was Peter

L0sther 61250032 2011 61250013 Dr Roland Busch 6500025201 260014 6rigirte

Ederer 65002612011 500026 Klaus Helmridr 500026 2011 6260.014 Joe Kueser

4875062 20t15tJ0026 Barbara Eve 6500026 2011 6500026 Prof Dr Hermann

ilrtquardt 6500026 2011 6600.028 Prof Or
Siegfried

Ruvswarni 6500026 201 000028
Peter Sotrtrster 65000262011 6500026 and Dr Mir2mael SOil 500026 2011.6250014

The corresponding monetary value for the former Board merisber Wolfgang Dehen amounted

106020114250.014

The Supervisory Board adjusted the bonus payout amounts resalria9 rod raet attainment

irdvidualv asfollows Dl Roland Rusth bylO%downward egmivalrvrt 01-6122391 ansI Prof

Dr lIrirwarla Reguarilt by 10% upward equivulerrt to 122391

performance-based components

with

lonqterns incentive effect

vWckbused

Veriohie covrperrvutrov
Stock Awards Total compensation

conlponent

bonus Bonus Awarcit

FV2011 FY2012 FY20 FV2012 F5201t

Target attainrrment Target attainment Target attainment Target aitaivrr.errt

depending ott bPS for past deperrding on future stock uieperrdirlg on ElS tor east depending on future stock

three fiscal years performance three fiscal years per lorrrance

Shares tmarr oalue Shares Fair value Shares Fair value Shares Fair value Shaes Frr value

34208 1973802 29648 1925045 19252 1195549 24697 1425017 21664 1336014 7871173 8738227

7697 444117 11859 770005 7701 478232 4940 285038 4333 267215 3299569 1979201

15394 888234 11859 770005 7701 478232 9879 570018 8666 534430 3399854 3835543

7697 444117 11859 770005 7701 478232 4940 285038 4333 267215 3449118 1925793

15394 888234 20754 1347557 13477 836922 9879 570018 8666 534430 4381334 3853303

15394 888234 11859 770005 7701 478232 9879 570018 8666 534430 3406117 3949068

15394 888234 11859 770005 7701 478232 9879 570018 8666 534430 3558714 3843457

15394 888234 13859 770005 7701 478232 9879 570018 8666 534430 3414303 3822195

15394 888234 11859 770005 7701 478232 9879 570018 8666 534430 3405655 3845612

7697 444117 11859 770005 7701 478232 4940 285038 4333 267215 421246 1904226

7697 444117 4940 285038 4333 267215 1915521

157360 9079674 145274 9432642 94337 5858327 103731 5985277 90992 5611454 39607083 39612146

Dr Roland Busch Klaus Flelmrich and Dr Michael SOB were elected frill rnemlseric of

the Manatiino Bourn effective April 2011

The Supervisory Bard imscreasenl die annual target amount or lIre mrnnetary sairre

of the Slor.k Awards commitment for Joe Kumer br fiscal 2012 by 75% to 1760000

Peter Solmtsen wid be reimbursed for relocation evpenset incurred

by 1dm upon
terrrrination of his merrrrerseip on lIne Managirrg Board ol Siemens AG

10 Wolfgang Deheir resigned 10w the Managing Eloaldetrvcriue March 201

Due to roundirril numbers prevented may trot add up precisely to totals provided
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Pension benefit commitments

For fiscal 2012 the members of the Managing Board were

granted contributions under the BSAV totaling 5.7 million

2011 5.2 million based on the resolution of the Superviso

ry Board dated November 2012 Of this amount 0.1 mil

lion 2011 0.1 million related to funding of pension commit

ments earned prior to transfer to the BSAV and the remaining

5.6 million 2011 5.1 million to contributions to their per

sonal pension accounts

The contributions under the BSAV are added to the personal

pension accounts each January following the close of the fis

cal year with value date on January Until the beneficiarys

time of retirement the pension account is credited with an

annual interest payment guaranteed interest currently 1.75%

on January of each year

The following table shows individualized details of the contri

butions additions under the BSAV for fiscal 2012 as well as

the defined benefit obligations for the pension commitments

Total conrbuo or Dented erreft o$
ga

otY for vii pension

corn sritrrrerth exctud ng deferr ci rrpltior

Amounts PY 2012 P420 FY 2012 P4 2011

Managing Board members

serving as of September 30 2012

Peter Ldscher 1120000 1120000 14717399 130470842

Or Roland 8usch 504000 252000 1446910 833494

flrirjitte Ederer 504000 50-000 1102958 606730

Oaus Helrnrch 504000 252000 1723759 1098440

Joe Kae5er 504000 504000 4388859 3351837

Barbara Kux 504000 504000 22019632 16518732

Prof Dr Hermrrn Reqimrdt 504080 504000 4433581 3498238

Prof Dr Segfried Russwurrn 504080 504000 2893761 2204829

Peter Solmsoen 504000 504000 148624702 136890502

Or Michael SOB 504000 252000 1789619 1253272

Former members of the Managing Board

Wolfgang Dehen5 252000 2374 826 2166086

Total 5656000 5152000 51936101 43.400933

lire experses ervce crisIS recocjnined iii
accordance wrfi IFRS fl fiscal 2012 fur Man

asirrg Board nrnrnber4 vrtlitlemests under.he I.ISAV it
fiscal 2012 cane to 6110011

2011 4521763 tire foIiowirr arirounto pertained to Ilira nramirers of the Managing

Board
ri

uncut 2012 Peter Liiscliar 41235653 1237034 Dr finland Punch

4547713 201 648829 Brigitte teerer 4552904 2011 479838 Klaus l4elrnriJr

6547675 2011 69907 Joe Causer 45309702011 6957947 Parttera Kite 552800

2011479082 Prof Or Herman RflrluOrOi 526202 2011 452475 Prof Or

Sflfrd Rusowurm 546890 2011 4472594 CelerY Solrnnsen 45832362011

480.260 arid Or Michael SItS 4558008 2011 4120.802 in addition 10832011

223075 for former Managing Board member Wotfqano Oehen

The defined benetitobligations reflect one-than special contributions of 619358.000 for

new appointments from outside the Company including 8500000 for Peter Ltischer

10518000 for Peter Solrnrnn and 340000 for Parbara un The defined benefit

oblkjutiorss under all pension commirrrrerrds irsdnding
deferred compensation to

Managip Board members servargas of Septerrrtxn 30.201 came to 47.0 million

iti addnior 1062.2 nniiliorlot hurrier Uarraflinrs Pa.arnl rsesthvr WcrlfnJanJ Deisern

Deterred compensation totals 7543061 20114581431f including 4269.147

for taos Inn Olt 234 828 a2 189 for Jo IC crc 2011 6.n 3913 51
3280486 fce Itarirara tOO 2011 42.096625 and 1239239 for Cr01 Dr l-terrnanrr

Rnquadt 2011 1085939

Itt Poland torch Kians Halarnich and CIt Michael 58 were elected full members

of the Managing 8oncd eiiin.crlve April 2l7rr

Wolfgang Dehen resigned from file Maragirrg 6oard effective March 31 2011

Due rerrndirrg numbers presented array not add
rap precTseiy to totals pmevidenl
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Former members of the Managing Board and their surviving

dependents received emoluments within the meaning of Sec

tion 314 para No of the HGB totaling 15.8 million 2011

15.0 million in fiscal 2012 but no Stock Awards 2011 no

Stock Awards

The defined benefit obligation DBO of all pension commit

ments to former members of the Managing Board and their sur

viving dependents as of September 30 2012 amounted to

181.6 million 2011 161.9 million This amount is included in

NOTE 23 IN 0.6 NOTES TO CONSOUDATED FINANCIAL STATEMKNTS

Other

No loans or advances from the Company are provided to mem
bers of the Managing Board

B.4.1.3 ADDITIONAL IN FORMATION

ON STOCK-BASED COMPENSATION INSTRUMENTS

IN FISCAL 2012

This section provides information concerning the Stock

Awards and stock options held by members of the Managing

Board that were components of stock-based compensation in

fiscal 2012 and prior years and also about the Managing Board

members entitlements to matching shares under the Siemens

Share Matching Plan

Stock Commitments

The following table shows the changes in the stock commit

ments Bonus Awards and Stock Awards held by Managing

Board members in fiscal 2012

Balance at beginning of Granted during fiscal eur Vested Earfeilud Balance at end of

fIscal 2012 durinq during fiscal 2012a

fiscal year fiscal
year

Forftritsbl commitmtrntu

ci Stock Awards

Non- Now Targot target
lion

forfeitable forteitabln attairimont attainment Corrtrrst forfeitable

commit- Fcsrfnitable commit- depending depending went of commit- Forfeitable

meats of consrnit- meats of on ElS for on future Bonus Consmn- meats of commit-

Bonus meats of Bonus
past

three block Aards and meats bf Bonus meats of

Amounts is number of ursits
Awards StockAwards Awards fioculyearn perforrriance Stock Award Stock Aeards Awards StockAwards

Managing Soard

members serving as of

September 30 2012

Peter LOscher 144180 34208 2469 21664 66402 34208 124139

Dr Roland Busch5 8042 7697 6076 5330 2958 7697 16490

Brigitte
Ederer 12422 15394 9879 8666 4179 15394 26788

Klaus Helmnch5 11816 7697 6540 5.737 4257 7597 19836

Joe Kaoser 57673 15394 9879 8666 26561 15394 49657

Barbara Kux 29055 15394 9879 8666 15394 47600

Prof Dr Hermanrt Requardt 57673 15394 9879 8666 26561 15394 49657

ProfDr Siegfried Russwurrn 57673 15394 9879 8666 26561 15394 49657

Peter Solmosert 57673 15394 9879 8666 25561 15394 49657

Or Michael Sail5 20435 7697 7118 6244 8884 7697 24913

Former members

of the Managing Board

Wolfgang Dehen4 57673 7697 4940 4333 26561 7697 40385

Total 514315 157360 108645 95304 219485 157360 498779

the weighted nerarje lair value as of the want-date for fiscal 2012 was S8.75 per

granted share

Amounts do rot include stock cnmmittrrsents Boast Awards and Stock Awards granted

irs Nrnnmber2CYlO for tiscal 2012 For details see -- paces se-na HoweveS these

amounts may include SlockAwards received as coraperraulion by the Managing Board

member before joining tIre Managing Board

Dr BoiSnU Busch Klaas elwricfr and Dr Michael SUIt were elected full rrserrrbecs of the

Managing barn effective AprIl 12011

Wolfgang Defies rrasigrrea from the Managing linardaiFrnrrive March iii 2011 tiecausrr

he cfranged positions within the Corporate group sin awards remain irs effect under the

applicable guidelines
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Stock options

The authorization to issue stock options expired in December

2006 On completion of two-year vesting period plan partici

pants were entitled to exercise their subscription rights within

three-year period Allowing for the vesting period the last

options were exercised in fiscal 2011 Any options still unexer

cised expired that same year Consequently no options were out

standing either as of September 30 2012 or in the prior year

Shares from the Share Matching Plan

In fiscal 2011 the members of the Managing Board were enti

tled for the last time to participate in the Siemens Share Match

ing Plan and under the plan were entitled to invest up to 50%

of the annual gross amount of their variable cash compensa

tion component bonus determined for fiscal 2010 in Siemens

shares After expiration of vesting period of approximately

three years plan participants will receive one free matching

share of Siemens stock for every three Siemens shares ac

quired and continuously held under the plan provided the

participants were employed without interruption at Siemens

AG or Siemens company until the end of the vesting period

The following table shows the development of the matching

share entitlements of the individual members of the Managing

Board in fiscal 2012

Balance at beginning dunn3 Forfeited durig Balance at end

of fiscal 2012 fiscal year fiscal year of fiscal 2Ol2

Entitlement lu Entiier rent to Entitlement to Entitlement to

Amounts in number of urnits matching shanes matching shaten matching she en retching hares

Managing Board members

serving as of September 30 2012

Peter Ldscher

Dr Roland Busch3 868 802

Brigittm Ederer 560 560

Klaus l-lelrnrich3 1131 1128

Joe Kaeser 7661 3855 3806

Barbara Kux 698 698

Prof Dr Herrnann Requardt 5.641 3228 2413

Prof Dr Siegfried Rutswurm 5459 4926 533

Peter Solrnssen 6.051 6051

Dr Michael SUB3

Former members

of the Managing Board

Wolfgang Oehen4 5845 4140 1705

Total 33914 24690 9224

AmountS may include entillenrmeisls acquired before tIne menrberjoinent the Managing

Board

The entillenrenis ot the Managinu Board members serving in fiscal 2012 had rise follow

rig fair values Peter Uscher0 201160 Or Roland Buscfs3464 2011621039

Brigitte fdrirer0 2011 11958 Klaus l4elmrich 527 2011 25059 Joe tamer

6222277 12011 6305003 Bathara Km 13282 2011 63.3282 Prof Or Hermonn

Requartit 140823 2011 210169 Prof Dr Siragfnnurd Russaurm 625487 2011

131068 luter Sohnsseri 602011 129088 and iv Michael 01111605201160

The entitlement of former Managing Board member Wolfgang Oulren has the following

fair 5013gm 68021152011 163623 The atsnoe fair values also take into acccnmnt that

the shares acquired coder the Bane Share Program as part of the Share Matching Plan

were provided with Company subsidy for atfditiorral information on lIre Base Share

Program see NOTE 33 IN D.C OF THE NOTES TO CONSOLIDATED FINANcIAL STeTEMrNTs

Or Brilanni Busch Klaus llehrisnith and Or Michael 508 were elected lull usembecs of

the Managing Board effective April 1.2011

Wnmlfgasg Oehemr resigned horn the Marsaging Boardeffectige March 3i.2011 because

lie chammued positions within the Corporate droop his enniilemnts rerrains in effect

under the applicaisle guidelines
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Share Ownership Guidelines

Different deadlines apply for the individual members of the

Managing Board to provide their first-time proof of compliance

with the Siemens Share Ownership Guidelines depending on

the date when the member was appointed to the Managing

Board The following table shows the number of Siemens

shares held by Managing Board members as of the deadline in

March 2012 for showing compliance with the Share Ownership

Guidelines and the number of Siemens shares to be held per

manently with view to future deadlines

Oblrqritiorr under Shore Ow ership lIt defines

Amounts in rrcmber of units or if Required vaiuer Required risrrrber of shares Proven number of shares

Managing Board members required

to show proof as of March 2012

Peter Ldsder 5.961250 81874 144419

Joe Kaeser 1645000 22593 58170

Prof Dr Herm3nn Requardt 1645000 225g3 48093

Prof Or Siegfried Russwurm 1645000 22593 49197

Porter Solmoen 1645000 22593 50522

Total 12541250 17224.6 350401

the amourrr of urn obligation is based on members average base conrprrrrsntiorr for 5ued on he averoge XETRA otrursirru price 72.r3l tsr thy fourth quarter of 2011

the tour years prior to each review his or fret urchieaerrrent of the targets defirred by October -- December

the Share Ownersirip Guidelines
As per March 2012 dato of proof irrciudirg 2011 ttuur.rts Awards

The following table shows the proof-of-compliance obligations

of the other Managing Board members in view of the Shire

Ownership Guidelines

Obligation urrer Share Ownership Guidelines

Due date tot initial

Amounts in nunrber of units or Required value Required rruurnber of- shares rrreasurernent adherence

Managing Board members

required to show proof in subsequent years

Dr Roland Busch 1800000 24722 March 2016

Brigitte Ederer 1800000 24722 March 2015

Klaus Helrrsrich 1800000 24722 March 2016

Barbpra Kux 1705000 23417 Match 2013

Dr Mithael 508 1800000 24722 March 2016

Total 8905000 122305

The amount of tfre obligation iv based on rrrenrbers average base cornperroation for

the four years prior to each review of iriS or irer achievement ot the targets defined by

the Share Ownership Guidehrres The amount shown here is based orr average base

toropeosarion shear the nsenrbers nt al appointment

Based on the average tETR/r operrirq price of 72.Si for the hrurrlh quarter cut 2011

October-- December
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B.4.2 Remuneration of members

of the Supervisory Board

The current remuneration policies for the Supervisory Board

were authorized at the Annual Shareholders Meeting held on

January2S 2011 Details are set out in Section 17 of the Articles

of Association of Siemens AG The remuneration of the Super

visory Board consists entirely of fixed compensation The re

muneration of the members of the Supervisory Board reflects

the responsibilities and scope of work of the Supervisory Board

members The Chairman and deputy chairmen of the Supervi

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

Committee and the Chairmans Committee and to lesser

degree the Compliance Committee and the Finance and In

vestment Committee receive additional compensation

According to current rules members of the Supervisory Board

receive an annual base compensation of 140000 the Chair

man of the Supervisory Board receives base compensation of

280000 and each of the deputy chairmen receives 220000

The members of the Supervisory Board committees receive the

following additional fixed compensation for their work on

those committees The Chairman of the Audit Committee re

ceives 160000 and each of the other members receives

80000 the Chairman of the Chairmans Committee receives

120000 and each of the other members receives 80000
the Chairman of the Finance and Investment Committee re

ceives 80000 and each of the other members receives

40000 the Chairman of the Compliance Committee receives

80000 and each of the other members receives 40000
However no additional compensation is paid for work on the

Compliance Committee if member of that committee is al

ready entitled to compensation for work on the Audit Committee

If Supervisory Board member does not attend meeting of

the Supervisory Board one third of the aggregate compensa

tion due to that member is reduced by the percentage of

Supervisory Board meetings not attended by the member in

relation to the total number of Supervisory Board meetings

held during the fiscal year

In addition the members of the Supervisory Board are entitled

to receive meeting attendance fee of 1500 for each meeting

of the Supervisory Board and its committees that they attend

The members of the Supervisory Board are reimbursed for

out-of-pocket expenses incurred in connection with their

duties and for any value-added tax to be paid on their remu
neration For the performance of his duties the Chairman of

the Supervisory Board is furthermore entitled to an office with

secretarial support and use of the Siemens carpool service

No loans or advances from the Company are provided to mem
bers of the Supervisory Board

The following compensation was determined for each of the

members of the Supervisory Board for fiscal 2012 individual

ized disdosure
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Ff2012 FY 2011

Addttional corn Aildorsal cot-

Base penoatiot for Base pensattorr krr

Arnotrnis in compensation committee work Total corsponsutlon con tmttee work Total

Supervisory Board members

servIng as of September 30 2012

Dr Gerhard Cromnie 280000 280000 560000 280000 280000 560000

Berthold Huber5 220000 80000 300000 210833 76667 287500

Dr Josef Ackermarin 207778 75556 283333 210833 76667 287500

Lothar Adler 140000 160000 300000 140000 160000 380000

Jean-Louis Belia 132222 37778 170000 140000 40000 180000

Gerd von Brandonstoin 140000 40000 180000 134167 38333 172500

Michael Diekrnanrr 140000 140000 134167 134167

Dr Hans Michael Gaul 140000 160000 300000 140000 160080 300000

ProLDr Peter Gruss 140000 140000 128333 128333

flettina HaIler2 140000 80000 220000 140000 80000 228000

Hana-itirgen Htirturvj0 140000 140000 140000 140000

HareM Kern2 140000 140000 340000 140000

JOrgert Kernor23 105000 90000 195000

Dr Nicola Leibinger-KammOller 132222 132222 328333 128333

Werner MOnius2 140000 40800 180000 140000 40000 180000

Hkan Saniueltson 140000 40000 180000 328333 3666/ 165000

Dr Rainer Sieg 140000 140000 140000 140000

BIIIpt
Steinborri2 140000 120000 260000 140000 120.000 260000

Lord lain ValIance of Tummel 140.000 80000 220000 140000 80000 220000

SibyIleWankel2 140000 40000 180000 140000 40080 180000

Former Supervisory Board members

Dieter Schoitor 46667 40000 86667 140000 120000 260000

Total 3083889 1363333 4447222 3034999 1348334 4383333k

Dr Gerfrarvl mmmc an frairrrran of Urn Supervisory Board and of the Cfsuirmarrs

Committee Ire Compliance comrrirtee and the Finance and Investment otnmni0ee

as well as member of the Audit Committee Berthold Hubr as Deputy Chairman of

the Supernisory Bobrd and member of the Chairmans Conrrnittee Dr Josef Aclmerrnalrn

as Deputy Chairman of the Supervisory Board and member of the Chairmans Commit

tee Lothar Adler at member of the Chairmans Committee the omplience Committee

and the Finance anti tnnestrtrent Committee Jean-louis Bet to as member of the Finance

anti Inveotmerlm Committee Oerd von Btanderrstein as member of the Finance and

Investment Committee Or Hans Michael Dual as hairrrmarr of Use Audit Committee

and member of the Compliance committee Bettirra Huller as rnenbet 01 the Audit

Committee and the Compliance Committee iiilsjen tamer as mnenibet of mmmc Audit

Committee and the Finance and ltmvestrnerrt Committee Werner MUnius as member

of the Finance and Investment Committee Hhkan Samuelrson as member of tote

Finance and Investment Committee Dieter Scheitor as member of the Aodit Commit

tee and the Finance and Investment Committee Birgit Steinborn as member ot the

Audit Committee and the Finance and Investment Committee Lord lain Vetance of

Tummet at member of the Audit Committee and the Compliance Comnsittee and

Silsylle Waste as member of the Compliance Committee each received art additional

fixed compensation for their committee work

Both the employee representatives on the Supervisory Board who represent the

employees pursuant to Section rota No of tnt Ciennan Codetermination 11cr

Mitbesrimnsunlssgesetz MitbestG and the representatives oltfte trade unions on

the Supetnisory Board declared their readiness Is toansfer their compensation to the

Hans Boeckler Foundation in accordance With the guidelines ol the confetferation

ot Gennan Trade Unions 0GB

B.4.3 Other

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 arinu

ally The insurance covers the personal liabffity
of the insured

in the case of financial loss associated with employment

throats Centre succeeded Dieter Scheitor on tIne Supervisory Board by court-ordered

appointment as of the enrd of tlne day of the Annual Shareholders Meeting on .lanuary

24 2012

in addition the members of tire Supnrvisory Board ate ertitled to receive sreetirtg

tterdanco 1ev of 1500 2011 1S0 for each meeting ot the Supervisors Board

and its cornnrittees that they attend In fiscel 2012 Cm Gerhard Crr.rrrmrrme
received

rrreetirng tees ot 48000 12011 46500 Or Hans Michael Gaul received meeting

lees 01 634500 2011 630000 lothxr Attier received renting toes of 30000
201 34500 lioltina Huller received reeling toes of 25500 2011 30000
Lord lain valiance otturrmnot received srcvrting lees of 6255002011 28500
Or josef Ackemmann received mneetirmq bet of 122500 2011 19500 litgit Stoinborrr

received steeling fees of 22500 2011 630.0001 Berthold Hubem received meeting

lees of 18.000 2011 19500 Sibylle Wanket received meeting fees ut 16500
2011 18000 Cord von Bratidenstein received revering fees of 13500 2011

16500 Werner MOniuv received meeting fees of 13500 2011 111000 Hikars

Samueisson received meeting fees of 13500 2011 13500 idrgen Cornet received

meeting
Stat of 12000 2011 14 Diten Stheiu.tr received meedrig fires of 10500

12011 30000 jeans-Louis dotta received rnveitxI 11mev of 11000 2011 16500
Michanl Dinltrnanrm recemtrd meeting times of 9000 201tlO5014 nor Dr Peter

Grsmss rirceived meeting Fects of 9000 2011 9000 Hans-thr1en Harturmg received

meeting terms of 11000 2011 12000 lierairi Kern received meeting lees 9000
2011 12000 Dr Rairer Sing received meeting fees of 11000 2011 12000 and

Dr Nicoia Leibirrger-Kotrrmbller received meeting fees of 67500 2011611.000

Due to rounding nmunrbers pretented may not add imp precisely to totals proviDed

functions The insurance policy for fiscal 2012 includes

deductible for the members of the Managftig Board and the

Supervisory Board in compliance with the requirements of

the German Stock Corporation Act and the German Corporate

Governance Code
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The Takeover-Relevant Information pursuant to Sections

289 para and 315 para of the German Commercial Code

Handelsgesetzbuch and Explanatory Report are part of the

Combined Management Report

8.5.1 Composition of common stock

As of September 30 2012 the Companys common stock totaled

2.643 billion 2011 2.743 billion divided into 881 million

2011 914203421 registered shares with no par value and

notional value of 3.00 per share The shares are fully paid in

In accordance with Section para of the Companys Articles

of Association the right of shareholders to have their owner

ship interests evidenced by document is excluded unless such

evidence is required under the regulations of stock exchange

on which the shares are listed Collective share certificates

may be issued Pursuant to Section 67 para of the German

Stock Corporation Act Aktiengesetz only those persons re

corded in the Companys stock register will be recognized as

shareholders of the Company For purposes of recording the

shares in the Companys stock register shareholders are re

quired 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 Annual

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 Company

to any rights The shareholders rights and obligations are gov

erned by the provisions of the German Stock Corporation Act

in particular by Sections 12 53a et seq 118 et seq and 186 of

this German Stock Corporation Act

8.5.2 Restrictions on voting rights or

transfer of shares

Shares issued to employees worldwide under the stock

scheme implemented since the beginning of fiscal 2009 in

particular the Share Matching Plan are freely transferable

However participants are required to own and hold the shares

issued to them under the rules of the Plan for vesting period

of about three years during which the participants have to

have been continuously employed by Siemens AG or another

Siemens company in order to receive one matching share free

of charge for each three shares provided The right to receive

matching shares forfeits if the underlying shares are sold

transferred hedged on pledged or hypothecated in any way

during the vesting period

The von Siemens-Vermogensverwaltung GmbH vSV has on

sustained basis powers of attorney allowing it to vote as of

October 12 2012 11454464 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

com

pany and party to an agreement with among others members

of the Siemens family family agreement In order to bundle

and represent their interests the members of the Siemens

family established family partnership This family partner

ship makes proposals to the vSVwith respect to the exercise of

the voting rights at Shareholders Meetings of the Company

which are taken into account by the vSV when acting within

the bounds of its professional discretion Pursuant to the fami

ly agreement the shares under powers of attorney are voted

by the vSV collectively

8.5.3 Equity interests exceeding

10% of voting rights

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

8.5.4 Shares with special rights

conferring powers of control

There are no shares with special rights conferring powers of

control

8.5.5 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 employ

ees The beneficiary employees who hold shares of employee

stock may exercise their control rights in the same way as any

other shareholder directly in accordance with applicable laws

and the Articles of Association
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B.5.6 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

German Stock Corporation Act and Section 31 of the German

Codetermination Act Mitbestimmungsgesetz According to

these provisions members of the Managing Board are appoint

ed 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

Pursuant to Section 31 para of the German Codetermination

Act majority of at least two thirds of the members of the

Supervisory Board is required to appoint members of the Man

aging Board Ii such majority is not achieved the Mediation

Committee shall give within one month after the first round

of voting recommendation for the appointments to the Man

aging Board The Supervisory Board will then appoint the

members of the Managing Board with the votes of the majority

of its members If such appointment falls as well the Chairman

of the Supervisory Board shall have two votes in new round

of voting

According to Section para of the Articles of Association

the Managing Board is comprised of several members the

number of which is determined by the Supervisory Board Pur

suant to Section 84 of the German Stock Corporation Act and

Section of the Articles of Association the Supervisory Board

may appoint President of the Managing 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

German Stock Corporation Act Pursuant to Section 84 para

of the German Stock Corporation Act the Supervisory Board

may revoke the appointment of an individual as member of

the Managing Board or as President of the Managing Board for

good cause

According to Section 179 of the German Stock Corporation Act

any amendment to the Articles of Association requires reso

lution of the Annual Shareholders Meeting The authority to

adopt purely formal amendments to the Articles of Association

was transferred to the Supervisory Board under Section 13 para

of the Articles of Association In addition by resolution of

the Annual Shareholders Meetings on January 27 2009 and

January 25 2011 the Supervisory Board has been authorized

to amend Section of the Articles of Association in accordance

with the utilization of the Authorized Capital 2009 and the

Authorized Capital 2011 and after expiration of the then-appli

cable authorization period

Resolutions of the Annual Shareholders Meeting require

simple majority vote unless greater majority is required by

law Pursuant to Section 179 para of the German Stock

Corporation Act 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 major

ity
is prescribed by the Articles of Association

B.5.7 Powers of the Managing Board

to issue and repurchase shares

The Managing Board is authorized to increase with the

approval of the Supervisory Board the capital stock until Jan

uary 26 2014 by up to 520.8 million through the issuance of

up to 173.6 million 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

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 para

sentence of the German Stock Corporation Act against

cash contributions not significantly below the stock market

price with shareholders subscription rights excluded to

gether with other shares issued or disposed of by direct or

mutatis mutandis application of this statutory regulation dur

ing 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 90 million through the issu

ance of up to 30 million 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 offered

exclusively to employees of Siemens AG and its subsidiaries

The new shares may also be issued to suitable bank that as

sumes the obligation to use these shares for the sole purpose
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of granting them to employees of Siemens AG and any of its

consolidated subsidiaries To the extent permitted by law em

ployee 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 para of the German Stock Corporation Act

As of September 30 2012 the total unissued authorized capital

of Siemens AG therefore consisted of 610.8 million nominal

that may be issued in installments with varying terms by issu

ance of up to 203.6 mfflion registered shares of no par value For

details please refer to Section of the Articles of Association

By resolution of the Annual Shareholders Meeting of January

262010 the Managing Board was authorized until January 25

2015 to issue bonds in an aggregate principal amount of up to

15 billion with conversion rights or with warrants attached or

combination of these instruments entitling the holders to

subscribe to up to 200 million new registered shares of Siemens

AG of no par value representing pro rata amount of up to

600 million of the capital stock The bonds under this authori

zation 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 15 billion with conversion

rights or with bearer or registered warrants attached or com

bination of these instruments entitling the holders to sub

scribe to up to 90 million new registered shares of Siemens AG

of no par value representing pro rata amount of up to 270

million of the capital stock The bonds under this authoriza

tion 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 offered

to shareholders for subscription including the possibility of is

suing them to banks with the obligation that they must be of

fered to shareholders for subscription However the Managing

Board is authorized to exclude shareholders subscription

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 accordance with

generally accepted actuarial methods to the extent the ex

clusion is necessary with regard to fractional amounts result

ing 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 is

sued against non-cash contributions in particular within the

context of business combinations or when acquiring compa
nies or interests therein

In order to grant shares of stock to holders of convertible bonds

or warrant bonds issued until January25 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 capital stock

was conditionally increased by 600 million through the issu

ance of up to 200 million no-par value shares registered in the

names of the holders Conditional Capital 2010 In order to

grant shares of stock to holders or 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 Managing Board adopted by the

Annual Shareholders Meeting on January 25 2011 the capital

stock was conditionally increased by 270 million through the

issuance of up to 90 million 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 issues

under these authorizations pursuant to Section 186 para sen

tence of the German Stock Corporation Act in combination

with other shares issued or sold by direct or mutatis mutandis

application of this statutory regulation during the effective pe
riod of these authorizations 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 exdusion 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 convertible

bonds and/or warrant bonds that entitle or oblige to subscribe

to maximum number of 200 million Siemens shares repre

senting pro rata amount of 600 million of the capital stock

while both authorizations are simultaneously effective

In February 2012 Siemens issued bonds with warrant units

with volume of US$3 billion The bonds with warrant units

with minimum per-unit denomination of US$250000 were

offered exclusively to institutional investors outside the U.S

Pre-emptive rights of Siemens shareholders were excluded

The bonds issued by Siemens Financieringsmaatschappij N.y

are guaranteed by Siemens AG and complemented with war

rants issued by Siemens AG The warrants entitle their holders

to receive Siemens shares against payment of the exercise

price in Euros At issuance the warrants resulted in option

rights relating to total of about 21.7 million Siemens shares

The terms and conditions of the warrants enable Siemens to

service exercised option rights also by delivering treasury

stock as well as to buy back the warrants The bonds with war

rant units were issued in two tranches with maturities of
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5.5 and 7.5 years respectively The maturities refer to both the

bonds and the related warrants After issuance the warrants

can be detached from the bonds the option period com

menced on March 28 2012 The bonds with warrant units the

bonds detached from warrants and the warrants detached are

listed by Deutsche Bank AG in the Open Market segment of the

Frankfurt Stock Exchange Freiverkehr

On January 25 2011 the Annual Shareholders Meeting autho

rized the Company to acquire until January 242016 up to 10%

of its 914203421 shares of stock existing at the date of adopt

ing the resolution or if this value is lower as of the date on

which the authorization is exercised The aggregate of shares

of stock of Siemens AG repurchased under this authorization

and any other Siemens shares previously acquired and still

held in treasury by the Company or attributable to the Compa

ny pursuant to Sections 71d and 71e of the German Stock Cor

poration Act may at no time exceed 10% of the then existing

capital stock Any repurchase of Siemens shares shall be ac

complished at the discretion of the Managing Board either

by acquisition over the stock exchange or through public

share repurchase offer

The Managing Board is additionally authorized with the ap

proval of the Supervisory Board to complete the repurchase of

Siemens shares in accordance with the authorization de

scribed above with the use of certain equity derivatives put

options call options forward purchases and by using combi

nation of these derivatives In exercising this authorization

all stock repurchases based on the equity derivatives are limit

ed 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 repurchase

of Siemens shares upon exercise of the equity derivative 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 252011 to also use Siemens shares repurchased on

the basis of this or any previously given authorization as fol

lows such Siemens shares may be retired 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 offered and trans

ferred with the approval of the Supervisory Board to third

parties against non-cash contributions particularly in connec

tion with business combinations or the acquisition of compa

nies businesses parts of businesses or interests therein

sold with the approval of the Supervisory Board to third par

ties 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 ob

ligations or rights to acquire Siemens shares arising from or in

connection with convertible bonds or warrant bonds issued

by the Company or any of its consolidated subsidiaries The ag

gregate volume of shares used under the authorization pursu

ant to and by mutatis mutandis application of the provi

sions of Section 186 para 3sentence of the German Stock

Corporation Act together with other shares issued or sold by

direct or mutatis mutandis application of this statutory regula

tion during 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 by resolu

tion of the Annual Shareholders Meeting on January 25 2011

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 Managing Board of Siemens AG within the framework of

rules governing Managing Board compensation In particular

repurchased shares may be offered for acquisition or awarded

and or transferred subject to restriction period by the Super

visory Board to the members of the Managing Board provided

that Managing Board membership existed at the time of the

offer or award commitment

In August 2012 Siemens announced share buy back amount

ing to up to billion using the authorization given by the An

nual Shareholders Meeting on January25 2011 The shares re

purchased may be used for the purposes of cancellation and

reduction of capital stock issuance to employees board mem
bers of affiliated companies and members of the Managing

Board as well as to meet obligations arising under and in con

nection with convertible bonds and warrant bonds The share

buy back was completed on November 2012 after repurchas

ing 37949286 shares the total consideration paid for the

shares amounting to about 2.9 billion excluding incidental

transaction charges Additionally the Managing Board decid

ed to cancel 33203421 treasury shares which reduced the

common stock from 914203421 to 881 million shares As of

September 30 2012 the Company held 24725674 2011

39952074 shares of stock in treasury

For further information on the authorized and conditional capi

tals and on the treasury stock of the Company as of September

30 2012 see NOTE 26 IN 0.6 NOTES TO CONSOUDATEO FINANCIAL

STATEMENTS
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8.5.8 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 amount of

billion and an amount of US$4 billion respectively which pro

vide its lenders with right of termination in the event that

Siemens AG becomes subsidiary of another company or

person or group of persons acting in concert acquires effec

tive control over Siemens AG by being able to exercise decisive

influence over its activities Art 32 of Council Regulation EC
1392004 In addition Siemens AG has bilateral credit line at

its disposal in the amount of 450 million which may be termi

nated by the lender if major changes in Siemens AGs corpo

rate legal situation occur that jeopardize the orderly repay

ment of the credit

Framework agreements concluded by Siemens AG under Inter

national Swaps and Derivatives Association Inc documentation

ISDA Agreements grant the counterparty right of termina

tion upon the occurrence of the following events the

Company consolidates with merges into or transfers at least

substantially all its assets to third party and the resulting

entitys creditworthiness is materially weaker than the

Companys immediately prior to such event or the resulting

entity fails to simultaneously assume the Companys obliga

tions under the ISDA Agreement or ii additionally some ISDA

Agreements grant the counterparty right of termination upon

third party acquiring the beneficial ownership of equity secu

rities having the power to elect majority of the Companys

Supervisory Board or otherwise acquiring the power to control

the Companys material policy-making decisions and the credit

worthiness of the Company is materially weaker than it was im

mediately prior to such event In either situation ISDA Agree

ments are designed such that upon termination all outstanding

payment claims documented under them are to be netted

In February 2012 Siemens issued bonds with warrant units

with volume of US$3 billion In case of Change of Control

the terms and conditions of these warrants enable their hold

ers to receive higher number of Siemens shares in accor

dance with an adjusted strike price if they exercise their option

rights within certain period of time after the Change of Con

trol This period of time shall end either not less than

30 days and no more than 60 days after publication of the

notice of the issuer regarding the Change of Control as deter-

mined by the issuer or 30 days after the Change of Control

becomes first publicly known The strike price adjustment de

creases depending on the remaining term of the warrants and

is determined in detail in the terms and conditions of the war

rants In this context Change of Control occurs if person or

persons acting in concert respectively acquires or acquire

control of the Company

8.5.9 Compensation agreements with

members of the Managing Board or

employees in the event of takeover bid

In the event of change of control that is if one or several

shareholders acting jointly or in concert acquire majority of

the voting rights in Siemens AG arid 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 German Stock Corporation Act

or if Siemens AG is to be merged into another company any

member of the Managing Board has the right to terminate the

contract of employment if such change of control results in

substantial change in position for example due to change in

corporate strategy or change in the Managing Board mem-

bers duties and responsibilities If this right of termination is

exercised the Managing Board member is entitled to sever

ance payment in the amount of not more than two years com

pensation The calculation of the annual compensation in

cludes 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 be

fore the termination of the contract Additionally the sever

ance payments cover non-monetary benefits by paying an

amount of 5% of the compensation or severance total Further

more compensatory or severance payments will be reduced

15% as lump-sum allowance for discounted values and for in-

come earned elsewhere However this reduction will apply on

ly to the portion of the compensatory or severance payment

that was calculated without taking account of the first six

months of the remaining term of the Managing Board mem
bers contract The stock-based compensation components for

which firm commitment already exists remain unaffected

No severance payments are made to the extent the Managing

Board member receives benefits from third parties on the occa

sion of or in connection with change of control right of

termination does not exist if the change of control occurs

within period of twelve months prior to Managing Board

members retirement
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BUSINESS AND ECONOMIC ENVIRONMENT

Cii Ihe Siemens Group

C111 ORGANUfATON AND

8ASS OF PRESENTATION

We are globally operating integrated technology company

with ore activities in the fields of energy healthcare industry

and infrastructure and we occupy leading market positions

worldwide in the majority of our businesses We can look back

on ru cessful history spanning 165 years with groundbreak

ing and revolutionary innovations such as the invention of the

dynamo the first commercial light bulb the first electric

atreetlar the construction of the first public power plant and

the fi images of the ins de of the human body On continu

nip basis we have around 270000 employees as of September

30 2012 and business activities in approximately 190 countries

and reported consolidated revenue of /8 296 billion in fiscal

201 We operate in excess of 290 major production and manu

facturing plants worldwide In addition we have office build

ngs warehouses research and development facilities or sales

offices in almost every country in the world

Siemens comprises Siemens AG stock corporation under

the Federal laws of Geimany as the parent company and to

tal of about 1000 legal entities including rmnority investi

merits Our Company is incorporated in Germany with our

corp rate headquarters siruated or Munich siemens operates

under the leadership of its Managing Board which comprises

the Chief Executive Officer CEO and Chief Financial Officer

JO as well as the heads of selected corporate functions and

the CFOs of the Sectors

Our fundamental organizational principles are

the CEO principle

the end-to-end business responsibility of the Sectors

Divisions and Business Units and

the uiustricted night of selected corporate functions to

issue instructions in relation to function to the extent

legally permissible

The Siemens Managing Board is the sole management body

md has overall business responsibility in accordance with the

German Stock Corporation Act Aktiengesetz At all other orga

nmaational levels within our Company management iesponsi

bility is assigned to individuals who make decisions and as-

some personal responsibility CEO principle This principle es

tablishes clear and direct responsibilities and fosters efficient

decision making

Our Sectors Divisions Business Units and Financial Services

SF5 are global entmepmeneuxs and have end to end business

responsibility worldwide including with regard to their operat

ing results They therefore have right of way over the regional

units Clusters and Countries in business matters The Clusters

and Countries ate responsible for the local customer relation

ship management and for implementing the business strate

gies of the Sectors and SFS as well as the requirements set by

the corporate functions

In addition to their particular authority to issue binding corn

parmy-wide guidelines and to their monitoring and coordinating

responsibilities the heads of selected corporate functions Fi

nance and Controlling Legal and Compliance Human Resources

and Supply Chain Management for example have an unrestrict

ed right to issue instructions in relation to function across all

parts of the Company to the extent legally permissible

Below the Managing Board SieInens is structured organiza

tionally into Sectors SF5 which acts as business partner for

the Sectors and also conducts its own business with external

customers Cross-Sictor Services that support other Siemens

units Corporate Units with specific corporate functions and

regional Clusters The Sectors axe principally broken down into

Divisions and these in turn into Business Units

During fiscal 2011 we initiated change in the organizational

structure of our Sectors which became effective October 2011

Beginning with fiscal 2012 we formed fourth Sector Infra

structure Cities in addition to our existing three Sectors Ener

gy Healthcare and Industry in order to benefit from the growth

of urban centers and the demand for infrastructure solutions

The Infrastructure Cities Sector comprises the activities of the

former Industry Sectors Divisions Building Technologies and

Mobility and the tom trier Energy Sectors activities of the Power

Distribution Divisiog including Smart Grid applications Results

for prior years are presented on comparable basis

Following this change in the organizational structure our busi

ness activities focus on four Sectors Energy Healthcaie Indus

try and Infrastructure Cities These Sectors form four of our re

portable segments In addition to our four Sectors we have two

additional reportable segments Equity Investments and SFS

so
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Within this combined management report we provide finan

cial measures for our four Sectors and for two Businesses each

combining two Divisions within Sector as well as for eight Di

visions of our Sectors These financial measures include new

orders reocnue profit and profit margin Divisions within

Sector may do business with each other leading to corre

sponding new orders and revenue Such orders and revenues

are only eliminated on Sector level Furthermore our report

able segments may do business with each other leading to

corresponding new order and revenue Such orders and reve

nuns are eliminated on the Siemens level within Eliminations

Corporate Ieasury and other reconciling items and are not in

duds in new orders and revenue with external customers

external orders and external revenue respectively reported

in this document Free cash flow and further information is me

ported for eath reportable segment in the Notes to Cunsolidcrt

ed Financial Statements

For information related to the definition of these financial

measures and to the reconciliation of segment financial mea

sures to the Consolidated Financial Statements see ia

trm riot in im iueo ariniers and sort no in on

100TU 100 fr 010 TIlT ff0001 rAt TtIU.MFN

On geographic basis Siemens is subdivided into 14 Regional

Clusters which are in turn assigned to one of our three reporting

regions We report financial neasures for these three regions

In addition we report financial information at group lcvel

for certain major countries within each region including

Germany within the region Europe C.LS Africa Middle East

the 1dB within the region Americas and China and India

within the region Asia Australia
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C.1.1.2 BUSINESS DESCRIPTION

Energy
The Energy Sector offers wide spectrum of products services

and solutions for the generation and transmission of power and

the extraction conversion and transport of oil and gas It primar

ily addresses the needs of energy providers but also serves in

dustrial companies particularly in the oil and gas industry

External revenue of the Sector was 27.302 billion in fiscal

2012 representing 35% of Siemens revenue The following

chart provides geographic breakdown of the Sectors exter

nal revenue in fiscal 2012

REVENUE SHARE IN LoCATIoN OF CUSTOMER

.ia Au5traUa 19%

Eorope CLI Amoricss 30%

AtTicS Middle East 51% Jr4in us 20%

therein Gssrncny 7%

Commonwealth of Irdep sdent States

At the end of fiscal 2012 the Energy Sector comprised the fol

lowing five Divisions Fossil Power Generation Wind Power

Oil Gas Power Transmission and Energy Service In the

fourth quarter of fiscal 2012 Siemens decided to divest its so

lar thermal business and photovoltaic business solar busi

ness Following the decision the solar thermal and photovol

taic businesses are reported as discontinued operations for all

periods covered in this annual report Energy formed new

Sector-led unit Hydro Storage This unit comprises the Sec

tors hydro power generation activities including its minority

stake in Voith Hydro Holding GmbHCo KG as well as its en

ergy storage devices

The Fossil Power Generation Division offers high-efficiency

products and solutions for fossil-based power generation The

offering extends from gas and steam turbines and generators

to complete turnkey power plants The Division concentrates

on gas and steam turbines and turbo generators including

control systems in the larger power range with an emphasis

on combined-cycle gas and steam power plants heat recov

ery steam generators steam power plants and conventional is

lands for nuclear power plants It also develops solutions for

instrumentation and control systems for all types of power

plants and for use in power generation induding information

technology solutions providing management applications

from the plant to the enterprise level and is working on the de

velopment and production of systems based on emerging

technologies such as integrated gasification and carbon cap

ture and storage In fiscal 2012 the Division acquired the

NEM B.V business specialist in heat recovery steam genera

tors for combined-cycle power plants To further expand its

global gas turbine manufacturing network Fossil Power Gener

ation launched subsidiary Siemens Gas Turbine Technologies

Holding B.V in fiscal 2012 The Division has 65% stake in the

subsidiary P.s part of the transaction Fossil Power Generation

completed the sale of its 25% interest in OAO Power Machines

Russia The Division is represented in number of joint ventures

in China including Shanghai Electric Power Generation Equip

ment in which Fossil Power Generation holds stake of 40%

The Wind Power Division manufactures wind turbines with

power rating ranging from 2.3 megawatts to 6.0 megawatts

and rotor diameters spanning 82 to 154 meters for on- and off

shore applications It also provides services to off- and onshore

wind farms The Division holds 49% equity stake in joint

venture with Dong Energy AJS A2SeaAJS supplier of installa

tion services for the construction of offshore wind-farms In

fiscal 2012 the Division entered into agreements for two joint

ventures with Shanghai Electric Group SEG for the produc

tion and sales of wind turbines in China

The Oil Gas Division supplies highly efficient small and me
dium gas and steam turbines for industrial power generation

and mechanical drives as well as turbo compressors for broad

range of applications to the oil and gas industries the process

industry and other industries The OilGas Division further of

fers variety of automation and electrical products systems

and solutions for field production and management levels en

terprise intelligence solutions for safe and reliable operation

planning scheduling and life-cycle services including feasibil

ity studies as well as design and performance enhancement

programs In addition the Division offers broad range of wa
ter treatment re-injection and management systems for on

shore installations and for fixed and floating facilities offshore

Recent acquisitions including all of the shares of five entities

constituting the Connectors Measurements business of Expro

Holdings UK Ltd help the Division to strategically expand its

range of products solutions and consulting services for sub-

sea activities

The Energy Service Division offers comprehensive services

including parts and components for complete power plants

including on- and offshore wind farms as well as rotating ma
chines such as gas and steam turbines generators and com

pressors It provides these services using advanced plant diag

nostics and systems engineering The Division also offers pow

er plant maintenance and operation services and emissions

control services and systems Financial results relating to the

Energy Service Division are reflected in the Fossil Power Gen

eration Division the OilGas Division and the Wind Power

Division and are therefore not reported separately
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The Power Transmission Division covers high-voltage trans

mission solutions power and distribution transformers high-

voltage switching and non-switching products and systems

and innovative alternating and direct current transmission

systems The Division supplies energy utilities and large indus

trial power users with equipment systems and services used

to process and transmit electrical power from the source typi

cally power plant to various points along the power trans

mission network The Division is working with joint ventures

in China with different partners and has joint venture with

Infineon Technologies in Germany for design manufacturing

and sale of high performance semiconductors

The Energy Sector distributes its products and services through

its own dedicated sales force supported by Siemens world

wide network of regional companies Additional sales chan

nels include joint ventures and license partners especially in

markets requiring high degree of local knowledge

Overall the Sectors principal customers are large power utili

ties and independent power producers Because certain signifi

cant areas of the Sectors business such as power plant con

struction involve working on medium- or longer-term projects

for customers whomay not require the Sectors services again

in the short term the Sectors most significant customers tend

to vary significantly from year to year

The Energy Sectors business activities vary widely in size from

component delivery and comparatively small projects to turn

key contracts for the construction of new power plants with

contract values of more than 0.5 billion each The large size of

some of the Sectors projects occasionally exposes it to risks re

lated to technical performance customer or country The

Sector has experienced and may continue to experience signifi

cant losses on individual projects in connection with such risks

Moreover the Sector generates an increasing portion of its rev

enue from oil and gas activities and industrial customers in the

developing world While this region represents growth market

for power generation and transmission products and systems

the Sectors activities in that region expose it to risks associated

with economic financial and political disruptions that could

result in lower demand or affect customers abilities to pay

While the Sector historically competed primarily with large in

dustrial companies from western countries emerging market

competitors have become more and more important as they are

increasingly expanding their operations beyond the borders of

their home markets The Sectors competitors vary by Division

The Fossil Power Generation Divisions market consists of rel

atively small number of companies some with very strong

positions in their domestic markets Its principal competitors

in gas turbines are Plstom General Electric and Mitsubishi

Heavy Industries whereas its main competitors in steam tur

bines are Aistom Bharat Heavy Electricals Limited General

Electric and Toshiba In China manufacturers are mainly

focused on their large home market but have recently begun

to transform from local to international suppliers The Division

alms to participate in growth through Chinese joint venture

Korean engineering and procurement companies offer large

product and solutions range and establish themselves as one-

stop-shops which offer customer solutions out of one hand

In instrumentation and controls ABB and Emerson Electric are

the Divisions principal competitors

The principal competitors in the market served by the Wind

Power Division are Enercon Gamesa General Electric Gold

wind Sinovel Suzion and Vestas The competitive situation

differs between the market segments hi the market for on

shore wind-farms competition is widely dispersed without

any one company holding dominant share of the market In

contrast there are only few major players in the market for

technologically more complex offshore wind-farms Overall

the industry currently suffers from overcapacity and is largely

regarded as being in an early stage of consolidation

The principal competitors of the OilGas Division vary by prod

uct in automation and electrical equipment they are ABB and

Honeywell above all whereas in compressors and steam and gas

turbines they are Dresser Rand General Electric MAN Diesel

Turbo and Solar Turbines Overall competition in the markets

served by the OilGas Division is characterized by relatively

small number of companies some with very strong position in

the markets and some with regional focus playing key roles

The primary competitors of the Power Transmission Division

are small group of large multinational companies offering

wide variety of products systems and services Its key global

competitors are ABB and Alstom Further competition comes

from emerging countries regional and niche manufacturers

such as XD from China Crompton Greaves from India HHI from

Korea and Mitsubishi Electric from Japan Power Transmission

Division entered into several joint ventures in China which is

the Sectors largest national power transmission market

Healthcare

The Healthcare Sector offers customers comprehensive

portfolio of medical solutions across the treatment chain

ranging from medical imaging to in-vitro diagnostics to inter

ventional systems and clinical information technology sys

tems all from single source In addition the Sector provides

technical maintenance professional and consulting services

and together with Financial Services SFS financing to assist

customers in purchasing the Sectors products
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External revenue of the Sector was 13.600 billion in fiscal

2012 representing 17% of Siemens revenue The following

chart provides geographic breakdown of the Sectors exter

nal revenue in fiscal 2012
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The Healthcare Sector comprises the following three Divisions

one Operational Unit and one separate sector-led Business

Unit In addition to the financial results for the Sector financial

results are also reported externally for the Diagnostics Division

The Imaging Therapy Systems Division provides broad

range of medical devices for diagnostic imaging and for therapy

solutions Imaging equipment includes computer tomographs

magnetic resonance imaging equipment and positron emission

tomography Siemens is market leader in this field Therapy

solutions mainly comprise angiography systems particle thera

py systems and minimally invasive procedures These systems

are closely linked with imaging equipment in particular in the

area of therapy planning The Division leverages synergies be

tween imaging equipment and therapy solutions in order to

strengthen its leading position in these markets Starting in

fiscal 2011 the Division shifted the focus of certain particle ther

apy projects primarily to research In fiscal 2012 the Sector re

structured its radiation oncology business and stopped the sales

of linear accelerators as of January 2012

The Clinical Products Division mainly comprises the business

with ultrasound and X-ray equipment including mammogra

phy In addition to providing innovative high-end solutions the

Clinical Products Division focuses on the development of cost-

efficient less complex equipment that meets essential custom

er requirements particularly in emerging economies The Clini

cal Products Division also comprises the internal supplier Com

ponents and Vacuum Technology which also provides compo

nents to the Imaging Therapy Systems Division

The Diagnostics Division offers products and services in the

area of in-vitro diagnostics In-vitro diagnostics is based on the

analysis of bodily fluids such as blood or urine and supplies vital

information for the detection and management of disease as

well as an individual patients risk assessment The Divisions

product portfolio represents comprehensive range of diagnos

tic testing systems and consumables including clinical chemis

try and immunodiagnostics molecular diagnostics i.e testing

for nucleic acids hematology hemostasis microbiology point-

of-care testing and clinical laboratory automation solutions

The Sectors Operational Unit Customer Solutions manages

the sales and service organization as well as the Business Unit

covering hospital information systems Audiology Solutions

provides hearing aids arid is sector-led Business Unit

The customers of the Healthcare Sector include healthcare pro

viders such as hospital groups and individual hospitals group

and individual medical practices reference and physician office

laboratories and outpatient clinics The Sector sells the majori

ty of its products and services through in-house sales staff

which is grouped in its Customer Solutions Operational Unit

supported by dedicated product specialists In some countries

it also uses dealers particularly for the sale of low-end products

such as low-end ultrasound and X-ray equipment small

portion of the Sectors revenue derives from the delivery of

products and components to competitors on an original equip

ment manufacturer OEM basis The Sectors products are ser

viced primarily by its own dedicated personnel

As large part of Healthcares revenue stems from recurring

business the Sectors business activities are to certain extent

resilient to short-term economic trends but are dependent on

regulatory and policy developments around the world The

Healthcare Sector faces market risks in connection with ongo

ing health care reform efforts In the U.S health care reform

was enacted in the spring of 2010 In particular in connection

with this reform it is currently expected that an excise tax will

be charged on certain medical devices from 2013 onwards

Siemens believes that this tax will impact all businesses ex

cept of Audiology

The Healthcare Sectors principal competitors in medical imag

ing are General Electric Philips Toshiba Hitachi and Hologic

Other competitors include Roche Abbott and Danaher for irs-

vitro diagnostics McKesson and Cerner for healthcare infor

mation technology systems and Sonova GN Resound William

Demant and Starkey for audiology hearing aids The trend to

ward consolidation in the Sectors industry continues Compe
tition among the leading companies in the field is strong in

cluding with respect to price

In fiscal 2012 the Healthcare Sector launched Agenda 2013

global initiative to grow its innovative capacity and make itself

more competitive Agenda 2013 is the Sectors proactive re

sponse to the challenges emerging from changing market en

vironrnent To meet these challenges Agenda 2013 includes

measures targeting innovation regional presence competitive-
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ness and human resource development These include focused

investments in product development and expanded sales activ

ities in growth markets Agenda 2013 also encompasses re

alignment of the radiation therapy business unit that includes

rightsizing measures In addition Agenda 2013 includes pro

gram to improve the cost position in the Diagnostics Division

Industry

The Industry Sector offers broad spectrum of products servic

es and solutions for the efficient use of resources and energy

and improvements of productivity and flexibility in industry Its

integrated technologies and holistic solutions address primarily

industrial customers such as process and manufacturing indus

tries The portfolio spans industry automation industrial soft

ware and drives products and services system integration and

solutions for industrial plant businesses After the close of fiscal

2012 the Sector decided to dispose of its business of mechani

cal biological and chemical treatment and processing of water

External revenue of the Sector was 18.872 billion in fiscal

2012 representing 24% of Siemens revenue The following

chart provides georaphic breakdown of the Industry Sec

torts external revenue in fiscal 2012
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The Industry Sector consists of the three Divisions Industry

Automation Drive Technologies and Customer Services as well

as the sector-led Metals Technologies Business Unit Financial

results relating to the Customer Services Division are reflected

in the Industry Automation Division the Drive Technologies

Division and the Metals Technologies Business Unit and are

therefore not reported separately

The Industry Automation Division offers automation systems

such as programmable logic controllers and process control

systems sensors such as process instrumentation and analyt

ics and industrial software such as product lifecyde manage

ment and manufacturing execution systems software The

Divisions portfolio ranges from standard products and systems

for the manufacturing processing and construction industries

to solutions for entire industrial vertical markets including au

tomation solutions for entire automobile production facilities

and chemical plants Furthermore the Divisions offerings in

fiscal 2012 comprised equipment and related services for indus

trial process water industrial and municipal wastewater treat

ment such as water purification systems clarification systems

and systems and solutions for water recycling and reuse As not

ed above Industry has decided to divest its business of mechan

ical biological and chemical treatment and processing of water

The Division will continue to offer efficient solutions for the

control management and instrumentation of water processes

In fiscal 2012 Industry Automation completed the acquisitions

of RuggedCom Inc provider of robust industrial-quality eth

ernet communication products and network solutions as well as

several other acquisitions to enhance its offerings for industrial

software After the close of fiscal 2012 the Division announced

the acquisition of LMS International provider of mechatronic

simulation software that expands and complements the Divi

sions product lifecycle management portfolio

The Drive Technologies Division offers integrated technolo

gies that cover wide range of drive applications with electri

cal components such as standard motors and drives for con

veyor belts pumps and compressors heavy duty motors and

drives for roiling steel mills compressors for oil and gas pipe

lines and mechanical components such as gears for wind tur

bines and cement mills With its e-Car business the Division

develops motors and inverters for electric cars for the automo

tive industry Drive Technologies offers products such as auto

mation systems and services for production machinery and

machine tools The Divisions portfolio includes standard prod

ucts as well as industry-specific control and drive solutions for

wind power metal forming printing and electronic manufac

turing as well as solutions for manufacturers of glass wood

plastic ceramic textile and packaging equipment and crane

systems In addition the Division offers integrated drive and

automation solutions especially for the marine and shipbuild

ing minerals and pulp and paper industries including related

services over the lifecycle of the solutions

The Customer Services Division offers comprehensive portfo

lio of services and supports industrial customers in their efforts

to increase their productivity The portfolio includes product-

related services which seek to enhance
reliability profitability

efficiency and environmental compatibility of industrial plants

The Sector-led Metals Technologies Business Unit offers en

gineering and plant-building services for the iron and steel in

dustry as well as for the rolling sector of the aluminum and

non-ferrous industries The Business Unit provides technolo

gies solutions and services for metallurgical plants integrat

ed steelworks and minimills Its vertically integrated supply

capability includes mechanical equipment drives motors

electrics automation mechatronics technological packages

and all environmental systems
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The Industry Sectors principal customers are industrial cus

tomers in broad range of markets including transportation

arid logistics metals and mining machinery utilities and au

tomotive The Sector is active globally including in emerging

markets especially those in the Asia Australia region which

Sector management believes have long-term growth poten

tial Apart from the Siemens brand the Sector markets some

parts of its portfolio under different brand names such as

Flender for gears or Winergy for wind turbine components

depending on geography and technology

The Sector sells its products primarily through dedicated per

sonnel in Siemens worldwide network of regional sales units

In addition it uses original equipment manufacturers solu

tion providers installers general contractors third-party dis

tributors and independent agents

The large size of some of the Sectors projects occasionally ex

poses it to risks related to technical performance or specific

customers or countries In the past the Sector has experi

enced significant losses on individual projects in connection

with such risks For additional information on these risks see

C9 REPORT ON EXPECTED DEVELOPMENTS AND ASSOCIATED MATERIAL

OPPORTUNITIES AND RISKS

The Sector has manufacturing locations worldwide especially

throughout North and South America Western and Eastern

Europe and Asia allowing it to stay close to its major customers

and keep shipping charges low In recent years mateiial costs

have been negatively affected by significant price increases for

metals energy and other raw materials The Sector continues to

work on reducing the use of hazardous materials e.g lead

and to replace them in its products and processes Sustainable

products and processes such as coking coal free iron produc

tion processes COREX energy efficient motors and energy

management play major role in its innovation strategy

Average product lifetimes in the Sectors product businesses

tend to be short typically ranging from one to five years from in

troduction and are even shorter where software and electronics

play an important role The lifecycles in the solutions businesses

tend to be longer as the Sector supports its customers with sig

nificant services through the whole life of their infrastructures

The timing and extent to which Division of the Industry Sector

is affected by economic cycles depends largely on the kind of

business activities it conducts Business activities that tend to re

act very quickly to changes in the overall economic environment

include many of the business activities of Industry Automation

and those business activities of Drive Technologies that serve

customers in the manufacturing industries Business activities

that are generally affected later by the changes in the overall

economic environment include those business activities of Drive

Technologies that serve customers in process industries as well

as in the energy and infrastructure sector

The competitors of our Industry Sector can be grouped into

multinational companies that offer relatively broad portfolio

and companies that are active only in certain of the geographic

or product markets served by the Industry Sector The Sectors

principal competitors with broad portfolios are multinational

companies such as ABB Emerson Electric and Schneider Elec

tric In the industries in which the Sector is active consolida

tion is occurring on several levels In particular suppliers of

automation solutions have supplemented their activities with

actuator or sensor technology while suppliers of components

and products have supplemented their portfolio with comple

mentary products for their sales channels

Asian competitors are generally focused on large-scale produc

tion and cost cutting European competitors are focused on

high quality lifecycle service Nevertheless most major com

petitors have established global bases for their businesses In

addition competition in the field has become increasingly 0-

cusod on technological improvements and price Intense com

petition budget constraints and rapid technical progress with

in the industry prace significant downward pressure on prices

In addition competitors continuously shift their production to

low-cost countries

The main competitors of the Industry Automation Division are

ABB Schneider Electric Rockwell and Emerson Electric Within

its product lifecycle management business the Division also

competes with among others Dassault Systemes and PTC

Competitors of the Drive Technologies Division include compa

nies with broad business portfolios such as ABB Emerson Elec

tric and Mitsubishi Electric but also specialist companies such

as Fanuc and SEW The main competitors of our Metals Tech

nologies Business Unit are Danieli and SMS

Infrastructure Cities

The Infrastructure Cities Sector offers wide range of sus

tainable technologies for metropolitan centers and urban infra

structures worldwide such as integrated mobility solutions

building and security systems power distribution equipment

smart grid applications and low- and medium-voltage products
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External revenue of the Sector was 16731 billion in fiscal

2012 representing 21% of Siemens revenue The following

chart provides geographic breakdown of the Infrastruc

ture Cities Sectors external revenue in fiscal 2012

The Sector consists of five Divisions Rail Systems Mobility and

Logistics Low and Medium Voltage Smart Grid and Building

Technologies Financial results of the Rail Systems and the Mo
bility and Logistics Divisions are reported together in the Trans

portationLogistics Business Financial results of the Divisions

Low and Medium Voltage and Smart Grid are reported together

in the Power Grid Solutions Products Business

The Rail Systems Division comprises Siemens rail vehicle

business The Divisions activities consist mainly of the busi

nesses relating to rail vehicles for mass transit regional and

long-distance transportation driverless systems locomotives

for passengers or rail freight traction systems bogies and on-

board power supplies

The Mobility and Logistics Division primarily provides prod

ucts solutions including IT solutions and services in operating

systems for rail transportation such as central control systems

interlockings and automated train controls for road traffic in

cluding traffic detection information and guidance for airport

logistics including cargo tracking and baggage handling and

for postal automation including letter and parcel sorting

The Low and Medium Voltage Division supplies electrical

grid operators and large industrial electricity consumers with

medium- and low-voltage equipment Furthermore the Divi

sion provides systems and services for the distribution of elec

trical power from high-voltage transmission grid access to me
dium or low-voltage grids directing the electrical energy to

end consumers and their access points

The Smart Grid Division provides energy automation solutions

smart grid applications transmission and distribution services

applications for electromobiity solutions and rail infrastructure

electrification solutions for mainline and mass transit applica

tions In fiscal 2012 the Division acquired the U.S.-based com

pany eMeter in order to position the Division to expand its ener

gy information and meter data management solutions

The Building Technologies Division offers products services

and solutions for commercial industrial public and residential

buildings including building automation comfort building

safety and security and building operations In addition the

Division offers energy solutions aiming to improve buildings

energy cost reliability and performance while minimizing its

impact on comfort and the environment The Divisions offer

ings include heating and ventilation controls security systems

and devices such as intruder detection video surveillance and

building access control fire safety solutions such as fire detec

tion protection alarm systems and non-water based fire extin

guishing

The Infrastructure Cities Sector also holds the Atos S.A AtoS

shares and the convertible bond which Siemens received fol

lowing the sale of Siemens IT Solutions and Services to AtoS

The Infrastructure Cities Sector distributes its products and

services through its own dedicated sales force supported by

Siemens worldwide network of regional companies In addi

tion the Divisions of the Sector use to varying degrees third-

party distributors panel builders original equipment manufac

turers value added partners installers and general contractors

Overall the Sectors principal customers are railway operators

public utilities industrial and infrastructure customers elec

trical grid operators construction and real estate customers

and manufacturers of heating ventilation and air-conditioning

solutions The timing and extent to which Division of the

Infrastructure Cities Sector is affected by economic cycles de

pends largely on the kind of business activities it conducts

Business activities that tend to react very quickly to changes in

the overall economic environment include Low and Medium

Voltage Divisions where business activities are generally af

fected later by the changes in the overall economic environ

ment include Smart Grid and Building Technologies The de

velopment of markets served by our Rail Systems Division and

Mobility and Logistics Division is primarily driven by public

spending Customers of these Divisions usually have multi-

year planning arid implementation horizons They therefore

tend to be independent of short-term economic trends

The Sector is globally active in broad range of markets in

cluding construction and real estate transportation and logis

tics and utilities The Sectors activities include emerging mar

kets e.g those in the Asia Australia region While the Sector

believes that these markets offer significant growth potential

the Sectors activities in that region expose it to risks associat

ed with economic financial and political disruptions that

could result in lower demand or affect customers abilities to

pay Some markets such as those served by our Divisions Rail

Systems Mobility and Logistics and Smart Grid are signifi

cantly influenced by public spending The large size of some of

the Sectors projects especially in the following Divisions Rail

Systems Mobility and Logistics and in parts of Building Tech

nologies occasionally exposes it to risks related to technical

performance or specific customers or countries In the past

the Sector has experienced significant losses on individual

projects in connection with such risks For additional informa

tion on these risks see c.s REPORT ON EXPECTED DEVELOPMENTS

AND ASSOCIATED OPPORTUNITIES AND RISKS
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The Sectors principal competitors are multinational companies

such as ABB Aistom Ansaldo Bombardier General Electric

Honeywell Johnson Controls Schneider Electric and 1rco The

Sectors competitors vary by Division The main competitors of

the Rail Systems Division and the Mobility and Logistics Divi

sion are Alstom Ansaldo Bombardier and General Electric The

primary competitors of the Low and Medium Voltage Division

are ABB General Electric Honeywell and Schneider Electric

The principal competitors of the Smart Grid Division are ABB

Alstom General Electric and Schneider Electric The main com

petitors of the Building Technologies Division are Honeywell

Johnson Controls Schneider Electric and T\jco Infrastruc

ture Cities also faces competition from niche competitors and

from new entrants such as utility companies and consulting

firms exploiting the fragmented energy efficiency market The

Sectors solution businesses also compete with engineering

procurement and construction ECP providers while competi

tors in the service field often include small local players

Equity Investments

In general the segment Equity Investments comprises equity

stakes held by Siemens that are accounted for by the equity

method at cost or as current available-for-sale financial assets

and are not allocated to Sector SFS Centrally managed port

folio activities Siemens Real Estate SHE Corporate items or

Corporate Treasury for strategic reasons Our main investments

within Equity Investments are our stake of approximately

S00% in Nokia Siemens Networks B.V NSN our 50.0% stake

in BSH Bosch und Siemens Hausgeràte GmbH ESH as well as

our 49.0% stake in Enterprise Networks Holdings B.V EN

Financial Services

Financial Services SFS provides variety of financial servic

es and products both to third parties and to other Siemens en

tities and their customers SFS has three strategic pillars sup

porting Siemens Sectors with financing solutions for their cus

tomers manage financial risks of Siemens and offering third-

party financing services and products To better achieve this

goal Financial Services intends to grow its business in profit

able controlled manner

SFS business can be divided into capital business and fee busi

ness The capital businesses support activities for Siemens

sales as well as third party vendors and customers and consist

of leasing loans asset-based lending and equity investments

both in infrastructure projects and corporate venture capital

The fee businesses comprise support and advisory activities

concerning financial risk and investment management proj

ectexport financing and arranging of project financing for

Siemens projects treasuryfinancing services pension asset

investment management insurance brokerage as well as re-in

surance of Siemens risks

SFS conducts its business through seven Business Units Com

mercial Finance Project and Structured Finance Energy Proj

ect- Structured and Leveraged Finance Healthcare Project- and

Structured Finance Infrastructure and Cities Industry Trea

sury Financing Services Jnvestment Management and Insur

ance In addition one Business Segment Venture Capital is di

rectly assigned to SFS CEO The SFS functions Trade Finance

Advisory and Corporate Pensions provide advisory and assis

tance services to the entire Siemens Company In addition SFS

host number of functions to support its own business

In its transactions with Siemens and third parties SFS acts

consistently with banking industry standards in the interna

tional financial markets that are both applicable and mandato

ryfor these transactions In December 2010 the Siemens Bank

GmbH was granted license by the German Federal Financial

Supervisory Authority Bundesanstalt für Finanzdienstleis

tungsaufsicht BaFin to engage in banking business In par

ticular the license covers engaging in loan guarantee busi

ness and deposit taking Siemens Bank GmbH was established

to support the operational businesses of Siemens Sectors by

providing financing solutions and the license enables the bank

to gain access to the deposit and refinancing facilities of the

European Central Bank

SFS competition mainly includes commercial finance opera

tions of banks independent commercial finance companies

captive finance companies and asset management companies

International competitors include BNP Paribas Equipment

Finance De Lage Landen General Electric Commercial Finance

Macquarie and SociØtØ GØnØrale Equipment Finance Particu

larly in the commercial finance business SFS competitors are

often local financial institutions and competition therefore

varies from country to country

C.1.2 Economic environment

C.1.2.1 WORLDWIDE ECONOMIC ENVIRONMENT

Growth in the global economy continues to slow down in 2012

with real global gross domestic product GDP expected to rise

by only 2.5% compared to 3.0% in 2011 Above all the unstable

economic situation in Europe burdens economic activity

worldwide Concerns about the stability of the banking sector

the sovereign debt crisis and the fragile economy continue to

hamper private-sector investment and consumer spending

Moreover austerity policies to cut government deficits and

bring down debt levels in Europe have led to significant re

duction of government spending In addition the U.s economy

remains sluggish and growth in emerging markets has cooled

down due to spifiover effects from advanced economies and

various country-specific factors
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WORLD REAL GOP GROWTH IN COMPARED TO PRIOR YEAR
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From regional perspective the slowdown is sharpest in

Europe with economic growth coming to standstill in 2012

Restrictive fiscal policies rising unemployment large capital

outflows to northern countries and the sovereign debt crisis

have all deepened the contraction in the southern periphery

economies This in turn increasingly hampers growth in the

core northern countries such as Germany On top of that the

uncertain economic situation in Europe keeps consumer

spending and private-sector investments on low level Gross

fixed investment one way in which gross domestic product is

used is expected to decline by 2.1% in 2012 compared to 2011

To foster the stability of the Eurozone European governments

have taken important measures The establishment of the per

manent European Stability Mechanism ESM as substitute

for the temporary European Financial Stability Facility is aimed

at ensuring the financial solvency of the Eurozone countries

Moreover in order to bring down government bond yields and

to ensure the functioning of monetary operations in every

country of the monetary union the European Central Bank

ECB has declared its willingness to buy sovereign bonds on

the secondary market without limit if country meets the cri

teria of the ESM This announcement calmed financial markets

and reduced yields of Italian and Spanish bonds making refi

nancing cheaper for these countries Economic development

in the Middle East is still affected by severe geopolitical ten

sions involving Iran and ongoing violence and unrest inYemen

and Syria where the economy is contracting rapidly In con

trast growth in other oil-exporting countries remains robust

due to high oil prices Growth in Africa is surprisingly strong

in 2012 But the continent still suffers from an unstable politi

cal environment and economic growth in many countries is

highly dependent on raw material prices The C.LS countries

have to deal with relatively low growth of 3.6% in 2012 The

whole region is negatively affected by the European sovereign

debt crisis due to financial and trade linkages

16

In the Americas GDP growth is expected to slow slightly in

2012 to 2.3% On one hand the growth rate in Latin America is

expected to decrease to 2.9% due in part to lower export de

mand from weak global economy Furthermore the global

slowdown also causes some commodity prices to fall which

strongly affects Latin America as major seller of commodi

ties Hence investment spending has slowed down consider

ably Representative for the economic development in Latin

America is Brazil which is expected to grow by only t6% in

2012 On the other hand the U.S is expected to grow slightly

faster year-over-year with 2.1% growth compared to 1.8% in

2011 U.S investment growth is expected to be particularly

strong 5.6% in 2012 compared to 3.4% in 2011 Additionally

the American housing market seems to be stabilizing towards

the end of the year Nevertheless the U.S faces high level of

debt and low employment growth Moreover the countrys

political gridlock creates economic uncertainty particularly re

gardling tax increases and spending cuts that will take place

automatically at the beginning of 2013 if no agreement can be

reached the so-called fiscal cliff

In Asia Australia growth is accelerating slightly in 2012 al

though Chinas and Indias extraordinarily high growth levels

are expected to cool down to 7.4% and 5.1% respectively

China leading exporter is significantly affected by the

decrease in global demand so gross fixed investments are

trending in line with slower GDP growth The Chinese govern

ment has implemented expansionary fiscal and monetary

measures in order to support the economy The Indian econo

my is negatively affected by strong credit linkages with

struggling Europe and weaker capital inflows Moreover India

was also hit by series of major electricity failures throughout

the whole country Japans economy started to recover from

the consequences of the earthquake and tsunami in March

2011 Its expected growth rate of 2.3% is caused mainly by in

creased government spending with boost from stronger
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household spending Furthermore Indonesia Thailand and

Vietnam continue to grow rapidly and support the economys

growth of the Asia Australia region of 4.7% in 2012

key factor for Siemens as manufacturer is real manufac

turing value added component used in calculating gross

domestic product by means of the production approach De

spite accelerating growth in both the Asia Australia and

Americas regions growth in manufacturing value added on

global basis is expected to decline in 2012 to 4.1% from 4.5%

in 2011 This is due to significantly slower growth in the

Europe C.I.S Africa Middle East region including slight

decline in Europe

The partly estimated figures presented here for gross domestic

product gross fixed investments and manufacturing value add

ed are drawn from an IHS Global Insight report dated October

15 2012 Siemens has not independentlyverified this data

In addition to the common currency of the European Mone

tary Union the euro another key currency for Siemens is

the US$ Following an appreciation of the against the US$ at

the beginning of fiscal 2012 concerns over the sovereign debt

crisis in number of southern European member states of the

European Monetary Union led to decline of against theUS$

For the remainder of fiscal 2012 the value of the relative to

the US$ remained below its level at the end of fiscal 2011 Dur

ing July 2012 the value of the against the US$ reached its

lowest levels of the fiscal year Only at the end of fiscal 2012

did the value of the begin to recover somewhat Among the

contributing factors were the German constitutional courts

rejection of applications to block the ESM and the ECBs an

nouncement of the modalities of new government bond

purchase program Nevertheless at September 30 2012 the

value of the against the US$ was around 4% below the level

year earlier

Our businesses are dependent on the development of raw mate

rial prices Key materials to which we have significant cost ex

posure include copper various grades and formats of steel and

aluminum In addition within stainless steel we have consider

able exposure related to nickel and chrome alloy materials

The average monthly price of copper denominated in per

metric ton for September 2012 was 4% higher than the aver

age monthly price in September 2011 this reversed previous

iy negative trend year-over-year and was due to the release of

financial and fundamental stimulus programs Prices on fis

cal-year average were 8% lower in fiscal 2012 than the average

for fiscal 2011 Prices for copper are still supported by tight sup

ply and demand fundamentals and by speculative influences

in the commodity markets Nevertheless because 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

Average monthly prices of aluminum traded at the London

Metal Exchange faced more pressure year-over-year losing 4%

in September 2012 compared to September 2011 While among

other factors high energy costs put upward pressure on alumi

num these were more than offset by oversupply As with cop

per we see developments in the aluminum market as posing

price risk rather than supply risk

The average monthly steel prices for September 2012 came

down by 3% compared to the average monthly prices in Sep

tember 2011 Especially at the end of fiscal 2012 steel markets

and prices for upstream raw materials e.g iron ore softened

significantly source CRU an independent business analysis

and consultancy group focused on among other things the

mining and metals sectors
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DEVELOPMENT OF RAW MATERIAL PRICES INDEX BEGINNING OF FISCAL 2008 100

In addition to the above-mentioned raw materials we have ex

posure related to rare earth metals and magnets The market

situation for buyers improved considerably throughout fiscal

2012 with respect to both price and availability Nevertheless

we track these factors closely as they could still pose signifi

cant price or supply risks for technology manufacturers in

cluding Siemens

Our main exposure to the prices of copper and related prod

ucts and to steel and stainless steel is in the Sect9rs Energy

Industry and Infrastructure Cities Our main price exposure

related to aluminum is in the Energy Sector In addition

Siemens is generally exposed to energy and fuel prices both

directly electricity gas oil and indirectly energy used in the

manufacturing processes of suppliers Some of our continu

ing operations face price and supply risks related to rare earth

metals particularly the industry Sectors Drive Technologies

Division and the Energy Sectors Wind Power Division

Siemens employs various strategies to reduce the price risk in

its project and product businesses such as long-term contract

ing with suppliers physical and financial hedging and price

escalation clauses with customers

C.1.2.2 MARKET DEVELOPMENT

According to an analysis published by IHS Global Insight on Ju

ly 20 2012 investments in 2012 are expected to continue to

grow in nominal terms compared to 2011 But the pace of

growth for 2012 is expected to slow down considerably com

pared to the prior year in almost all of the market segments

that are significant for our Sectors This is due largely to the

sovereign debt crisis in the euro zone especially in countries

affected by bank solvency risks credit availability and austerity

measures and also to repercussions of the sovereign debt cri

sis in other regions particularly including emerging markets

In markets significant for the Energy Sector investments in

power utilities are expected to grow by around 5% in 2012

slightly down from around 6% in 2011 Within these numbers

investments in many emerging markets are expected to con

tinue to grow clearly or significantly in 2012 compared to

2011 yet the expected growth rates in the majority of these

countries are still slower than year earlier Demand in Europe

is particularly weak Following recovery in 2011 power utility

investments are expected to show decline in nearly all Euro

pean countries in 2012 especially in countries affected by the

sovereign debt crisis In contrast investments in the U.S are

expected to grow moderately in 2012 following decline

year earlier Investments in the oil and gas markets are expect

ed to grow around 6% year-over-year down markedly from

around 17% in 2011 Some of the most important countries in

this market including the U.S Russia and Saudi Arabia which

increased their investments in 2011 substantially year-over-

year are expected to either clearly reduce investment growth

in 2012 or to keep investments on the prior-year level In the

chemical industry which is particularly sensitive to changes in

current economic conditions growth in investments is also

expected to slow considerably year-over-year down to around

5% in 2012 compared to around 17% year earlier This includes

lower growth in China the worlds largest national market

and shrinking investments year over-year in other major coun

tries among them Japan and Germany In contrast the growth

rate in the U.S is expected to remain nearly steady

Investments within the international healthcare markets

served by our Healthcare Sector are expected to increase by

around 2% in 2012 following rise of around 10% in the year

before This decline in growth includes reduced investments

not only in many European countries but also in some emerg

ing markets such as Brazil Furthermore growth in other large

emerging markets is expected to slow down year-over-year

130 CIt Siemens AG Discussion on basis of

German Commercial Code

134 C12 Notes and
forward-looking statements

135 Consolidated Financial Statements

239 AdditIonal Information

61

Copper Aluminum Il-b Steel HI1C

Sourcn London Metal Ecl-ançje lIME for copper end aluminum CPU F1I1C Germany for stoel conh prints per ton

129 Cit Compensation Report Corporate Governance

statement pursuant to Section 289a of the

German Commercial Code Takeover-relevant

information and explanatory report



such as in China and Russia or come to halt as in India In

the U.S market which is particularly significant for our Health-

care Sector growth in investments is expected to increase

slightly in 2012 compared to the prior year

The Industry Sector is influenced by the development in some

of the markets mentioned for the Energy Sector including by

the oil and gas markets and the chemical industry In other

markets significant for the Industry Sector investments in the

automotive industry are expected to grow by around 5% in

2012 down from growth in investments of around 15% year

earlier This change includes all major countries which are

showing either significantly slower growth or declining invest

ments year-over-year These factors are particularly evident in

Europe Investment growth is declining also in number of

emerging markets where investments were recently driven by

strong demand for vehicles Notable examples include China

which is experiencing significantly lower growth and India

where investments are declining year-over-year following

strong expansion year earlier Against this trend growth in

investments year-over-year is expected to accelerate in Japan

Even in the food and beverage industry which is usually less

susceptible to fluctuations in the economy growth in invest

ments is expected to decline significantly in 2012 to around

5% down from around 15% year earlier This is due to signifi

cant declines in investments in many European countries es

pecially those affected by high unemployment and low con

sumer confidence Investments are also expected to decline in

number of emerging markets as their populations are affect

ed by rising food prices Investments in the minerals sector are

expected to grow by around 5% in 2012 sharply lower than

growth of around 19% year earlier Within this sector growth

in investments in the largest industry mining is expected to

contract most significantly from around 21% in 2011 to around

5% in 2012 Among major countries in industrial mining this

decline in growth includes sharply lower growth in China and

Canada and reduction in investments in India year-over-year

while growth in investments in Australia is expected to come

down only slightly Investments in the machine building in

dustry are expected to grow by around 7% year-over-year in

2012 compared to around 18% year earlier Growth in invest

ments in the last few years was driven by exceptionally rapid

expansion in China which is by far the worlds most important

investor in machine building In contrast growth in China is

expected to slow markedly in 2012 as demand weakens in the

countrys manufacturing sector For the pharmaceutical indus

try investment growth is estimated to decline to around 6% in

2012 after around 15% in 2011 Within these numbers the larg

est investors China and Japan are expected to continue to in

crease their investments in 2012 but at slower pace than in

2011 Against this trend the U.S shows increasing growth in

investments year-over-year Investments in the pulp and paper

ToourShareholders

sector are expected to grow by around 4% in 2012 following in

vestment growth of around 13% year earlier The develop

ment within the largest markets is expected to be mixed While

investment growth in China is slowing significantly and

growth in Japan is nearly coming to halt investments in the

U.S are growing moderately following decline in the prior

year In the metals industry investments in 2012 are expected

to grow by around 5% compared to around 16% year earlier

Growth in China is expected to slow to single digits and India

is forecast to reduce its investments following substantial in

crease year earlier Investment growth in Japan and South

Korea is expected to decline less significantly year-over-year

Investments in water and wastewater utilities are expected to

grow by around 4% in 2012 compared to around 8% in 2011

While investment growth in China is expected to be higher in

2012 compared to the prior year and the U.S is expected to in

crease investments in 2012 following decline year earlier

many other major countries especially in Europe are forecast

to reduce their investments in 2012

The Infrastructure Cities Sector is influenced by develop

ments in number of markets mentioned above for the Sec

tors Energy Healthcare and Industry including power utilities

oil and gas healthcare and pharmaceuticals In other markets

important to the Sector investments in both the transporta

tion infrastructure and transportation services markets are ex

pected to grow by around 5% in 2012 The pace of growth in

the prior year was around 15% in transportation infrastructure

faster than growth of around 8% in transportation services For

transportation infrastructure investments are expected to

slow in the large Chinese market and shrink in some of the

larger European countries including France and Germany The

U.S and Russia are expected to keep investment growth near

the prior-year level Overall growth in transportation service is

held back by declining investments in Europe even as China is

expected to clearly increase investments in 2012 following

decline in investments year earlier Growth in investments in

the public research and education sector is expected to de

cline to around 3% in 2012 down from around 9% in 2011

While the large majority of European countries and also

number of emerging countries including Brazil and India are

expected to reduce investments in 2012 compared to 2011 the

U.S is forecast to expand its public investments year-over-year

For construction and real estate investments are expected to

grow around 3% in 2012 compared to the prior year year ear

lier growth in investments was around 12% While these mar
kets are depressed in Europe growth in the U.S is accelerat

ing as these industries are benefiting from low mortgage rates

and improved consumer confidence In the post and logistics

sector investment growth in 2012 is forecast to slow to around

2% year-over-year compared to around 13% year earlier

While growth in fiscal 2012 is particularly burdened by shrink-
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ing investment in large parts of Europe the change year-over-

year is particularly strong in Brazil where sharp growth year

earlier is expected to be followed by clear decline in invest

ments In the wholesale and retail sector investment growth

is expected to decline to around 3% year-over-year down from

around 13% year earlier following the same pattern as invest

ments in post and logistics

C.13 Strategy

C.l.3.1 GLOBAL MEGATRENDS
Global megatrends are long-term developments that are expect

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

demographic change urbanization climate change and global

ization as megatrends that wil1 drive global demand in coming

decades We have aligned our strategy with these developments

and accordingly have organized our business into four Sectors

Energy Healthcare Industry and Infrastructure Cities

Demographic change includes two major trends the worlds

population continues to grow rapidly and it continues to get

older Together these two trends will challenge the ability of

future liealthcare systems to make affordable healthcare avail

able to everyone Urbanization refers to the growing number

of large densely-populated cities around the world This trend

intensifies the already strong demand for sustainable and ener

gy-efficient infrastructures for buildings transportation sys

tems energy and water Climate change is fact The average

global surface temperature increased by 0.76C between 1850

and the beginning of the 2V century The reduction of green

house gas emissions is vital to avoiding increasingly drastic

effects on our ecosystem There is strong need for innovative

technologies to increase efficiency and reduce the emissions

related to energy generation and consumption Globalization

refers to the increasing integration of the worlds economies

politics culture and other areas of life Globalization leads to

increased competitive pressure and demand for economical

timely-to-market high-quality products and solutions

C.1.3.2 STRATEGY OF THE SIEMENS GROUP
Our vision is to be pioneer in

energy effidency

industrial productivity

affordable and personalized healthcare and

intelligent infrastructure solutions

Our company strategy guides us in turning our vision into real

ity We are aiming to be market and technology leader in our

businesses based on our values to be responsible excel

lent and innovative We believe that this will position us to

achieve sustainable profitable growth and thereby continually

increase our company value As an integrated technology com

pany we intend to profit from the megatrends described

above

Our strategy comprises what we call our three strategic direc

tions

focusing on innovation-driven growth markets

getting closer to our customers and

using the power of Siemens

One Siemens is our framework for sustainable value creation

with financial target system for capital-efficient growth and

the goal of continuous improvement relative to the market and

our competitors

The financial target system of One Siemens defines financial

key performance indicators for revenue growth for capital ef

ficiency and profitability and for the optimization of our capi

tal structure In addition we set hurdle rates that generally

need to be considered before acquisitions are executed Fur

ther we defined an indicator targeted at an attractive dividend

policy We believe that these indicators will play key role in

driving the value of our Company For further information see

C.2 FINANCtAI PERFORMANCE MEASURES

To achieve our One Siemens goal of sustalnably enhancing the

value of Siemens and of exploiting the full potential of our in

tegrated technology company we have defined three concrete

focus areas along each of the three strategic directions set

forth above which we aim to address in the years ahead

In the strategic direction of focusing on innovation-driven

growth markets our first focus area is to be pioneer in tech

nology-driven markets Here we intend to concentrate on mar

kets that are believed to have future growth potential for ex

ample in vertical IT and software Our second focus area is to

strengthen our portfolio We are actively and systematically

managing our portfolio with the principal aim of achieving or

maintaining No.1 or No.2 position in our current and future

markets To provide leading environmental portfolio is our

third focus area Our Environmental Portfolio enhances our

Companys revenue and makes significant contribution to cli

mate protection

In the second strategic direction of getting closer to our cus

tomers one of our focus areas is to grow in emerging markets

while maintaining our position in our established markets We

plan to offer more products solutions and services for the rap

idly growing entry-level segments which are more price-sen

sitive and mostly found in emerging markets second focus
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C2 FINANCIAL

PERFORMANCE MEASURES

area is to expand our service business We believe that the

large installed base of our products and solutions at our clients

provides promising growth opportunities for our service busi

ness Services play key role in profitability at Siemens and in

addition long-term service agreements are less likely to be im

pacted by economic fluctuations To intensify our customer fo

cus is our third focus area We believe that customer proximity

and local presence are important factors in being able to re

spond quickly to changing market requirements

In the strategic direction of using the power of Siemens our

first focus area is to encourage lifelong learning and develop

ment of our employees We invest continuously in expanding

the expertise of our people through demanding training and

education programs We aim to develop our employees world

wide by identifying talent and offering challenging tasks To

empower our diverse and engaged people worldwide is our

second focus area We believe that the strong potential of our

employees skills experience and qualifications can give us

clear competitive advantage in our global markets The third

focus area is to stand for integrity On the basis of our values

we have formulated clear and binding principles of conduct

that cover all aspects of our entrepreneurial activities

Beginning with fiscal 2013 we are implementing Siemens

2014 company-wide program supporting the One Siemens

framework for sustainable value creation The goal of the pro

gram is to reduce cost increase competitiveness and become

faster and less bureaucratic We intend to improve profitability

through five key enablers cost reduction strengthening core

activities go-to-market optimizing our infrastructure and

simplifying governance The program is aimed at raising Total

Sectors profit margin to at least 12% by fiscal 2014 To achieve

this goal we are targeting substantial productivity gains over

the next two fiscal years from the activities just mentioned In

the area of cost reduction which is expected to yield the ma
jority of these gains we want to for example enhance prod

uct design by better integrating engineering development

manufacturing and purchasing processes improve global ca

pacity utilization and presence and increase process efficiency

and quality To achieve these results our Sectors are undertak

ing broad range of measures that are expected to result in

charges to earnings in the next two fiscal years

This section on financial performance measures describes

several measures that are or may be non-GAAP financial mea

sures Other companies that report or describe similarly titled

financial measures may calculate them differently

As of the beginning of fiscal 2011 we introduced One

Siemens our framework for sustainable value creation

for further information see ci.3 sritretw As part of One

Siemens we have developed financial target system for capi

tal-efficient growth that we believe will increase the value of

our Company Our goal is to achieve continuous improvement

relative to the market and our competitors The financial target

system defines indicators for revenue growth capital efficien

cy and profitabiity the optimization of our capital structure

and our dividend policy In addition we set hurdle rates that

generally must be considered before we make acquisitions

C2.1 Revenue growth

We believe that an important driver for increasing our Compa

nys value over the long term is profitable revenue growth Spe

cifically our goal is to grow our revenue faster than the average

revenue growth of our most relevant competitors For purposes

of comparison to the revenue growth of our competitors our

revenue growth is calculated as the growth rate of reported rev

enue as presented in the Consolidated Financial Statements

REVENUE GROWTH

Revenue current period -1

1Ic1OO%
RevenuC prior-year period

Actirvl

C.2.2 Capital efficiency and profitability

Our aim is to work profitably and as efficiently as possible with

the capital of our shareholders and lenders We monitor our cap

ital efficiency using adjusted return on capital employed or

ROCE adjusted which is reported on continuing operations

basis This measure assesses our generated income from the

point of view of our shareholders and lenders ROCE adjusted

is defined as income from continuing operations before interest

after tax divided by average capital employed Our target is to

achieve ROCE adjusted of 15% to 20% ROCE adjusted in
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the fiscal years 2012 and 2011 was 17.0% and 25.3% respective

ly Siemens weighted average cost of capital WACC is cur

rently 7.5%

RETURN ON CAPITAL EMPLOYED ROCE ADJUSTED

corniui OPERATIONS

Income from continuing Operations before interest after tax

100%

Average caprtal employed

FY2012 17.0%

IY2011 253%

rr5errmge 15-20%

Our financial indicator for measuring capital efficiency at

Financial Services SFS is return on equity after tax or ROE

after tax in line with common practice in the financial ser

vices industry We define ROE after tax as SFS profit after tax

divided by SFS average allocated equity For purposes of calcu

lating ROE after tax the relevant income tax is calculated on

simplified basis by applying an assumed 30% flat tax rate to

SFS profit excluding income loss from investments account

ed for using the equity method net which is basically net of

tax already and tax-free income components and other com

ponents which have already been taxed or are generally tax-

free Our goal is to achieve ROE after tax of 15% to 20% at SFS

compared to 15.1% year earlier Healthcares adjusted EBITDA

margin was 18.5% up from 15.7% in fiscal 2011 The adjusted

EBITDA margin for our Industry Sector was 14.9% down from

16.8% in the prior year The adjusted EB1TDA margin for Infra

structure Cities was 7.5% compared to 8.3% year earlier

ADJUSTED EBITDA MARGINS FY 2012

Margul target range

Energy 5.3% 10 15%

Heathcare 18.5% 15 20%

lnuatty 14.9% 12 17%

nfrastructreClles 7.5% 12%

AdjrstCd EIITEA mar5.rrr at trarpecrive rnarrets thr-3ughcrut brsirrers cyde

C.2.3 Capital structure

Sustainable revenue and profit development can be achieved

only on the basis of healthy capital structure key consider

ation for us in this regard is maintaining ready access to the

capital markets through various debt products and preserv

ing our ability to repay and service our debt obligations over

time Therefore we use the ratio of adjusted industrial net

debt to adjusted EBITDA for optimizing our capital structure

For information on this calculation and its components see

-- C.4.2 CAPITAL STRUCTURE Our goal is to achieve ratio in the

range of 0.51.0

RETURN ON EQUITY ROE AFTER TAX CAPITAL STRUCTURE CONTINUING OPERATIONS

SFS profit
after tax

100%
SF5 average allocated equty

FY2012 21.9%

FY2011 22.6%

Adjustod Industrial net debt

Adjusted EBITDA

FY 2012 0.24

FY2O11 0.14

Tarrjst range 15 20% Targetranae0.5---1.0

Our goal is to achieve margins comparable to the best compet

itors within our industries throughout the entire business

cycle We therefore seek to maintain or improve the profitabili

ty of our businesses as appropriate Our measure in this regard

is adjusted EBITDA margins defined as the ratio of adjusted

EBITDA as presented in C.3.3 RECONCILIATION TO ADJUSTED

EEITDA CONTINUING oPERATIoNs to revenue We have defined

adjusted EBITDA margin ranges for the respective industries of

our four Sectors Adjusted EBIIDA target margin ranges for the

Sectors and their performance in fiscal 2012 are shown in the

chart below The adjusted EBITDA margin for Energy was 9.3%

C.2.4 Dividend

At the Annual Shareholders Meeting the Managing Board in

agreement with the Supervisory Board will submit the follow

ing proposal to allocate the unappropriated net income of

Siemens AG for the fiscal year ended September 30 2012 to

distribute dividend of 3.00 on each no-par value share enti

tled to the dividend for fiscal year 2012 existing at the date of

the Annual Shareholders Meeting with the remaining amount

to be carried forward Payment of the proposed dividend is
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C.2.5 Additional measures
contingent upon approval by Siemens shareholders at the

Annual Shareholders Meeting on January 23 2013 The prior-

year dividend was 3.00

DIVIDEND PAYOUT PERCENTAGE

Total dividend payout
100%

Net income

In addition to the financial performance measures discussed

above we use several other metrics to assess the economic

success of our business activities To determine whether par

ticular investment is likely to generate value for Siemens we

use net present value or economic value added EVATh EVATh

considers the cost of capital in calculating value creation by

comparing the expected earnings of an investment against the

cost of capital employed EVA is also an indicator for measur

ing capital efficiency in our Sectors and at SFS

We intend to provide an attractive return to shareholders We

previously set target range for our dividend payout percent

age of 30% to 50% of net income The proposed dividend of

3.00 per share for fiscal 2012 represents total payout of

2569 billion based on shares outstanding as of September

30 2012 Based on net income of 4.590 billion for fiscal 2012

the dividend payout percentage would be 56% The percentage

for fiscal 2011 was 42% based on total dividend payout of

2629 billion and net income of 6.321 billion

We intend in the years ahead to propose dividend payout

which combined with outlays for share buybacks during the

fiscal year results in sum representing 40% to 60% of net in

come which for this purpose we may adjust to exclude excep

tional non-cash effects As in the past we intend to fund the

dividend payout from free cash flow

To measure liquidity management of our operating activities

we analyze net operating working capital turns In addition

we set hurdle rates that generally must be considered before

we make acquisitions In particular acquisitions should have

the potential to be accretive to EVATh within three years after

the integration and generate 15% cash return within five

years Cash return is defined as Free cash flow divided by aver

age capital employed

C.2.6 Additional information

for financial performance measures

C.2.6.1 RETURN ON CAPITAL EMPLOYED

RocE ADJUSTED
As part of One Siemens we monitor our capital efficiency us

ing the indicator return on capital employed ROCE adjusted

continuing operations The following tables report this finan

cial indicator as defined under One Siemens

in millions of 0913012012 0613012012 03131r2012 123112011 091302011

Capital employed Fiscal 2012

Total
equity

31302 32313 32142 33947 32156

Pius
Long-torni

debt 16880 15234 14731 14566 14280

Plus Short-term debt and current maturities of long-term debt 3826 5236 799 2841 3660

Less Cash and cash equivalents 10891 8963 8424 8977 12468

Plus Pension plans and similar commitments 9926 9060 7492 6.774 7307

Lass SF5 Debt 145581 136445 i3303 13424 12075

Less Fair value hedge accounting adjustment1 1670 1638 1474 544 1470

Capital employed continuing operations and discontinued operations2 34817 37597 35962 34182 31391

Less Assets classified as held for disposal presented as discontinued operations 4694 4696 4894 4969 4667

Plus Liabilities classified as held for disposal presented as discontinued operations 2016 1925 1685 1669 1756

Capital employed continuing operations2 32138 34825 32753 30882 28479

Debt is generally reported with verse reprevenlirig approninrately rise atnourst Is

be repaid However for debt designated in hedging relationship lair veltre hedges
this amount is adiusted by thanges in market value mainly due to changes in irrierert

rates Accordingly we deduct these changet in market value in ordet to end up with

an amount of debt that approvimately will be repaid which we belirere is more mean-

ngful figure for the caiculation presented above For tardier irriounatinn on fair value

hedges see NOTE 31 IN D.5 NoTES TO CONSOLIDATED FINANCIAL STATEMENTS

Average capital employed for fiscal year isdeternrimsd as afivepoint average in

capital employed of the respective quarlels starting with rise capital employed as ol

Septembe 3D of the prAvi.ous fiscal yvac
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er millions of 01330t2011 0630t2011 03131I2011 12131T2010 0913012010

Capital_employed_Fiscal 2011

Total equity 32156 31542 31483 32057 29096

Plus Long-term debt 14280 14191 14196 15656 17497

Plus Short-term debt and current maturities of long-term debt 3660 4.971 5016 4051 2416

Less Cash and cash equivalents 1268 13006 14.973 15662 14108

Plus Pension plans and similar conirtlitments 7307 5997 5845 7234 8464

Less SFS Debt 12075 10384 10037 9925 10028

Less Fair value hedge accounting adjustmentt 1470 808 719 1037 158
Capital employed continuing operations and discontinued operations2 31391 32503 30812 32374 31819

Lass Assets classified as held for disposal presented as discontinued operations 4661 5636 5148
Plus Liabilities classified as hold for disposal presented as discontinued operations 1756 3121 2966

Capital employed continuing operations2 28.479 29987 28 630 32374 31819

Oebt is generally reported with .s sarlue representbg approximately the ama.ml to rngtxl figur crt the talculatat presented abox -or ljrther nfnmration on fair value

be repaid However for debt designated in hedging relationship fair value bedpost hedex see cove 31 Ia 0.6 MoSes to CONIOUDaTED FINANCIAL STAtEMENTS

Year ended September 30

in millions of 2012 2011

Income from continuing operations before interest after tax

Net income 4590 6321

Less/Plus Otirer intermit espenseiocome net 471 376

LesslPlus SF5 Other interest expense/income 462 371

Plus Interest cost on Pension plans and similar commitments2 333 356

Less Taxes on interest adjustments3 93 21

Income before interest after tax 4821 6590

Less/Plus Income/loss tram discontinued operations net of income taxes 595 1055

Income from continuing operations before interest after tax 5416 7645

Return_on_capital_employed_ROCE_adjusted_continuing_operations

Income from continuing operations before interest alter tax 5416 7645

II Average capital employed continuing operations 31816 30258

1111 ROCE adjusted continuing operations 17.0% 25.3%

SF5 Other interest comexparnse ii irrduded in Other interest rrttcomeiexperrsrt net

Adding track Sf5 Other interest corrrelexperrse in the numerator riorresponris to the

adjustment for SFS r.tebl itt the denominator

for fiscal 2012 and 2011 interest cost on Pension plans and snruilar commitments is

tukulared uSing the weighted average
discount rate of orE pension benetr plans

for the fiscal year ended September 30 2011 145% arId September 30.20104.2%

bolt as reported in Notes to Consolidated Financial Statements applied to Pension

ptans and similar conrrnitnrenls at reported in the Consotdated Statements ot Financial

Position at of September 30.2011 and 2010 resrectivelp

ltftecrive tax rate for the determination of taxes on interest adjustments is calculated by

rIraiding Inconte taxes tlrrouglr Income front continuing operations before income taxes

both as reported in 0.1 coNsoUDArES sswreMncts OP INCOME
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C.2.6.2 RETURN ON EQUITY ROE AFTER TAX
The following table reports the calculation of ROE after tax of

SFS as defined under One Siemens

Year ended September 30

in ndlions of 2012 2011

Calculation of Income taxes of Financial

Services SFS

Profit of SF5

Income before income IBF 479 428

LessiPlus lncomIoss from investments

accounted for using the equity method

netofSFSt 168 92

Loss Tax-free income component
and others 57 16
Tax basis 368 319

Tax rate fIatl 3Q 30%

Calculated income taxes of SF5 110 96

Profit after tax of SF

Profit of SFS 0811 479 428

Los Calculated income taxes of SF5 110 96

Protitaftertaxof SF5 368 332

ROE after tax of SF5

Profit after tax of SF5 368 332

II Average alloc ted equity of 5FS 1681 1468

1111 ROE after tax of SFS 21.9% 22.6%

Fr infotmatfon on Income loss from investments accounted for
mixing

She equity

method net of SF5 see ca euCoNciuAtloN 10 ADSUSTED EeITDA CONTiNUOuS

oPmeATIONS

Tax-free income components include forms of financing which ate generally

exempted from income manes Others comprise result components related to the

partial saletdiveslment of equity investments which are reclassified from at

equity to anailable-for-sale financial assets and are therefore not included in the

lncm loss from investments accounted far using the equity method tnt

Such results are already tuned or generally tax free 015Cm may also comprise

us adiustment for material taxable Income tons from innestmenmn actouiltemi for

nsing
she equity method net

Average allocated equity of SFS fr fiscal year ix determined as five-point enerage

in allocated equity of SF5 of the tespeclive qaaners starting with the allocafed equity

of SF5 as of September SCot the arevlous fiscuiyear

C.2.6.3 DEFINITIONS OF OTHER

FINANCIAL PERFORMANCE MEASURES

We also use other financial performance measures in addition

to the measures described above such as new orders and order

backlog for the assessment of our future revenue potential We

define and calculate new orders and order backlog as follows

Under its policy for the recognition of new orders Siemens

generally recognizes the total contract amount for new order

when we enter into contract that we consider legally effec

tive and compulsory based on number of different criteria

The contract amount is the agreed price or fee for that portion

of the contract for which the delivery of goods and/or the pro

vision of services has been irrevocably agreed Future reve

nues from service maintenance and outsourcing contracts are

recognized as new orders in the amount of the total contract

value only if there is adequate assurance that the contract will

remain in effect for its entire duration e.g due to high exit

barriers for the customer New orders are generally recog

nized immediately when the relevant contract is considered

legally effective and compulsory The only exceptions are or

ders with short overall contract terms In this case separate

reporting of new orders would provide no significant addition

al information regarding our performance For orders of this

type the recognition of new orders thus occurs when the cor

responding revenue is recognized

Order backlog represents an indicator for the future revenues

of our Company resulting from already recognized new orders

Order backlog is calculated by adding the new orders of the

current fiscal year to the balance of the order backlog as of the

end of the prior fiscal year and by subtracting the revenue rec

ognized in the current fiscal year If the amount of an order al

ready recognized in the current or the previous fiscal years is

modified or if an order from the current fiscal year is cancelled

Siemens adjusts its new orders for the current quarter and also

its order backlog accordingly but does not retroactively adjust

previously published new orders However if an order from

previous fiscal year is cancelled new orders of the current

quarter and accordingly the current fiscal year are generally

not adjusted instead the existing order backlog is revised di

rectly Aside from cancellations the order backlog is also sub

ject to portfolio effects and to currency translation effects

There is no standard system for compiling and calculating new

orders and order backlog information that applies across com

panies Accordingly Siemens new orders and order backlog

measures may not be comparable with new orders and order

backlog reported by other companies Siemens subjects its

new orders and its order backlog to internal documentation

and review requirements Siemens may change its policies for

recognizing new orders and order backlog in the future with

out previous notice
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C3 RESULTS OF OPERATIONS

C.3.1 Results of Siemens

The following discussion presents selected information for

Siemens for the fiscal year ended September 30 2012

C.3.1.1 NEW ORDERS AND REVENUE

Revenue increased steadily quarter by quarter throughout fis

cal 2012 and came in at 78.296 billion up 7% from the prior-

year period Revenue growth included increases in all Sectors

and all three reporting regions supported by Siemens strong

order backlog Slowing growth in the world economy was evi

dent in the development of new orders which decreased 10%

year-over-year primarily due to substantially lower volume

from large orders compared to the prior-year period This re

sulted in book-to-bill ratio of 0.98 for Siemens in fiscal 2012

On an organic basis exduding currency translation and port

folio effects orders decreased 13% and revenue came in 3%

above the prior year The order backlog defined as the sum of

order backlogs of our Sectors was 98 billion as of September

30 2012 up from 97 billion year earlier including positive

currency translation effects of billion

Orders related to external customers in fiscal 2012 declined

10% overall with results varying among the Sectors OTders for

Healthcare were up 5% with most of its businesses contribut

ing increases and were level in Industry Order intake declined

in Energy and Infrastructure Cities due to substantially lower

volumes from large orders compared to the prior-year period

which included number of orders for large wind-farms in

Energy and 3.7 billion order for trains in Germany won by

Infrastructure Cities Orders from emerging markets on glob

al basis as these markets are defined by the International Mon

etary Fund declined 7% less than orders overall and accounted

for 26244 billion or 34% of total orders for fiscal 2012

In the region Europe C.I.S Africa Middle East orders de

clined 17% including double-digit decreases in Infrastructure

Cities and Energy which were due to the high basis of compari

son from large orders mentioned above This high basis of corn-

parison was also the primary factor in the order decline in

Germany Orders for Industry in the region were level compared

to the prior-year period and Healthcares orders came in slightly

below the level of fiscal 2011 In the Americas order intake rose

slightly on increases in three of the four Sectors The Energy

Sector showed slight decrease due in part to lower volume

from large orders compared to the prior-year period Order intake

in the Asia Australia region showed slight decrease in fiscal

2012 Double-digit order growth in Healthcare was more than

offset by decreases in the other Sectors Order intake in India de

creased sharply compared to the prior-year period due primarily

to major contract win at Energy in the prior-year period

As previously disclosed Siemens has decided that subject to

certain limited exceptions it will not enter into new contracts

with customers in Iran and has issued group-wide policies

establishing the details of its general decision Under the origi

nal version of the policies among other exceptions which

have been previously disclosed products and services required

to maintain the installed base e.g deliveries of spare parts

maintenance and assembly services were permitted to be pro

vided However in the beginning of calendar year 2012

Siemens resolved to amend the policies to provide that no new

business with respect to products and services destined to

maintain the installed base in Irans oil gas sector may be en

tered into under any circumstances In addition even outside

the oil gas sector products and services for the installed base

in Iran may be provided only in strictly limited circumstances

which can be demonstrated to satisfy humanitarian purposes

or private purposes serving the common good e.g water sup

ply and healthcare of the civilian population In the fourth

quarter of fiscal 2012 Siemens revised its credit risk assess

ment for Iran In accordance with project accounting princi

ples Siemens therefore revised project calculations for the af

fected projects that were still permitted to be provided under

these policies The change in credit risk assessment resulted in

an earnings impact of 347 million We expect further profit

impacts related to Iran in fiscal 2013 For additional informa

tion see C.9.3 RISKS

NEW ORDERS LoCATIoN OF CUSTOMER

Year ended
Septembe.r 30 Chanqe vs previous year thvvir

in millions 2012 2011 Actual Adjusted Currency Pot 0lio

Europe C.LS.2 Africa Midthe East 39655 46711 17% 19% 1% 1%

therein Germany 9894 17353 431% 431% 0% 0%

Americas 22271 22077 14t S% 5% 1%

therein US 15403 15732 2% 91% 6% 1%

Asia Austrelia 15987 16378 2% 7% 4% 0%

therein Chine 6037 6241 31% l1% 8% 0%

therein india 1689 330 49% 451% 41% 0%

Siemens 76913 85166 1O% 13% 2% 1%

ExcLsdia uerency translation and portfolio effects Conrnonmeaftb of Independent States
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REVENUE LoCATIoN OF CUSTOMER

Year eflded September 30 Change vt previous year lerein

hr milbons of 2012 2011 Actu.il Adjsurd Currency Portfolio

Europe Af re-a Middle East 39 909 38 448 4% 2rla 1% 0%

therernGerriony 11072 10810 2% 2% 0%

Americas 22864 20470 12% 5% 6%

ti erin US 16 670 14 368 16% 7% 8% 1%

Aai Aus ha 15 523 14 357 3% 5% 0%

the ori China 348 389 1% 7% 7% ji%

wrens Indns 2311 353 2% 4% 5% 0%

Siemens 78 296 73 275 7% 3% 3% 0%

Exdac.Png cuuescy
trarladon and portfofo effects Comjioirwvaith ot indepencent States

Revenue related to external customers rose 7% compared to On geographic basis revenue increased in all three reporting

fiscal 2011 including increases in all Sectors Strong conver- regions led by double-digit growth in the Americas In the Eu
sion from the Sectors order backlogs played major role in rope C.I.S Africa Middle East region revenue increased 4%

broad-based revenue growth Energy revenue increased 12% in year-over-year including increases in all Sectors In the Amen-

fiscal 2012 and Healthcare revenue increased 9% Revenue in cas higher revenue included double-digit increases in Energy

Industry and Infrastructure Cities showed moderate growth Industry and Infrastructure Cities due to revenue growth of

compared to the prior-year period On global basis emerging 16% in the U.S In the Asia Australia region revenue rose 8%

markets grew 7% and accounted for 25652 billion or 33% of on substantial increases in Energy and Healthcare which were

total revenue in fiscal 2012 partly offset by decreases in Infrastructure Cities and Industry

NEW ORDERS AND REVENUE BY QUARTER IN MILLIONS OF

New orders Revenue took4o-biIl ratio

Q4 12 21495 Q4 12 21703 0.99

QI 12 17769 0312 19502 0.91

0212 17857 Q2 12 19235 0.93

Q1 12 19792 Qi 12 17856 1.11

Q4 11 21059 Q4 11 20285 1.04

Q3 11 22879 Q3 17782 1.29

Q2 11 20582 Q2 Il 17.633 137

Qill 20647 Q111 1775 1.1l
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C.3.1.2 CONSOLIDATED STATEMENTS OF INCOME

Year enied September 30 Change

tin millions ot 2012 2011

Gross profit 22 22229 0%

as percentage of revenue 22 3%

Research and development

expenses 3899 9%

as percentage of revenue 5.3%

Marketing selling and general

administrative expenses 11 10239 9%

as percentage of revenue 24 14.0%

Other operating income 547 6%
Other operating expense 374 26%

Income loss from invest

ments accounted for using

the equity method net 266 210 ida

Interest income 2234 2200 2%

Interest expense 1728 1.716 1%

Otlier iinancial income

expense net 649 ole

Irrcome from continuing

operations before income

taxes 7279 9608 24%

Income taxes 2094 2.232 6%
ax percentage of income

from continuing operations

before income taxes 29% 23%

Income from continuing

operations 5184 7376 30%

Loss from discontinued

operations net of income

taxes 595 tOSS 44%
Net income 4590 6321 27%

Net income attributable to

non-controlling interestS 132 176

Net income attributable to

shareholders of Siemens AG 4458 6145 27%

In fiscal 2012 we achieved Income from continuing opera

tions of 5.184 billion While this was one of our highest re

sults ever it was substantially lower than in the prior year The

primary factors in the decline were cost of goods sold research

and development expenses marketing selling and general ad

ministrative expenses and income loss from investments ac

counted for using the equity method net In addition the pri

or year included substantially higher financial income associ

ated with major divestment Each of these factors is described

in more detail below Other line items in the Consolidated

Statements of Income are discussed in NOTES teo IN

0.6 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

While revenue for fiscal 2012 rose 7% year-over-year as dis

cussed earlier gross profit was nearly unchanged from the pri

or-year level and declined as percent of revenue Industry

Energy and Infrastructure Cities all dealt with less favorable

revenue mix year-over-year which reduced their gross profit

margins Gross profit in Energy included 570 million in proj

ect charges related to offshore grid-connection projects The

majority of Healthcares charges for its Agenda 2013 initiative

also impacted gross profit In fiscal 2011 Healthcares 381 mil

lion in charges in the third quarter related to particle therapy

were included in gross profit

Furthermore all Sectors increased their spending for market

ing selling and administrative expenses and research and de

velopment expenses in anticipation of an improving global

economic environment in the second half of the fiscal year In

fact global economic growth slowed instead of picking up in

the second half leaving the Sectors with cost positions that

adversely affected income For more details on our research

and development activities including split
of research and

development expenses for the Sectors see C.8.2 RESEARCH

AND DEVELOPMENT

Income loss from investments accounted for using the equity

method net swung from positive 210 million in fiscal 2011

to negative 266 million in fiscal 2012 The primary factor

was Nokia Siemens Networks B.V NSN which took substan

tial restructuring charges in connection with repositioning its

business This in turn led to an equity investment loss of 741
million associated with NSN compared to loss of 280 mil

lion in the prior year For additional information see NOTE

IN 0.6 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Income from continuing operations in fiscal 2011 benefited

from gain of 1.520 billion on the sale of Energys interest in

Areva NP S.A.S Areva NP partly offset by the negative im

pact of 682 million related to an adverse arbitration decision

associated with our decision to exit our nuclear power joint

venture with Areva SA Areva The net effect of these factors

is included in Other financial income expense net For addi

tional information see NOTE IN 0.6 NOTES TO CONSOLIDATED

FINANCIAL STATEMENTS

In the current period Income from continuing operations

included 148 million in gains related to changes in other

post-employment benefits OPEB in the U.S more than off

set by profit impacts of 347 million primarily in the Energy

Sector related to change in credit risk assessment for Iran

These gains and impacts were distributed among various

line items
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As result of these developments Income from continuing

operations before income taxes declined 24% Income taxes

declined 6% year-over-year The effective tax rate was 29% For

comparison the effective tax rate of 23% year earlier benefit

ed from the mainly tax-free Areva disposal gain

Loss from discontinued operations net of income taxes in

fiscal 2012 was 595 million compared to t055 billion in fis

cal 2011 Loss from discontinued operations net of income tax

es was comprised of the following

Veer ended Septnsber3O %Chanre

.n millions of 2012 2011

Siemens FT Solutions

and Services 41 826 n/a

OSRAM 121 309 nla

Sic mona soar business 241 365 34%

Other former activities 274 172 59%

Results related to Siemens IT Solutions and Services which

was sold to Atos S.A AtoS in the fourth quarter of fiscal 2011

differed substantially year-over-year In fiscal 2012 income

was positive 41 million compared to loss of 826 million

in fiscal 2011 which included significant expenses related to

the disposal

Results for OSRAM in fiscal 2012 included non-cash effect of

negative 443 million pretax This effect arises from the fact

C.3.2 Segment information analysis

C.3.2.1 ENERGY

that Siemens no longer considered it highly probable to com

plete its original plan to dispose of OSRAM via an initial public

offering IPO in the third quarter of fiscal 2012 and therefore

had to recognize accumulated depreciation amortization im

pairments and equity pick-ups related to OSRAM which under

IFRS were not recognized beginning with the announcement

of the IPO plan in March 2011 The Company intends to dispose

of OSRAM via spin-off to Siemens shareholders which is sub

ject to approval by the Annual Shareholders Meeting on Janu

ary 23 2013 While revenue rose 7% year-over-year benefiting

from currency translation and portfolio effects ongoing mar

ket challenges held back profit development

In addition discontinued operations include Siemens solar

business which posted losses of 241 million and 365 million

in fiscal 2012 and 2011 respectively Both years included pre

tax impairment charges 150 million in fiscal 2012 and 231

million in fiscal 2011

Discontinued operations also include certain remaining items

related to former activities that were disposed of in prior years

Fiscal 2012 included pretax expenses of 143 mfflion related to

settlement with the Greek State and negative tax effects of

115 million both related to former Corn activities For addi

tional information see NOTE IN 0.6 NOTES TO CONSOLIDATED

FINANCIAL STATEMENTS

Net income for Siemens in fiscal 2012 declined to 4.590 bil

lion from 6.321 billion year earlier Net income attributable

to shareholders of Siemens AG was 4.458 billion down from

6.145 billion in the same period year earlier

SECTOR

lssar ended September 30 Change the sin

in millions of 2012 2011 Actual Adjusted Currency For folio

Profit 2159 4230 49%
Profit margin 7.8% 17.2%

New orders 26881 31407 14% 18% 2% 2%

Tbtal revenue 27537 24645 12% 7% 3% 1%

Externa/ revenue 27302 24390 12%

therein

Europe C.L5.1 Africa Middle Eo1 14077 1344 5%

therein Germany 1927 1668 16%

Americas 8231 7075 15%

Asia Australia 5093 3869 32%

Exclud currency translation and portfolio eltects Commonwealth of Independent states
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Energy reported profit of 2.159 billion in fiscal 2012 sharp

decrease compared to fiscal 2011 Sector profit was held back

by project charges related to offshore grid connection projects

totaling 570 million In the fourth quarter of fiscal 2012

Siemens revised its credit risk assessment for Iran In accor

dance with project accounting principles we therefore revised

project calculations for the affected contracts The change in

credit risk assessment resulted in earnings impacts totaling

327 million mainly at Oil Gas Energy also recorded burdens

of 152 million associated with the Olkiluoto project in Fin

land In addition Energys business expansion strategy result

ed in higher marketing selling and general administrative ex

penses as well as higher research and development expenses

and profit development was also held back by less favorable

revenue mix For comparison profit of 4.230 billion in fiscal

2011 benefited from the Areva NP gain of 1.520 billion men
tioned earlier only partly offset by the 682 million profit im

pact related to the arbitration decision discussed earlier and

the Sectors 60 million share of special employee remunera

tion costs The Sector expects further profit impacts related to

Iran in fiscal 2013

NEW ORDERS BY BUSINESSES

Revenue rose on conversion from the Sectors strong order

backlog in all three reporting regions including substantial

increase in Asia Australia Orders came in 14% lower compared

to the prior year when the Sector recorded substantially larg

er volume from major orders This comparison effect was par

ticularly notable in Europe C.I.S Africa Middle East Energys

book-to-bill ratio for fiscal 2012 was 0.98 and its order backlog

was 55 billion at the end of the period

Fossil Power Generation generated profit of 1933 billion

on strong profit contributions from the service and products

businesses while results from the solutions business were

significantly lower due to less favorable project mix com

pared to year earlier Profit benefited from 87 million gain

from the sale of the 25% interest in OAO Power Machines In

addition the Division recorded higher expenses for market

ing and selling year-over-year For comparison profit year

earlier included the 1.520 billion Areva NP gain and more

favorable project mix in the component business partly of

set by the 682 million Areva arbitration impact Profit in both

years was burdened by charges related to the Olkiluoto proj

REVENUE BY BUSINESSES

ActuI

9%

37%

8%

4%

ii Change

Adusted

5%

29%

3%

2%

Currency

3%

8%

2%

2%

therern

PoriIi

2%

0%

3%

0%

Excluding rrenry Ic aslation and tmrrlolio rrffectx

PROFIT AND PROFIT MARGIN BY BUSINESSES
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Year ended September 30 Change therein

in millions of 2012 2011 Actual Adjusted Currency Poritolio

Fossil Power Generation 11116 12487 1fl% 17% 2% 4%

Wind Power 4932 6461 24% 26% 2% 0%

OilGas 5307 5551 4% 10% 2% 3%

Power Transmission 5824 7271 20% 21% 1% 0%

Excluding currency larrsration and portfolio effects

in millions of

Fossil Power Generation

Wind Power

Oil Gas

Year ended September 30

2012 2011

Power Transmission

11161

5066

10203

5115

3686

6593

4719

6334

Fossil Power Generation

Wind Power

018 Gas

Power Transmission

Year ended September 30

20t1in millions 2012

1933 2837

304 357

218 467

302 566

Profit

Sir Change

32%

Profit margin

Year ended Septemwr 30

2012 2011

15%

17.3% 27.8%

6.0%I

53% 4.3%

nia

9.7%

46%

9.9%

8.9%
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ect in Finland amounting to 152 million in the current year

and 87 million year ago Revenue rose 9% year-over-year

with substantial growth in Asia Australia and significant

growth in the Americas more than offsetting moderate de

cline in Europe C.1.S Africa Middle East Due to lower vol

ume from major orders fiscal 2012 orders came in 11% lower

than year earlier including substantial decline in Europe

C.LS Africa Middle East

Profit at Wind Power was lower year-over-year Positive contri

butions from substantially higher revenue were offset by high

er expenses for research and development marketing and sell

ing associated with expansion less favorable revenue mix

and increased pricing pressure In addition earnings came in

lower due to 32 million provision related to wind turbine

component from an external supplier and charge of 20 mil

lion related to capacity adjustment Revenue rose 37% year

over-year due to conversion of large orders into current busi

ness mainly in Europe C.I.S Africa Middle East and to less

er degree in the Americas and Asia Australia Revenue growth

was supported clearly by positive currency translation effects

New orders were down 24% due primarily to lower volume

from large offshore orders in Germany New order intake in the

U.S was down compared to fiscal 2011 With the expected

near-term expiration of tax incentives in the U.S orders in

that country nearly ceased towards the end of fiscal 2012 Giv

en market developments in the U.S Wind Power announced

plans to reduce its production capacity Challenging market

conditions at Wind Power including pricing pressure are ex

pected to continue in coming quarters

Profit at Oil Gas dedined sharply year-over-year from the

prior year due primarily to 275 million in earnings impacts

C.3.2.2 HEALTHCARE

stemming from the change in credit risk assessment for Iran

mentioned above In other respects OilGas performed well

including higher earnings contribution from its services

business as well as from its turbines business Revenue in

creased clearly due primarily to growth in Asia Australia Or

ders decreased substantially in Asia Australia taking orders

lower for the Division overall

Power Transmission reported loss of 302 million for fiscal

2012 compared to profit of 566 million for fiscal 2011 The

major factor was 570 million in project charges related pri

marily to technically complex grid connections to offshore

wind-farms in Germany These charges were due to project

delays resulting from complex regulatory environment and

the projects complex marine environment which required

revised estimates of resources and personnel In addition

profit was impacted by charges totaling 66 million to address

structural issues in the transformers business Earnings were

also held back by less favorable revenue mix due in part to

low-margin orders booked during prior periods with signifi

cant pricing pressure These factors were only partly offset by

the release of provision of 64 million related to successful

project completion For comparison prior-year period profit

included charges of 57 million including for staff reduction

measures associated with optimizing the Divisions global

manufacturing footprint Order intake decreased 20% com

pared to the prior year which included higher volume from

large orders and sharp drop in orders in the solutions busi

ness due in part to more selective order intake All three

reporting regions saw lower orders The Division expects con

tinuing challenges including the technically complex grid-

connection projects mentioned above and structural issues in

certain businesses

SECTOR

Y4ar ended Septenibsr 30 Chnup thereri

in mihens oft 22 2011 ActusI djusted Currency Portfolio

Profit 1815 1334 36%

Profit rnar9in 13.3% 107%

New orders 13806 13116 5% 0% 4% 0%

Total revenue 13642 12517 9% 4% 4% 0%

External revenue 13600 12463 9%

therein

Europe Cl.S Africa Middle Eott 4593 4489 2%

therein Germany 1056 992 6%

Americas 5692 5233 9%

Ayio Auglrolio 3315 2741 21%

Excludng currency Sr Sniunon and ortlolio effects Corn onwesith of ndependent States
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The healthcare market environment reflected continuing pres

sure on public health budgets in developed countries while

healthcare spending increased in emerging market countries

particularly including China In fiscal 2012 the Healthcare

Sector launched Agenda 2013 which is global initiative tar

geting innovation regional presence competitiveness and

human resource development The initiative encompasses

realignment of the radiation therapy business that includes

rightsizing measures and program to improve the cost posi

tion at Diagnostics

The Healthcare Sector delivered 1.815 billion in profit in

fiscal 2012 led by continued strong earnings performance

from its imaging and therapy systems businesses Results for

the year were influenced by Agenda 2013 including 184

million in charges The Sector expects additional charges in

coming quarters Profit development also included higher

expenses for research and development as well as higher

marketing selling and general administrative expenses due

in part for investments in product development and expand

ed sales activities in emerging markets These effects were

partly offset by the Sectors 49 million portion of the OPEB

gain in the U.S mentioned earlier and net gain of 34 mil

lion from the successful pursuit of patent infringement

claim For comparison Healthcare profit in fiscal 2011 was

held back by negative impacts related to particle therapy

projects primarily including 381 million in the third quarter

when the Sector shifted the focus of certain projects primar

ily to research Within this impact was negative effect of

approximately 100 million related to reducing revenue from

prior periods In addition the Sector took 32 million in

charges stemming from increased cost estimates for com

pleting particle therapy contracts in the first quarter Fiscal

C.3.2.3 INDUSTRY

2011 profit was held back also by the Sectors 43 million

share of the special employee remuneration allocation men
tioned earlier and loss of 32 million on the sale of health-

care IT business in France

Profit at Diagnostics came in at 314 million compared to 300
million year earlier driven primarily by higher revenue In

connection with the Agenda 2013 initiative Diagnostics took

80 million in charges in fiscal 2012 related to improving its

cost position For comparison profit at Diagnostics in fiscal

2011 was impacted by an increase in valuation allowances for

receivables triggered by debt rating downgrade related to

Greece Purchase price allocation PPA effects related to past

acquisitions at Diagnostics were 173 million in fiscal 2012

year earlier Diagnostics recorded 169 million in PPA effects

Revenue for Healthcare in fiscal 2012 increased 9% compared

to the prior-year period including growth on broad basis

among its businesses Revenue year earlier included the neg
ative revenue effect of approximately 100 million related to

particle therapy projects mentioned above Orders came in 5%

higher with most businesses contributing increases On

geographic basis Asia Australia and the Americas drove reve

nue and order growth due to increases in China and the U.S

The book-to-bill ratio was 1.01 and Healthcares order backlog

was billion at the end of fiscal 2012

The Sectors Diagnostics business contributed to overall

growth Revenue and orders were up 8% both reaching 3.969

billion from 3.667 billion and 3.678 biffion respectively in

the prior-year period Diagnostics showed the same develop

ment as the Sector with regard to the regions On an organic

basis both revenue and orders rose 4%

SECTOR

Yecrencied Se ternber3O %Charrge therein

in miltons of 2012 2011 Acluol Adjusted Currency Portfolio

Profit 2467 2752 10%

Profi.t marqiri 12.0% 14.0%

New orders 19985 20184 1% 3% 2% 0%

Total revenue 20508 19590 5% 2% 3% 0%

External revenue 18872 18124 4%

therein

Europe CJ.S Africa Middle East 9789 9376 4%

therein Germany 4487 4293 5%

Americas 4280 3801 13%

Asio Austroll 4802 4947 3%

Etcludin5 currency translation and portfolio effects Comrrsonwealth Independent Stares
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In fiscal 2012 profit at Industry declined 10% year-over year as

market conditions for the Sector became less favorable in the

second half of the period This was particularly evident in

China and to lesser extent in Germany two of the Sectors

most important national markets Profit development in fiscal

2012 was also held back by less favorable business mix as

well as higher marketing selling general and administrative

expenses associated with innovation and growth opportuni

ties Furthermore profit at Industry was impacted by market

challenges for its renewable energy offerings The Sector took

28 million in charges related to severance programs for ad

justing capacity and adapting its portfolio primarily related to

those offerings These factors were only partially offset by In

dustrys 30 million portion of the OPEB gain mentioned earli

er For comparison profit in fiscal 2011 was burdened by Indus

trys 75 million share of special remuneration allocation

Revenue in fiscal 2012 for Industry rose moderately year-over-

year on broad-based increases across its businesses Industrys

orders declined slightly compared to the prior fiscal year as

higher orders at IndustryAutomation were more than offset by

decrease at Drive Technologies and the metal technologies

business On regional basis revenue was up in the Americas

and Europe C.I.S Africa Middle East more than offsetting

decline in Asia Australia The decline in orders was due pri

marily to lower demand from Asia Australia Revenue and or

der development in fiscal 2012 benefited from positive curren

cy translation effects On book-to-bill ratio of 0.97 Industrys

order backlog was 11 billion at the end of fiscal 2012 un

changed from year earlier

Profit at Industry Automation declined 5% year-over year The

decline compared to the prior fiscal year was due mainly to

less favorable business mix higher marketing and selling

general and administrative expenses and lower earnings from

the Divisions offerings for renewable energy On growth in all

three reporting regions revenue for the Division was up 7%

and orders increased 6% year-over-year Both fiscal years under

review included PPA effects from the acquisition of UGS Corp

acquired in fiscal 2007 PPA effects were 149 million in fiscal

2012 and 137 million year earlier

Profit at Drive Technologies in fiscal 2012 came in at 970 mil

lion down significantly from year earlier also due mainly to

less favorable business mix lower earnings from its offerings

for renewable energy and higher research and development as

well as marketing selling and general administrative costs

compared to fiscal 2011 The Divisions portion of the severance

charges mentioned for the Sector was 20 million While reve

nue for Drive Technologies grew moderately compared to fiscal

2011 orders declined clearly year-over year On regional basis

revenue growth was driven by the Americas and supported by

moderate growth in Europe C.I.S Africa Middle East The de

cline in orders was due to weak demand from Asia Australia

NEW ORDERS BY BUSINESSES

Year enried tupterisber 30 Change therein

rnilhons of 2012 2011 Acosal Adjusted Curterrcy Pr1tolio

Industry Automation 547 983 6% 4% 3% 0%

Orit.e Techrologies 395 995 6% 8% 2% 0%

Eectucflng currency tree ution end pertinoeffects

REVENUE BY BUSINESSES

in millions of

Year ended September 30

2012 2011

Industry Automation 9563 8974

Drive Technologies 96401 9179

Acrirel

7%

Change

Adjusted

3%

3%

Qmrrerrcs

3%

2%

therein

Frttolio

0%

0%5%

Excludrcj unency eranla.irmn and porifolo effects

PROFIT AND PROFIT MARGIN BY BUSINESSES

frr millions

Profit Profit margin

Yesr ended September 30 Year ended September 30

2012 2011 %Chaage 2012 2011

lnduttry Automation 1335 1411 5% 14.0% 15.7%

Drive Technologies 9701 1158 16% 10.1% 12.6%
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C.3.2.4 INFRASTRUCTURE CITIES

SECTOR

ear encal Sptember 30 Change therein

so toilisons of 202 201 Actual Ajtstd nc cy Porolr

Profit 1102 1126 2%
Profit margin 6.3% 66%

New cRiers 17150 21348 20% l22 2% 0%

Total revenue 17585 16976 4% 13 3% 0%

External revenue 16731 16166 3%

therein

Europe C1SZ Africa Middle East 10121 9590 6%

therein Germany 2880 2038

AmerlcOS 4344 38R2 12%

Asio Ausrolkt 2267 2694 l6r

Excluding currency translation and portfolio effects Cormonwta5th of lndepecrclert States

Profit at Infrastructure Cities came in at 1102 billion down Revenue grew moderately year-over-year as higher revenue in

slightly year-over-year While the Power Grid Solutions Prod- the regions America and Europe C.LS Africa Middle East

ucts business and the Building Technologies Division both im- more than offset decline in Asia Australia Revenue growth

proved profit year-over-year profit at Transportation Logistics was driven by Power Grid Solutions Products and Building

declined substantially due mainly to 86 million in charges at Technologies Revenue at Transportation Logistics declined

rolling stock project in Germany Profit development for the slightly year-over-year Orders for the Sector decreased 20%

Sector was also held back by 42 million in charges related to compared to the prior year which induded sharply higher

severance programs These negative effects were partly offset volume from major orders at Transportation Logistics This

by positive 50 million contribution from the Sectors inter- included Siemens largest-ever train order in Germany worth

est in AtoS and the Sectors 30 million portion of the OPEB 3.7 billion and major order for high-speed trains in the U.K

gain mentioned earlier For comparison profit in fiscal 2011 As result fiscal 2012 orders came in substantially lower in

was burdened by the Sectors 63 million share of special Europe C.LS Africa Middle East Order intake was also clearly

employee remuneration allocation lower in Asia Australia only partly offset by slight increase

in the Americas On book-to-bill ratio of 0.98 Infrastruc

ture Cities order backlog was 24 billion at the end of fiscal

2012 unchanged from year earlier

NEW ORDERS BY BUSINESSES

Year ended September 30 Change therein

in millionS of 2012 2011 Actual Adjusted Currency Portfolio

TransportationLoqistics 5382 10052 46% 48% 1% 0%

PowerGridSolutionsProducts 6275 5.905 6% 4% 2% 0%

Building Technologies 5809 5597 4% 0% 3% 0%

Entluding currency translation and porttoll effects

REVENUE BY BUSINESSES

in millions of

Transportation LoqiCtict

Power Grid Solutions Products

Building Technologies

Year ended September 30

2012 2011

6041

5657

5468

5.969

6068

5820

Actual

1%
7%

6%

%Change

Adjusted

4%
5%

3%

Currency

2%

2%

3%

thereu

Pcrrstrolicr

0%

0%

0%

Eactadin9 currency
translation and norifolio effects
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PROFIT AND PROFIT MARGIN BY BUSINESSES

Profit Prof it margin

Year rrnded Seperrhvr 30 Year ended September 30

in rndhons of 2012 2011 Change 2012 2011

TransportationLogiStks 236 36S 35% 40% 6.0%

Power Grid SoudonsProducts 457 413 11% 7.5% 73%

Buiidirlg Technologies 379 364 4% 6.5% 7%

Profit at the Transportation Logistics business declined 35%

year-over-year This dedine was due mainly to the above-men

tioned 86 million in charges related to delays in
fulfilling

rolling stock order in Germany In addition the revenue mix in

fiscal 2012 was less favorable due to lower margins associated

with large long-term contracts from prior periods which

Transportation Logistics began to convert into current busi

ness in fiscal 2012 Revenue came in slightly lower year-over-

year as higher revenue in the Europe C.I.S Africa Middle

East region was more than offset by lower revenue in Asia

Australia and the Americas Order intake decreased 46% year

over-year due to the sharply higher volume from large orders

year earlier This comparison effect was particularly evident in

the Europe C.I.S AfricaMiddle East region where Transpor

tationLogistics won the above-mentioned large orders in fis

cal 2011 for trains in Germany and the U.K

The profit improvement at Power Grid Solutions Products

was driven by the business low and medium voltage activities

Profit from smart grid activities was held back by higher re

search and development marketing selling and general ad

ministrative expenses for growth initiatives Revenue and or

ders increased clearly year-over-year particularly including

double-digit growth in the Americas

Profit at Building Technologies increased moderately year-

over-year Profit development in fiscal 2012 was held back by

higher research and development marketing selling and gen
eral administrative expenses associated with growth initia

tives Growth in revenue and orders was driven by demand for

the Divisions energy efficiency solutions On regional basis

revenue and orders were up in all three reporting regions

C3.2.5 EQUITY INVESTMENTS

In fiscal 2012 Equity Investments recorded loss of 549 mil

lion compared to loss of 26 million in fiscal 2011 The differ

ence year-over-year is due mainly to sharply higher equity in

vestment loss related to our share in NSN which increased to

741 million in fiscal 2012 compared to loss of 280 million

year earlier NSN reported to Siemens that it took restructuring

charges and associated items totaling 1.059 billion in fiscal

2012 up from 151 million in the prior fiscal year In fiscal 2012

NSN started implementing its previously announced global re

structuring program aimed at maintaining its long-term com

petitiveness and improving profitability Equity investment loss

related to our share in EN declined to 23 million in fiscal 2012

compared to 46 million year earlier Losses in both fiscal

years were partly offset by income from equity investments

related to our share in BSH Furthermore results from Equity

Investments in fiscal 2011 benefited from 90 million gain on

the sale of our share in KMW Results at Equity Investments are

expected to remain volatile in coming quarters

C.3.2.6 FINANCIAL SERVICES SF5

Veer ended September 30 Charje

in millions of 2012 2011

Income befort income taxes 479 428 12%

Total assets 17405 14602 19%

In fiscal 2012 SFS recorded higher profit defined as income

before income taxes year-over-year While both interest result

and operating expenses associated with SFS growth strategy

increased year-over-year the current period was primarily af

fected by 78 million gain on the sale of stake in Bangalore

International Airport Limited public-private partnership re

ducing SFS equity participation from 40% to 26% This gain was
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partly offset by higher credit hits The growth strategy at SFS

has led to significant build-up in total assets from 14 602 bil

lion at the end of fiscal 2011 to 17.405 billion at the end of

fiscal 2012 including positive currency translation effects

The following table provides further information on the capital

structure of SFS as of September 30 2012 and 2011

Year erde September 30

in millions at 2012 2011

Atocated equty 1790 1593

TOLI debt 14558 12075

therein introgroup financing 14510 12 066

therein debt from external sources 47

Debt to equity ratio 8.13 7.58

Cash and cash equivaicats 116 1/8

Both Moodys and Standard Poors view SFS as captive

finance company These rating agencies generally recognize

and accept higher levels of debt attributable to captive finance

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

finance as well as project and structured finance assets pri

marily loans and leases and equity investments This alloca

tion is designed to cover the risks of the underlying business

and is in line with common risk management standards The

actual risk of the SFS portfolio is evaluated and controlled on

regular basis The allocated equity is calculated quarterly

C.3.2.7 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 the Companys management

has determined that such items are not indicative of the Sectors

and SFS respective performance

Centrally managed portfolio activities

Centrally managed portfolio activities reported loss of 29

million in fiscal 2012 compared to loss of 40 million in fiscal

2011

Siemens Real Estate

income before income taxes at SRE was 115 million in fiscal

2012 compared to 150 million in fiscal 2011 This decrease is

due in part to lower income related to the disposal of real es

tate SRE expects to continue with real estate disposals de

pending on market conditions

Corporate items and pensions

Corporate items and pensions totaled negative 302 million

in fiscal 2012 compared to negative 257 million year earlier

The difference was due mainly to centrally carried pension ex

pense which totaled negative 47 million in fiscal 2012 com

pared to positive 75 million in the prior year The change is

due primarily to negative effect resulting from lower ex

pected return on plan assets and higher interest costs

Corporate items were negative 255 million in fiscal 2012

compared to negative 331 million in fiscal 2011 The amount

for fiscal 2012 benefited from positive effects related to legal

and regulatory matters compared to net expenses induding

provision of regional risks of 99 million related to such mat

ters in the prior year In addition fiscal 2012 includes an

amount of 103 million related to reimbursements to AtoS

compared to 53 million in the prior year It also includes net

gain of 19 million related to major asset retirement obliga

tion compared to net loss of 28 million in fiscal 2011 The

prior year benefited from managements allocation of 267

million of personnel-related costs related to special employee

remuneration which had been accrued in Corporate items in

fiscal 2010 Within this amount 240 million was allocated to

the Sectors

Eliminations Corporate Treasury

and other reconciling items

In fiscal 2012 income before income taxes from Eliminations

Corporate Treasury and other reconciling items was positive

23 million compared to negative 90 million year earlier

The main factor of the improvement was Corporate Treasury

activities due mainly to positive changes in the fair market

value of interest rate derivatives not qualifying for hedge

accounting used for interest rate management partly offset

by negative currency effects relating to corporate financing

activities
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C.3.3 Reconciliation to adjusted EBITDA 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 opera

tions We report adjusted EBIT and adjusted EBITDA as per

formance measure The closest comparable GAAP figure under

IFRS is Net income as reported in our Consolidated Statements

of Income For further information regarding adjusted EBIT

and adjusted EBITDA please see c.u NOTES ANO FORwAR0-

LOOKING STATEMENTS

FOR THE FISCAL YEARS ENDED SEPTEMBER30 2012 AND 2011

Profit Income loss Iron nvestments

accouataird for
using

the
nqurty

method nefa

firs
trillions of 2012 2011 2012 2011

Sectors

Energy Sector 2159 4230 87 75

thereirc fossi Power Generation 1933 2837 41 33

Wind Power 304 357

Oil Gan 218 467

Power Transmission 302 566 25 35

Healthcare Sector 1.815 1334

therein Diagnostics 314 300

Industry Sector 2467 2752 12 19

tereiru lndustryAutomation 1335 1411

DriveTechnoloqies 970 1158 10

lnfrastructureCities Sector 1102 1125 25 18

therein Triansportation Logistics 236 365 15 11

Power Grid SolutiortsProclucts 457 413

Building Technologies 379 364

Total Sectors 7543 9442 133 121

Equity Investments 549 26 568 44
Financial Services SF5 479 428 168 92

Reconciliation to Consolidated Financial Statements

CentriIy manaqed porlflio activities 29 40 12

Siemens Real Estate SRE 115 150

Corporate items and pensions 302 257
Eliminations Corporate Treasury and other reconciling items 23 90 29

Siemens 7279 9608 266 210

Profit of the Sectors as well as of-Equity Investments and Centrally managed portfolio

activities
is eatrrin9s before finandrig interest certain pension costs and income taxes

Certain other items not considered performance indicative fry Management may be

excluded Profit of SF6 and 655 is Income before income taxes Prof it of Siemens is

Ircorne fom continning operations before income taxes For reconciliation of Income

from corrtinuing operations before income Caries to Net income see 0.5 CoNsOUDArED

SOAThMSNrt DC INCOME

Includes impairments and reversals of impairments of investments accounted for awlS

the equity method

Includes impairment of non-current available4or-sale financial ammo For Sierrers

Financial itrcorne expense net comprises Interest income Interest expense and Other

financial income fexoense net as reported in rhe Consolidated Staremerrls of Incorrie
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financial income Adustncl BIT Anrortioution 0epwcution end Adjuxte.d EBIIDA Adjurted E8ITDA
marpin

expense ant
imprrirmensof property

piat nd equipment

ad yodwill

2012 2011 2012 011 2012 2011 2012 2011 2012 2011 2012 2011

39 827 2033 3327 97 60 426 343 2557 3730 9.3% 15.3%

67 823 1825 1981 21 15 342 125 1988 2121

jS 303 364 27 100 63 430 435

222 470 38 26 71 63 330 560

20 10 308 520 11 10 109 87 187 617

1804 1322 377 320 349 324 2530 1967 18.5% 15.7%

305 295 232 188 226 219 763 702

15 2469 2735 268 249 323 309 3060 3292 14.9% i8%
1340 1403 209 193 137 129 1687 1725

966 1152 48 45 172 163 1137 1360

28 1048 1136 112 115 165 163 1324 1414 73% 8.3%

16 236 361 13 15 46 44 296 421

452 409 39 41 71 71 562 521

381 365 60 58 47 48 488 471

55 800 7355 8521 854 744 1262 1139 9471 10404

13 12 12

385 299 73 37 264 256 197 303

36 52 31 44

112 82 227 232 325 271 553 504

29 94 331 350 16 12 51 47 264 290
137 10 109 29 41 50 151 179

501 1133 7043 8264 882 770 3862 1667 9788 10701

Adjusted 811 is Income from continuing operations befcrre income taxes less Financial Depreciation at-rd trrneoirrrrenrs property plant and equipment rret of recorsals

irscotnie eupensel net attn Income bed front investrneatsaccounred for usirrgthe equity Includes inrpairnrrnnts of goodwill of million in tlrecurrerrt period and -- million

method net irs tire prior-year period nespectisely

Anrortication and impairments net of reset-ntis of intangible amete otiser than goodwili
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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 ecp.iivalents 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 that

is aimed towards balanced financing portfolio diversified

maturity profile and comfortable liquidity cushion On Sep

tember 302012 Siemens held 10.891 billion in cash and cash

equivalents mainly in euro which were predominantly man
aged 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 availabil

ity of funds and the cost of such funding very closely to evalu

ate possible strategies regarding its financial 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

NOTE 30 tN D.6 NOTES TO CONSOLtDATED FINANCIAL STATEMENTS

C.4.1.2 CASH MANAGEMENT
Cash management comprises the management of bank part

ner 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 transparency

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 manage

ment approach to the extent legally and economically feasi

ble 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.41.3 FINANCIAL RISK MANAGEMENT

Investments of cash and cash equivalents are subject to credit

requirements and counterpalty 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 detailed

information about financial risk management at Siemens see

NOTE 32 IN 0.6 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 over

all commitment to sound financial management which in

cludes continuous analysis of the structure of its pension

liabilities For more detailed information about Siemens pen
sion plan funding see C.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
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key factor in maintaining strong financial profile is our

credit rating which is affected by among other factors our

capital structure profitability ability to generate cash flow

geographic and product diversification as well as our competi

tive market position Our current corporate credit ratings from

Moodys Investors Service Moodys and Standard Poors

Ratings Services SP are noted as follows

dys sw

Lone-term debt Aa3

Shcrt-errn dehi 2-1 A-1

On June 2012 Moodys raised its long-term Siemens credit

rating from Al to Aa3 The rating classification Aa is the

second highest rating within Moodys debt ratings category

The numerical modifier indicates ranking in the lower end

of that rating category At the same time Moodys revised its

outlook for our credit rating from positive to stable The

Moodys rating outlook is an opinion regarding the likely direc

tion of an issuers rating over the medium-term Rating out

looks of Moodys fall into the following six categories posi

tive negative stable developing ratings under review

and no outlook Moodys announced that the rating action

was prompted by the higher levels of profitability and cash

flow leverage that the company has been able to achieve over

the past few years and Moodys assessment that these levels

are likely to be sustainable through economic cycles including

the current period of economic weakness in Europe

Moodys rating for our short-term corporate credit and commer

cial 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 obliga

tions with an original maturity of less than one year On June

2012 Moodys affirmed our P-I short-term rating

On November 14 2012 SP revised its outlook for Siemens

credit rating from positive to stable At the same time SP
affirmed the long-term corporate rating and the A-I.i-

short-term rating which is the highest short-term rating with

in the SPs short-term rating scale

The outlook revision to stable captures the contraction of op
erating margin during fiscal 2012 as well as Siemens pursuit of

more shareholder friendly actions in the form of share buy-

back and revision of the shareholder distribution policy from

30%-50% payout range to 40%-60% including share buybacks

Within SPs long-term credit rating definitions has the

third highest long-term rating category The modifier -i- indi

cates that our long-term debt ranks in the upper end of the

category rating outlook indicates the potential direction of

long-term credit rating over the medium-term Rating outlooks

of SPs fall into the following four categories positive neg
ative stable and developing

The U.S Securities and Exchange Commission granted Moodys

and SP the status of nationally recognized statistical rating or

ganizations NRSROs Siemens does not have any agreements

with other nationally recognized statistical rating organiza

tions 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 SPs allows us to raise funds in the

capital markets with attractive conditions or to obtain flexible

financing from banks high credit rating generally leads to

lower credit spreads and therefore our rating also positively af

fects our funding costs We expect no impact on our funding

costs as consequence of the revised rating outlook by SP on

November14 2012

Security ratings are not recommendation to buy sell or hold

securities Credit ratings may be subject to revision or with

drawal by the rating agencies at any time and each rating

should be evaluated independently of any other rating

C.4.2 Capita structure

Given the favorable capital market conditions at the end of fis

cal 2012 Siemens announced in August 2012 that it would ad

just its capital structure through share buybacks amounting to

up to billion by December 30 2012 The shares repurchased

may be used for the purposes of cancellation and reduction of

capital stock issuance to employees board members of affili

ated companies and members of the Managing Board as well

as to meet obligations arising under and in connection with

convertible bonds and warrant bonds In fiscal 2012 the Corn

panyrepurchased 23202500 treasury shares at weighted av

erage share price of 76.14 Additionally the Managing Board

decided to cancel 33203421 treasury shares which reduced

common stock from 914 mfflion shares to 881 million shares

After the end of fiscal 2012 Siemens repurchased additional

14746786 treasury shares at weighted average price of

78.14 and completed this share buyback program in Novem

ber 2012

In September2012 Siemens issued 1.4 billion and 1.0 bfflion

1.3 billion in fixed-rate instruments which were partly used

to finance this share buyback program
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Considering the above mentioned transactions and the chang

es in equity and debt described in c.5 NET ASSETS POSn1ON

the capital structure changed as follows

Yar ended September30 %Chane

itt mdlions 01 2012 2011

Total equity attributable to

shareholders of Siemens AG 30733 31530 3%
As Dercentage of totel capital 60% 64%

Short-term debt and current

maturities of long-term debt 3826 3660

Long-term debt 16880 14280

Total debt 20707 17940 15%

As percentage of total capital 40% 36%

Total capital

total equity and total debt 51440 49470 4%

We have commitments to sell or otherwise issue common

shares in connection with established share-based compensa

tion plans In fiscal 2012 commitments for share-based com

pensation were fulfilled through treasury shares In fiscal 2013

we may again fulfill commitments for share-based compensa

tion through treasury shares Amongst other purposes men
tioned above we may therefore repurchase additional treasury

shares in fiscal 2013 For additional information with respect to

share-based compensation see NOTE 33 0.6 NOTES TO CON

SOUDATED FINANCIAL STATEMENTS

As part of our One Siemens framework for sustainable value

creation Siemens decided to continue to use an indicator to

evaluate its capital structure For further information see

0.2 FINANCIAL PERFORMANCE MEASuRES key consideration in

this regard is maintenance of ready access to the capital mar

kets 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 EBITDA continuing operations The

calculation of the item Adjusted industrial net debt is set

forth in the table below Adjusted EBITDA continuing opera

tions is defined as adjusted earnings before income taxes

EBIT before amortization defined as amortization and im

pairments net of reversals of intangible assets other than

goodwill and depreciation and impairments of property

plant and equipment and goodwill Adjusted EBIT is defined

as the line item Income from continuing operations before in

come taxes less the line item Interest income less the line

item Interest expense less the line item Other financial in

come expense net as well as less the line item Income

To our Shareholders

loss from investments accounted for using the equity

method net For further information see 0.3.3 RECONCIUA

TION TO CONSOLIDATED FINANCIAL STATEMENTS

Yexrende0 SOptRrnher 30

in millions of 2012 2011

Short-term debt and current maturities

long-term debt 3826 3660

Plus Lang-term debV 16880 14280

Less Cash and cash equivaleiis 1039 12468

Lesy Current available-for-sale financial assets 524 477

Net debt 9292 4995

Less SFS Debt2 14558 12075
Plus Pension plans and similar commitments3 9926 7307

Plus Credit guarantees 326 591

Less 50% nominal amount hybrid bond4 920 883

Less Fair value hedge accounting adjustment5 1670 1470

Adjusted industrial net debt 2396 1534

Adjusted EBITDA continuing operations 9788 10701

Adjusted industrial net debt/adjusted EBITDA

continuing operations 0.24 0.14

the taunt Shorr4erm debt and runent rrtaturitins Of long-terre debt as well as the

item Long-term debt included in total lair value hedge accounting adjttstrnarnts of

1570 milton anti 1478 milton for the fiscal yvurended Seplernber 30 2012 and

2011 respectinety

The adiuutrnent considers that bosh Moodys and SPs view SR as captive finance

corrroany These rating agencies generally recognize and accept lrigher levels of debt

attributable to ca1rtinefitrancesubsidiaries in
determining

credit
ratings Following

this
concept we exclude SF5 Debt in order to derive an adjusted irrdustrial net debt

which is not affected by SFSs financing 4clinitiea

To reflect Siemens total pension liability adjusted industrial net debt includes floe

tern Pension plans and similar-commitments as preseirted in 40.3 cOtauouoauza

snencrevens OF FINANCteL POSiTION

The adjusttnent tot our lsybtid bond considers tire calculation at this financial ratio

applied he rating agencies to classify 50% of our tryhrid bond as equity and 50% an

debt Thin assignment reflects the characteristics of oUr hybrid bond tech us long

matutily date amril tubordirtation all senior and Seth obligations

Debt is generally reported with value representing approximately the amount to

no repaid However for debt desigrmated in hedging relatiorrthiptfeir value hedges
thin amount is adjusted by changes in nnarket value mainly due to changes in inter

est rates ccordingly we deduct these changes in nmarhet value in order to end

up with an amount of debt that approximately will be repaid We believe thin it

more wearmiogfulfi5ure for the calculation presented above For further informatsn

on lair value lredges see P4010 31 0.6 NoTES 10 coNtoateAnto nriANclM

srATEMErcts_

C.4.3 Cash flows

The following discussion presents an analysis of our cash

flows from operating investing and financing activities for fis

cal 2012 and 2011 for both continuing and discontinued opera

tions Discontinued operations include primarily OSRAM and

Siemens IT Solutions and Services which were classified as

discontinued operations during the second quarter of fiscal

2011 and the solar business which was classified as discontin

ued operations during the fourth quarter of fiscal 2012

Siemens IT Solutions and Services was sold to AtoS in the

fourth quarter of fiscal 2011
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CASH FLOWS

Continuing pratins Discontinued operationt Continuing and

discontinued operations

Year ceded St ptenber 30 ear ended Seprabcr 30 Year dd 5eptembr 10

in snillirents 2012 2011 201 2011 2012 2013

Nt cash_provided_by_used_in

Operating activities 6996 8081 24 314 6972 7767

Investing activities 5034 2739 650 1305 5685 4044
therein Additions to intangible assets and

property plant and equipment 2206 163 204 454 2410 261
Free cash flowt 4790 5918 228 7681 4562 5150

Financing activities 3591 7062 674 1619 2916 5443

The ciosst comparable firuncial measure of Frea cash flew under IFRS it list cash

presided by teed in oeerating actoftfes Net cash provided by used is operahn
activiries from continuing operations romeO as from contiriuis5 and siiscontrnued

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 informa

tion about the usefulness and limitations of this measure see

C.12 NOTES AND FORWARD-LOOKING STATEMENTS

Cash flows from operating activities Continuing opera

tions provided net cash of 6.996 billion in fiscal 2012 com

pared to net cash provided of 8.081 biffion in the same period

year earlier In the current period income from continuing

operations was 5.184 billion Therein included were amortiza

tion depreciation and impairments of 1744 billion build

up of operating net working capital reduced the cash inflows

by 0.7 billion The increase in operating net working capital

was due mainly to decrease in billings in excess of costs and

estimated earnings on uncompleted contracts and related ad

vances primarily in the Energy Sector due in part to lower or

ders year-over-year The current period also included cash out

flows of approximately 0.3 billion related to the revaluation of

the commercial feasibility of Healthcares particle therapy

business for general patient treatment as well as Healthcares

Agenda 2013 initiative In the prior-year period income from

continuing operations was 7376 billion Therein included

were amortization depreciation and impairments of 2.437

billion Income from continuing operations also included the

Areva NP disposal gain of 1.520 billion partly offset by the

negative impact of 682 million related to an adverse arbitra

operations is reported 0.4 coesouoerro STATEMENTS OF CA5 now Other

olparsies that report Free cash slew may defirre nd calculate this measaru differently

tion decision associated with Siemens decision to exit its nu
clear power joint venture with Areva which was deducted in

the Consolidated Statements of Cash Flow within the line item

Gains losses on sales of investments net build-up of oper

ating net working capital in the prior-year period reduced cash

inflows near the level of fiscal 2012

Discontinued operations used net cash of 24 million in fiscal

2012 compared to net cash used of 314 million in the prior-

year period The largest factor of the decrease in cash outflows

year-over-year was lower cash outflows related to Siemens IT

Solutions and Services which year earlier included higher

payments in connection with the establishment of Siemens IT

Solutions and Services as separate legal group including for

carve-out activities and personnel-related matters

Cash flows from investing activities Net cash used in in

vesting activities for continuing operations amounted to

5.034 billion in fiscal 2012 compared to net cash used of

2.739 billion in the prior-year period The increase in cash out

flows from investing activities was due mainly to lower pro

ceeds from sales of investments intangibles and property

plant and equipment of 1.355 billion to higher acquisitions

net of cash acquired of 1.011 billion and to the higher build

up in receivables from financing activities of 317 million relat

ing to SFSs asset growth strategy Proceeds of 753 million in

the current period from the sales of investments intangibles

and property- plant and equipment included the sale of our

25% interest in OAO Power Machines held by the Energy Sector

rn the prior-year period proceeds from sales of investments

intangibles and property plant and equipment provided net

cash of 2.108 billion This total included proceeds from the

sale of investments of 1.587 billion mainly related to the sale

of our Areva NP stake for 1.7 billion 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 mentioned

earlier and the sale of our 49% minority stake in KMW Cash
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inflows for the prior-year period also included higher proceeds

from real estate disposals at SRE Acquisitions net of cash ac

quired increased to 1314 billion from 303 million in the pri

or-year period comprising several acquisitions of entities

within the Sectors to optimize our business portfolio includ

ing in the current period the acquisition of the Connectors and

Measurements Division of Expro Holdings UK Ltd in the En

ergy Sector as mentioned earlier The aggregate consideration

of this acquisition net of cash acquired amounted to 461

million In the current period cash outflows for the purchase

of investments of 234 million included the second install

ment payment in connection with our equity investment in

A2SEA A/S supplier of installation services for the construc

tion of offshore wind-farms The equity investment is held by

the Energy Sector For comparison purchase of investments of

724 million in the prior-year period included cash outflows re

lating mainly to 500 million in new equity which we provid

ed to NSN in exchange for preferred shares in order to further

strengthen NSNs financial position and the first installment

payment for our equity investment in A2SEA A/S

Discontinued operations used net cash of 650 million in fiscal

2012 compared to net cash used of 1305 billion in the prior-

year period These lower cash outflows related primarily to

OSRAM which year earlier included payments related to the

acquisition of Siteco While both periods included cash out

flows of mid triple-digit mfflion amount relating to Siemens

iT Solutions and Services these cash outflows were higher in

fiscal 2011

Free cash flow from continuing operations decreased year

over-year due primarily to cash flows from operating activities

as discussed above

On sequential basis Free cash flow during fiscal 2012 and fis

cal 2011 developed as follows

FREE CASH FLOW IN MILLIONS OF

Q412 4343

Q312 918

Q212 500

Q1 12 971

Q411 3.482 II

Q3 11 1028

Q21I 393

Qill L035

Cntinu1ns opxratoss

Cash flows from financing activities Continuing opera

tions used net cash of 3.591 billion in fiscal 2012 compared to

net cash used of 7062 billion in fiscal 2011 The decrease in

net cash outflows in fiscal 2012 was due primarily to the pro

ceeds from the issuance of long-term debt of 5.113 billion in

cluding the issuance of US$3.0 billion bonds with warrant

units in February 2012 as well as the issuance of 1.4 billion

and 1.0 billion in fixed-rate instruments in four tranches in

September 2012 These cash inflows were partly offset by the

repayment of long-term debt of 3218 billion relating to the

redemption of 1.55 billion in 5.25%-fixed-rate-instruments

0.7 billion in floating rate assignable loans US$0.5 billion in

floating rate notes and US$0.75 billion in 5.5% notes In fiscal

2012 we recorded also cash outflows of 1.721 biffion relating

to the repurchase of 23202500 treasury shares at weighted

average share price of 76.14 For comparison the prior-year

period included the redemption of 2.0 billion in 5.75% bonds

payment of 1.0 billion related to the binding offer to pur

chase additional shares in order to increase our stake in our

publicly listed Indian subsidiary Siemens Ltd and higher cash

outflows for financing discontinued operations Both periods

included cash outflows for dividends which were 2.629 bil

lion for fiscal 2011 in fiscal 2012 compared to 2356 billion

for fiscal 2010 in fiscal 2011

C.4.4 Capital resources and requirements

Our capital resources consist of variety of short- and long-

term financial instruments including but not limited to loans

from financial institutions commercial paper notes and bonds

as well as credit facilities 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 growth strategy of SFS div

idend 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 indebted

ness 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 end of the reporting

period to fund our business operations and pay for near-term

obligations Total liquidity comprises Cash and cash equiva
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lents 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 Manage

ment uses the Net debt measure for internal corporate finance

management as well as for external communication with in

vestors analysts and rating agencies and accordingly we be

lieve that presentation of Net debt is useful for those con

cerned Net debt should not however be considered in isola

tion or as an alternative to short-term debt and long-term debt

as presented in accordance with IFRS For further information

about the usefulness and limitations of Net debt see c.ia

NOTES AND FORWARD-lOOKING STATEMENTS

Year rded Septerrlre 30

in millions off 2012 2011

Short-term ciehi and current Iraturibes

of on g-term debt 3826 3660

L0n9-term debt 16880 14280

Total debt 20707 17940

Cash and cash oquvalunts 1089 12468

Available-for-sale financial assets current 524 477

Total liquidity 11415 12945

Net debtt 9292 4995

We typicaty need considerable pottion et our cash and cash equivalents as well

as current aearlabteforsute trsncial assets at arty given rime for parposes oliver

than debi reduction The deduction of these items from tot-al debts the c-alcott

tine of Net debt therefore should set he understood to mean that these items are

available esdusively for debt reduction stony given shoe Net debt comprises items

as stated or 0.3 cowsonoasco srarrMsNTs art erevecrec postrIox

The changes in Net debt from fiscal 2011 to 2012 may also be

presented as follows

CHANGES IN NET DEBT IN MILLIONS OF

6259 9292

7693

Nat debt at Net cash Incense and flint cash Changes Net debt at

September used in the other used ix in certain September

30 2011 build-up at changes in investng financing 30 2012

operating ret cash activities0 octivdien3

net working provided by

capital operating

acitnitres

Total net cash provided

by operating activitiest

hr fiscal 2312 set cash curd in sirS build-op uloperatirsg .rntwwlserg caprual includnd

net cth used itt irverrisries ass adeasce
payments

received sit million rett cash

provided ire made and otnar receivables of 157 rsrillion vrt cash presided byttade

payaiahss trl 197 million and ret cash used in billisgs in excess of costs and itt

estimat5d earnings err isccmpieted contracts and related advances of %S srsrliov

Continuing operations

induded in fiscal 2012 primarily castroutflcres rnialrrd to dioslerrds paid of totaling

2784 billion and icr purchase common stock of t.T21 billion

Commercial paper program We have US$9.0 billion

7.0 billion global multi-currency commercial paper program

in place which includes the ability to issue US$-denominated

extendible notes In fiscal 2012 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 2012 we

had no commercial paper outstanding All commercial paper

issued in fiscal 2012 was completely repaid within the year

Notes and bonds We have program for the issuance of

debt instruments debt issuance program formerly called me
dium-term note program of 15.0 billion in place which we

update on regular basis The last update was made in May

2012 Under this program we issued the following instru

ments

In September 2012 we issued 1.4 billion and 1.0 billion in

fixed-rate instruments in four tranches comprising 400
million in 0.375% instruments due in September 2014 1.0

billion in 1.50% instruments due in March 2020 350 mil

lion in 2.75% instruments due in September 2025 and 650

million in 3.75% instruments due in September 2042

In February 2012 we issued US$400 million in floating rate

notes three months London Interbank Offered Rate 1.40%

due in February 2019

In February 2009 we issued 4.0 billion in fixed-rate instru

ments in two tranches comprising 2.0 billion in 4.125% in

struments due in February 2013 and 2.0 billion in 5.125%

instruments due in February 2017

In June 2008 we issued 3.4 billion in fixed-rate instru

ments in three tranches comprising 1.2 billion in 5.2 5% in

struments due in December 2011 which were redeemed at

face value on their maturity date 1.0 billion in 5.375% in

struments due in June 2014 and 1.2 billion in 5.625% instru

ments due in June 2018

In August 2008 we increased two tranches of the 3.4 bil

lion fixed-rate instruments by 750 million including 350

million in 5.25% instruments due in December 2011 which

were redeemed at face value on their maturity date and

400 mfflion 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 which were redeemed at face value on their

maturity date and US$500 million in 5.625% notes due in

March 2016

The nominal amount outstanding under the debt issuance pro

gram was 9.9 billion as of September 30 2012
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In February 2012 Siemens issued US$ bonds with warrant 4.0 billion undrawn syndicated multi-currency revolving

units in an aggregate principal amount of US$3.0 billion in two

tranches The bonds due in August 2017 have volume of

US$1.5 billion and coupon of notional 1.05% per annum the

bonds due in August 2019 have volume of US$1.5 billion and

coupon of notional 1.65% per annum The exercise price of

the warrants was fixed at 137.5% of the reference price On

that basis the exercise price amounts to 104.0018 per share

At issuance one warrant will entitle its holder to receive

1806.1496 Siemens AG shares The warrants result in option

rights relating to total of about 21.7 million Siemens AG

shares The equivalent amount of these bonds outstanding as

of September 30 2012 was 2.3 billion

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 com

pany has call option after ten years or thereafter If the bond is

not called both tranches will become floating rate notes accord

ing to the conditions of the bond The total nominal amount of

our hybrid bond as of September 302012 was 1.8 billion

In August 2006 we issued notes totaling US$5.0 billion These

notes were issued in four tranches comprising US$750 mfflion

in floating rate notes three months London Interbank Offered

Rate 0.05% due in August 2009 which were redeemed at

face value at their maturity date US$750 million in 5.5% notes

due in February 2012 which were redeemed at face value on

their maturity date US$1.750 billion in 5.75% notes due in Oc

tober 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 2012 was 2.7 billion

Assignable loans In June 2008 we issued four tranches of

assignable loans with an aggregate amount of 1.1 billion

370 million in floating rate notes six months European Inter-

bank Offered Rate 0.55% and 113.5 million in 5283% 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 re

deemed in December 2011 at face value

Credit facilities We have three credit facilities at our dispos

al for general corporate purposes Our credit facilities as of

September 30 2012 consisted of 7.5 billion in committed

lines of credit These facilities included

credit facility provided by syndicate of international banks

with year tenor and two one-year extension options

which was signed in April 2012 It replaced US$5.0 billion

syndicated multi-currency revolving credit facility which ex

pired in March 2012

450 million bilateral undrawn revolving credit
facility pro

vided by domestic bank expired in September 2012 This

credit
facility

has been extended to September 2013

US$4.0 billion syndicated multi-currency credit facility ex

piring August 2013 provided by syndicate of international

banks This facility comprised US$1.0 billion 0.8 billion

term loan which was drawn in January 2007 and is due in

August 2013 as well as an undrawn US$3.0 billion 2.3 bil

lion revolving tranche

As of September 30 2012 6.8 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

2013 2014 2035 2036 2017 2038 2019 2020 2025 2026 2142 2066

The mtutity of the hybdd bond depends on the exertion of call option the

bond iocayable by us in Scprember20if arrd thereuftec with thai legai maturity

ending irs September 2066

We may redeem at any time all orsorne of tJSb.noteu issued in August2006

utthe early tedempilon amoxor calI according to the mndiriotss 01 the notes

As mentioned above Siemens AG maintains two lines of credit

of billion and of US$4 billion respectively These two lines

of credit provide its lenders with right of termination in the

event that Siemens AG becomes subsidiary of another

company or person or group of persons acting in con

cert acquires control over Siemens AG by being able to exer

cise decisive influence over its activities Art of Council

Regulation EC 13912004 In addition Siemens AG has bilat

eral credit line at its disposal in the amount of 450 million as

mentioned above which may be terminated by the lender if

major changes in Siemens AGs corporate legal situation occur

that jeopardize the orderly repayment of the credit
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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 issuance

programs nor our credit facilities contain specific financial cov

enants such as rating triggers or interest coverage leverage or

capitalization ratios that could trigger remedies such as accel

eration of repayment or additional collateral

Further information about our bonds and the other compo
nents of our debt as well as about the use of financial instru

ments for hedging purposes
is provided in NOTES AND 31

IN 0.6 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Investing activities in intangible assets and property

plant and equipment Additions to intangible assets and

property plant and equipment from continuing operations in

creased from 2163 billion in the prior year to 2206 billion in

fiscal 2012 The majority of the additions 1.619 billion took

place in the Sectors The remaining portion 587 million relat

ed mainly to SRE associated with SREs responsibility for uni

form and comprehensive management of real estate of our

company worldwide

We directed significant portions of our additions to intangible as-

sets and property plant and equipment in fiscal 2012 to expand

capacities in strategic growth markets particularly including

emerging markets to safeguard or enhance market share and

to secure leadership or competitiveness in technology-driven

growth markets Energys additions totaled 532 million They

included extension of capacities and facilities such as for the

technology-driven wind power market particularly in Europe

as well as improvement and expansion of market presence in

Brazil Russia India and China BRIC countries at Power Trans

mission Considerable amounts at Energy were also used at Fos

sil Power Generation including for the rationalization of pro

duction processes with regard to technical equipment and ma
chines Healthcare additions totaled 354 million in fiscal 2012

including additions to intangibles such as licenses as well as

developing and implementing software and iT solutions main

ly relating to the medical imaging therapy systems and labora

tory diagnostics businesses Industry spent large portion of its

additions to intangible assets and property plant and equip

ment of 442 million for the replacement of products and ramp

ing up capacities particularly at Industry Automation in China

and implementing additional productivity measures particular

ly at Drive Technologies Infrastructure Cities spent the largest

amount of its additions of 290 million at the Power Grid Solu

tions Products business mainly for investments in innovations

at Low and Medium Voltage The Sector also invested signifi

cant amounts for strengthening its regional footprint in emerg

ing markets and its position in fast-growing market segments

The changes of additions to intangible assets and property

plant and equipment from fiscal 2011 to 2012 are as follows

Siemens cnntiauinq opesttions

FY2011 2163

2%

FY2012 2206

Energy Sector

FY2012 532

FY2OS1 587

Flealthcare Sector

FY2012

354FY2O11 284

Industry Sector

FY2012 442

FY2011 4St
Infrastructure Cities Sector

FY2012 290

FY201I 264 10%_I----

For continuing operations the ratio of the items Additions to

intangibles assets and property plant and equipment and Ad
ditions to assets held for rental in operating leases to deprecia

tion and impairments of property plant and equipment net of

reversals of impairments as well as amortization and impair

ments net of reversals of impairments of intangible assets

other than goodwill was 94% for fiscal 2012

Dividend At the Annual Shareholders Meeting scheduled for

January 23 2013 the Managing Board in agreement with the

Supervisory Board will submit the following proposal to allo

cate the unappropriated net income of Siemens AG for the fis

cal year ended September 302012 distribution of dividend of

3.00 on each no-par value share entitled to the dividend for

fiscal year 2012 existing at the date of the Annual Shareholders

Meeting which in the aggregate amounts to an at present ex

pected total distribution of approximately 2.5 billion

Other capital requirements As expected the current fiscal

year included significant cash outflows relating to the divest

ment of Siemens IT Solutions and Services in fiscal 2011 We

expect that this divestment will occasion further significant

cash outflows in future periods that might reach remaining

mid
triple-digit million amount in total
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As mentioned earlier Siemens announced in August 2012 that

it would adjust its capital structure through share buybacks

amounting to up to billion by December 30 2012 In fiscal

2012 we recorded cash outflows of l.721 billion relating to the

repurchase of 23202500 treasury shares at weighted aver

age share price of 76.14 After the end of the fiscal 2012 we re

corded additional cash outflows of 1.2 billion relating to the

share buyback program

Other capital requirements also include expected significant

cash outflows in coming quarters relating to charges for pro

gram-related productivity measures in Sectors in connection

with Siemens 2014 company-wide program supporting our

One Siemens framework for sustainable value creation

With our ability to generate positive operating cash flows our

total liquidity of 11415 billion and our 6.8 billion in undrawn

lines of credit and given our credit ratings at year-end we be

lieve that we have sufficient flexibility to fund our capital re

quirements 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 suffictent for the Companys present requirements

C.4.4.1 CONTRACTUAL OBLIGATIONS

In the ordinary course of business Siemens primary contrac

tual obligations regarding cash relate to debt purchase obliga

tions and operating leases

The following table summarizes our contractual obligations as

of September 30 2012 that will result in future cash outflows

PAYMENTS DUE 8Y PERIOD

Total Lessthan 13 45 Atter

in milliont Ot year ytars years years

Debt 20707 3826 1940 7325 7615

Purchase

obligations 20519 14097 3256 1650 1515

Operating leases 3167 812 1043 543 770

Total contractual

Obligations 44392 18735 6239 9519 9899

Debt As of September 30 2012 Siemens had 20.707 billion

of short- and long-term debt of which 3.826 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

-3 NOTE 22 IN 0.6 NOTES TO CONSOUOATED FINANCIAL STATEMENTS

Debt for Siemens as of September 30 2012 consisted of the

following

in millions of Shorttor-ss long-term Ttsl

Notes and bonds 2018 16194 18212

Loans from banks 1505 449 1954

Otherfinandalndebtedness 270 110 380

Obligations under tlnancrt leases 33 128 161

Total debt 3826 16880 20707

Purchase obligations Purchase obligations include agree

ments to purchase goods or services that are enforceable and

legally binding and which specify all of the following items

fixed or minimum quantities fixed minimum or variable

price provisions and approximate timing of the transaction

As of September 30 2012 Siemens had 20519 billion in pur

chase obligations These purchase obligations primarily relat

ed to agreements of our Sectors on the purchase of goods such

as property plant and equipment intangible assets raw mate

rials and supplies or to the purchase of services such as advertis

ing or maintenance These purchase obligations have not been

recognized as liabilities or expenses as of September 30 2012

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 Related to the transaction is sev

en-year outsourcing contract worth around 5.5 billion under

which AtoS will provide managed services and system integra

tion to Siemens The expected remaining cash outflows from

the outsourcing contract are included in these purchase obli

gations For further information on that transaction see

-3 NOTE IN 0.6 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Operating leases As of September 30 2012 Siemens had

total of 3.167 billion in total future payment obligations

under non-cancelable operating leases mainly relating to SRE

activities

Other Siemens is subject to asset retirement obligations

related to certain items of property plant and equipment Such

asset retirement obligations are primarily attributable to envi

ronmental dean-up costs related to remediation and environ

mental protection which amounted to 1224 billion as of

September 30 2012 and costs primarily associated with the re

moval of leasehold improvements at the end of the lease term

of 58 million as of September 30 2012 The environmental

clean-up costs related to remediation and environmental
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protection liabilities have been accrued based on the estimat

ed costs of decommissioning facilities for the production of

uranium and mixed-oxide fuel elements in Hanau Germany

Hanau facilities as well as nuclear research and service

center in Karlstein Germany Karistein facilities For addition

al information with respect to asset retirement obligations see

NOTE 24 IN 0.6 NOTES TO CONSOLIDATED FINANCIAl STATEMENTS

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 2012 our liability

for pension plans and similar commitments as recognized in

the Consolidated Statements of Financial Positions amounted

to 9.926 billion However the recognized liability may fluctu

ate significantly in future periods due to changes in assump

tions in particular the discount rate rate of future compensa

tion increases and pension progression Actual developments

may differ from assumptions due to changing market eco

nomic and governmental regulatory conditions thereby re

sulting in an increase or decrease of the
liability Employer

contributions expected to be paid to the funded pension plans

during fiscal 2013 are 625 million including contributions

due to contractual and legal obligations of approximately 0.3

billion Additional contributions to our pension benefit plans

may be made or contractually agreed at the discretion of our

management after the end of the reporting period In fiscal

2009 Siemens reached an agreement with the trustees of cer

tain pension plans in the U.K which may lead to contractually

agreed contributions of up to approximately 0.8 billion in com

ing years For additional information regarding contributions to

the fund our pension plans and similar commitments see

NOTE 23 IN 0.6 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For further information with respect to contractual obligations

see .4 NOTE 32 IN 0.6 NOTES TO coNsouoATeo FINANCIAL STATEMENTS

C.4.4.2 OFF-BALANCE SHEET ARRANGEMENTS

Guarantees Siemens guarantees are principally credit guar

antees and guarantees of third-party performance As of Sep

tember 302012 the undiscounted maximum amount of poten

tial future payments for guarantees was 8205 billion includ

ing guarantees relating to discontinued operations Credit guar

antees cover the financial obligations of third-parties in cases

where Siemens is the vendor and/or contractual partner In ad

dition Siemens provides credit guarantees generally as credit-

line guarantees with variable utilization to joint ventures and

associated and other companies accounted for using the equity

method Total credit guarantees were 635 million as of Sep

tember 30 2012 Furthermore Siemens issues guarantees of

third-party performance which include performance bonds

and guarantees of advanced payments in cases where Siemens

is the general or subsidiary partner in consortium In the

event of non-fulfillment of contractual obligations by the con

sortium partners Siemens will be required to pay up to an

agreed-upon maximum amount Guarantees of third-party per

formance amounted to 1.566 billion as of September 30 2012

In fiscal 2007 The Federal Republic of Germany commissioned

consortium consisting of Siemens and IBM Deutschland GmbH

IBM to modernize and operate the non-military information

and communications technology of the German Federal Armed

Forces Bundeswehr This project is called HERKULES proj

ect company BWI Informationstechnik GmbH SWI will pro

vide the services required by the terms of the contract

Siemens is shareholder in the project company The total

contract value amounts to maximum of approximately bil

lion In connection with the consortium and execution of the

contract between BWI and the Federal Republic of Germany in

December 2006 Siemens issued several guarantees legally

and economically connected to each other in favor of the Fed

eral Republic of Germany and of the consortium member IBM

The guarantees ensure that BWI has sufficient resources to

provide the required services and to fulfill its contractual obli

gations Total future payments potentially required by Siemens

amounted to 2.29 billion as of September 30 2012 and will be

reduced by approximately 400 million per year over the re

maining five-year contract period as of September 30 2012

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 3.714 billion as of September

30 2012 and included indemnifications issued in connection

with dispositions of business entities Such indemnifications

if customary to the relevant transactions may protect the buy

er from potential tax legal and other risks in conjunction with

the purchased business entity Indenmifications primarily re

late 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 In the event that it becomes probable that Siemens

will be required to satisfy these guarantees provisions are es

tablished Such provisions are established in addition to the

liabilities recognized for the non-contingent component of the

guarantees

Capital commitments As of September 30 2012 the Com

pany had commitments to make capital contributions to vari

ous companies of 211 million

For additional information with respect to guarantees and our

other commitments see -3 NOTE 28 IN 06 NOTES 1O coNsOuoArED

FINANCIAL STATEMENTS
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C.4.4.3 FUNDING OF PENSION PLANS

AND SIMILAR COMMITMENTS
As of September 30 2012 the combined funded status of

Siemens pension plans showed an underfunding of 9.0 bil

lion compared to an underfunding of 6.2 billion as of Sep

tember 30 2011 significant increase in Siemens defined

benefit obligation DBO was only partly offset by an increase

in the fair value of Siemens funded pension plan assets

The DBO of Siemens pension plans which takes into account

future compensation and pension increases amounted to

33.0 billion on September 30 2012 an increase of 5.9 billion

from the DBO at the end of the prior fiscal year The DBO in

creased primarily due to decrease in the discount rate for do

mestic pension plans and almost all our foreign pension plans

The fair value of Siemens funded pension plan assets as of

September 30 2012 was 24.1 billion compared to 21.0 bil

lion at the end of the prior fiscal year The increase was mainly

due to the actual return on plan assets which for fiscal 2012

amounted to 3.2 billion resulting from both fixed income and

equity investments This represents 15.6% actual return For

comparison the expected return recognized through profit or

loss for fiscal 2012 amounted to 1.3 billion which corresponds

to 6.3%

FUNDED STATUS OF SIEMENS PENSION PLANS

ui BILLIONS OF

S8ptvntber 30 2012 9.0

Septvmber 20 2011 6.2

Citsung operatcns

The funding policy for our pension plans is part of our overall

commitment to sound financial management which also in

cludes ongoing analysis of the structure of its pension liabili

ties To balance return and risk we have developed pension

benefit risk management concept We have identified that the

prime risk is decline in the plans funded status as result of

the adverse development of plan assets andlor defined benefit

obligations The prime risk quantifies the expected maximum

decline in the plans funded status for given confidence level

over given time horizon We monitor our investments and our

defined benefit obligations in order to measure such prime risk

risk budget on the Group level forms the basis for determining

of our investment strategy i.e the strategic allocation of plan

assets among asset classes and the degree of hedging for inter

est rate risk We regularly review both our risk budget and in

vestment strategy with external experts from the international

asset management and insurance industry to afford an integrat

ed view of pension assets and pension liabilities We select asset

managers based on our quantitative and qualitative analysis

and then continually 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 adversely affect asset values so that we can initiate

appropriate countermeasures at very early stage

We also regularly review the design of our pension plans His

torically the majority of our pension plans have included sig

nificant defined benefits However in order to reduce exposure

to certain risks associated with defined benefit plans such as

longevity inflation effects of compensation increases and oth

er factors we implemented new pension plans during the last

several years in some of our important regional companies in

cluding those for Germany the U.S and the U.K The benefits

of these new plans are based predominantly on the contribu

tions we make They are still affected by longevity inflation ad

justments and compensation increases but only to minor ex
tent We expect to continue evaluating the need to implement

similar plan designs in coming years to better control future

benefit obligations and related costs

The combined funded status of Siemens predominantly un
funded other post-employment benefit plans amounted to an

underfunding of 0.7 billion as of September 30 2012 com

pared to an underfunding of 0.8 billion at the end of the prior

fiscal year The underfunding decreased mainly due to plan

change of the main health care plan in the U.S The group in

surance program for defined group of Siemens retirees is re

placed by individual healthcare agreements between the af

fected beneficiaries and healthcare insurance providers result

ing in one-time reduction of current and future contributions

For more information on Siemens pension plans see NOTE 23

IN 0.6 NOTES TO CONSOLIDATEO FINANCIAL STATEMENTS
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C5 NET ASSETS POSITION

During fiscal 2012 total assets increased to 108282 billion up

from 104243 billion the year before Our total assets in fiscal

2012 were influenced by positive currency translation effects

of 2644 billion due mainly to the US$ Within total assets of

08.2 82 billion total assets related to SFS increased to 17405

billion as of September 30 2012 from 14 602 billion year ear

lier driven by the growth strategy at SFS These amounts re

presented 16% of Siemens total assets in fiscal 2012 compared

to 14% in the prior year Total current assets were 48% in fiscal

2012 compared to 50% in the prior year

The following table shows current assets at the respective

balance sheet dates

Y..r..d ciseptenserO

in loss of 2C12 Ol1

Cash and cash equivents 10891 12Ch8

Avaitable-icr-sale fInancai assets 524 17

Trade and other recevahas 15220 148
Other current ndal assets 2901 2628

Inventories 15679 15143

Income tax receivables 836 798

Other current assets 1277 1264

Assets ciassifled as held for disposal 4800 4917

Total current assets 52129 52542

Cash and cash equivalents totaled 10891 billion as of Septem

ber 30 2012 The decrease of 1577 billion from the prior-year

level was mainly due to net cash provided by operating activi

ties of 6972 billion more than offset by net cash used in in

vesting activities of 5.685 billion and net cash used in financ

ing activities of 2.916 billion in fiscal 2012 For detailed infor

mation see C.4.3 CASH piows

The growth strategy at SFS was the primary factor in the in

crease year-over-year of 373 million in the line item Trade and

other receivables and the increase of 273 million in the line

item Other current financial assets

The increase of 536 million year-over-year in the line item

Inventories was due primarily to higher inventories in Total

Sectors This factor was most notable in the Energy Sector driv

en by higher finished goods and products held for resale and in

the lnfrastructure Cities Sector driven by an increase in costs

and earnings in excess of billings on uncompleted contracts

Assets classified as held for disposal decreased to 4.800 bil

lion as of September 30 2012 compared to 4.917 billion year

earlier The decline year-over-year was due primarily to lower

assets at OSRAIvI and the sale of our 25% interest in OAO Power

Machines partly offset by an increase in assets relating to the

solar business which was classified as discontinued opera

tions during the fourth quarter of fiscal 2012

Long-term assets at the respective balance sheet dates were as

follows

e-d ste

in rniihovs of 202 fl

Goodviai 17069 1105

Other intancribs assets 4595 14vC

Property plant and equipment 10763 104/7

Iuvxstmerits accounted lot
uvtnq

the
equity

method 4436 1966

Other financial assets 14666 12126

Deferrcd Lax assets 3777 3206

Oiher assets 846 776

Tota long-term assets 56153 51701

Goodwill increased to 17.069 billion as of September 30 2012

compared to 15706 billion year earlier The increase in

goodwill was due mainly to acquisitions and purchase ac

counting adjustments and to lesser extent to currency trans

lation differences Acquisitions and purchase accounting ad

justments included the acquisition of the Connectors and

Measurements Division of Expro Holdings UK Ltd in the

Energy Sector RuggedCom Inc in the Industry Sector the

NEM B.V business in the Energy Sector and eMeter Corpora

tion in the Infrastructure Cities Sector

For information on additions to other intangible assets and

property plant and equipment see --- C.4.4 CAPITAL RESOURCES

AND REQUIREMENTS

Investments accounted for using the equity method decreased

year-over-year by 530 million The main factor was sharply

higher equity investment loss related to our share in NSN year-

over-year

The line item Other financial assets increased to 14666 bil

lion as of September 30 2012 compared to 12126 billion

year earlier The change was due primarily to higher loan re

ceivables driven by the growth strategy at SFS an increase in

the non-current portion of the fair market values of financial

derivatives used for our hedging activities and an increase in

the market value of our shares in AtoS
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The table below shows our current and long-term liabilities at

the respective balance sheet dates

Yar ded St 1Crrru

in trw trf 2012 1011

Short-term debt and current

rrturities ol long-term debt 3826 3660

Trade pays bhs 8036 7677

Other current financial liahitiss 1460 2247

Current provisions 4150 5168

Income tax payahles 2204 203

Other current liabilities 20306 1020

Liabilitiet associated with assets

classitied as held for disposal 2054 1756

Total current liabilities 42637 43560

Long-term debt

Pnston alsrrt and similar cornrniinents

Deferred tax lihiiitits

Provisions

OUter finencal liabilities

Other lhrltas

Total lonq-terni liabilities

16880

9926

494

3908

1083

2052

34344

14280

7307

595

3654

824

1867

28527

Short-term debt and current maturities of long-term debt in

creased by 166 million compared to the end of the prior fiscal

year The main factor of the increase were the reclassifications

of 2.0 billion in 4.125% instruments due in February 2013

and of US$1.0 billion term loan due in August 2013 which was

largely offset by redemptions including 1.55 billion in 5.25%

fixed-rate instruments 0.7 billion in floating-rate assignable

loans US$0.5 billion in floating-rate notes and US$0.75 billion

in 5.5% notes

Trade payables increased to 8036 billion as of September 30

2012 compared to 7677 billion year earlier The main factor

in the increase was higher trade payables in the Energy Sector

The decrease in the line item Other current financial liabilities to

1.460 billion as of September 30 2012 from 2247 bfflion in

the prior-year is due mainly to decrease in the current portion

of the fair market values of financial derivatives used for our

hedging activities and decrease in miscellaneous liabilities

including liabilities relating to purchase price adjustments as

well as purchase-price-related commitments in connection with

the divestment of Siemens iT Solutions and Services

Current provisions declined by 418 million compared to the

prior year which included substantial provisions related to

particle therapy contracts in the Healthcare Sector and the

divestment of Siemens IT Solutions and Services Fiscal 2012

included an increase in provisions in the Energy Sector pri

marily related to off-shore grid connection projects

Other current liabilities decreased by 714 million compared to

the prior year-end The main factor was lower billings in ex

cess of costs and estimated earnings on uncompleted con

tracts and related advances particularly in the Energy Sector

Liabilities associated with assets classified as held for disposal

increased to 2.054 billion as of September 30 2012 from

1756 billion in the prior year The change year-over-year was

due primarily to higher liabilities at OSRAM and the solar busi

ness following its classification as discontinued operations as

mentioned above

Long-term debt increased by 2601 billion due mainly to the

issuance of US$3.0 billion bonds with warrant units and the is

suance of 1.4 billion and 1.0 billion in fixed-rate instruments

in four tranches These issuances were partly offset by the

above-mentioned reclassification in the line item Short-term

debt and current maturities of long-term debt

The line item Pension plans and similar commitments in

creased by 2619 billion as of September 30 2012 reflecting

the increase in the underfunding of the funded status of

Siemens pension plans as of September 30 2012 to 9.0 bil

lion compared to 6.2 billion year earlier

The increase in the line item Provisions of 254 million year

over-year related primarily to an increase in the Energy Sector

including provisions arising from project charges mentioned

above and to liabilities relating to our Hanau and Karlstein

facilities partly offset by decrease in provisions related to the

divestment of Siemens IT Solutions and Services

The line item Other financial liabilities increased by 258 mil

lion year-over-year mainly related to an acquisition with mi

nority shareholder who was granted put-option on the non-

controlling interests
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C6 OVERALL ASSESSMENT
OF THE ECONOMIC POSITION

Shareholders equity and total assets were as follows

Yr dei plcr.er

In muons 102 2911

Total equty attrbutable

to shareholders of Semens AG 30733 31530

Eqwty ratio 23% O%

Non-controtinO nterrtsts 569 6Th

Total assets 108282 104243

Total equity attributable to shareholders of Siemens AG de

creased from 31530 billion at the end of fiscal 2011 to 30.733

billion at the end of fiscal 2012 In fiscal 2012 the main factors

relating to the change in total equity attributable to sharehold

ers of Siemens AG were Dividend payments of 2.629 billion

paid for fiscal 2011 cancellation of 33203421 treasury

shares which reduced common stock from 914 million shares to

881 million shares repurchase of 23202500 treasury shares

at weighted average share price of 7614 net income at

tributable to shareholders of Siemens AG of 4.458 billion

The line item Total equity attributable to shareholders of

Siemens AG decreased by 797 million and total assets in

creased by 4.039 billion year-over-year and as result our eq

uity ratio decreased to 28% as of September 30 2012 compared

to 30% in the prior-year

For additional information on our net assets position see 0.6

NOTES TO CONS000ATEO FINANCIAL STATEMENTS

European sovereign credit exposures Due to the recent

uncertainties with regard to European sovereign debt expo

sures we regularly monitor our credit exposures in particular to

public and private sector debtors in Italy Spain Greece Portugal

and Ireland These credit exposures include trade receivables

from the sale of goods and services receivables from finance

leases and other financial assets To evaluate these exposures

we perform credit rating for public and private sector debtors

using different methods subject to centrally defined limits For

exposures to public sector debtors which represented approxi

mately quarter of these exposures we applied specific poli

cy This policy provides that the rating applied to individual

public sector customers cannot be better than the weakest of

the sovereign ratings provided by Moodys SPs and Fitch for

the respective country Based on our ratings and our credit ex

posures to end customers or main contractors located in Italy

Spain Greece Portugal and Ireland totaling low single-digit

billion amount as of September 30 2012 we believe that

Siemens is well-positioned to bear these risks

In fiscal 2012 we increased revenue by 7% year-over-year to

78296 billion with all tour Sectors and all three reporting re

gions contributing to growth New orders came in near the

level of revenue but 10% lower compared to the prior year

which included substantially higher volumes from large orders

in our Sectors Infrastructure Cities and Energy For example

orders year earlier included Siemens largest-ever order for

trains worth 3.7 billion

In fiscal 2012 we achieved income from continuing operations

of 5.184 billion While this was one of our highest results ev

er it was substantially lower than in the prior year and lower

than we expected one year ago The decline was due mainly to

our Energy Sector which took substantial charges mainly relat

ed to projects with complex marine and regulatory environ

ment in the current period and benefited from the divestment

of its share in Areva NP in the prior year Due mainly to chal

lenges in these projects we reduced our income guidance dur

ing fiscal 2012 Furthermore profit in Energy in fiscal 2012 was

also burdened by profit impacts of 327 million pretax related

to change in credit risk assessment for Iran Income from

continuing operations in fiscal 2012 was also held back by

less favorable market environment in the second half of the

fiscal year This was particularly evident in the Industry Sector

where profit came in 10% lower year-over-year Profit at Infra

structure Cities in fiscal 2012 also declined year-over-year as

the Sector took 86 million pretax in charges at rolling

stock project in Germany In contrast our Healthcare Sector in

creased profit year-over-year For comparison profit at Health-

care in fiscal 2011 was burdened by charges related to particle

therapy projects In fiscal 2012 income from continuing opera

tions was also burdened by sharply higher loss at Equity

Investments This was due primarily to our share in NSN In fis

cal 2012 NSN took substantial restructuring charges in con

nection with its previously announced measures aimed at

maintaining its long-term competitiveness and improving

profitability

Net income in fiscal 2012 was 590 billion down from 6.321

billion year earlier This decline was due to lower income

from continuing operations only partly offset by lower losses

from discontinued operations In the prior year discontinued

operations were burdened by substantial loss related to our

former Siemens IT Solutions and Services business partly of

set by income from discontinued operations related to OSRAM

Income from discontinued operations related to OSRAM turned

negative in the current period

As result of the above-mentioned profit impacts two of our

Sectors Energy and Infrastructure Cities missed their re

spective adjusted EB1TDA target ranges in fiscal 2012
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We achieved our target for capital efficiency measured in terms

of ROCE adjusted on continuing basis with result of

17.0% well within our target range of 15% to 20% ROCE ad
justed on continuing basis year earlier was 25.3% benefit

ing from the above-mentioned divestment at Energy

Our Free cash flow from continuing operations declined to

4790 billion down 19% year-over-year Free cash flow devel

opment was particularly influenced by lower income from con

tinuing operations Additional factors included cash outflows

in the current period related to project-related charges in

Healthcare

In the fourth quarter of fiscal 2012 we initiated share buy-

back program of up to 3.0 billion to be financed partly by

long-term debt and issued bonds totaling 2.7 billion These

measures are aimed at taking advantage of favorable capital

market conditions while reducing the gap to our capital struc

ture target We have set this target defined as the ratio of ad

justed industrial net debt to adjusted EBITDA in the range of

0.5 to 1.0 In fiscal 2012 our capital structure was positive

0.24 compared to negative 0.14 in the prior fiscal year

We believe that we achieved the goals we had announced in

our Interim report for the third quarter of fiscal 2012 With re

gard to One Siemens our framework for sustainable value

creation we believe that we did not fully succeed in our fun

damental goal of continuous improvement relative to our

markets and competitors We believe that Agenda 2013 an

CJ SUBSEQUENT EVENTS

Mter the end of fiscal 2012 Siemens announced the acquisi

tion of LMS International NV Belgium leading provider of

mechatronic simulation solutions With the acquisition which

will be integrated in the Industry Sectors Industry Automation

Division Siemens intends to expand and complement the

Industry Sectors product lifecycle management portfolio with

mechatronic simulation and testing software The purchase

price amounts to approximately 680 million The transaction

is subject to approval by regulatory authorities Closing is expect

ed in the second quarter of fiscal 2013

initiative started by our Healthcare Sector at the beginning of

fiscal 2012 is making contribution to achieve these goals

We intend to expand these efforts on company level We
therefore initiated Siemens 2014 company-wide program

aimed at improving our productivity We defined action areas

for cutting our costs strengthening our portfolio and becom

ing faster and less bureaucratic These goals apply company-

wide with specific implementation measures to be devel

oped by each Sector While program-related productivity mea
stises will burden Total Sectors profit particularly in fiscal

2013 we expect that the productivity gains realized will en
able us to achieve Total Sectors profit margin of at least 12Io

by fiscal 2014

In the fourth quarter of fiscal 2012 in connection with the

Siemens 2014 company program we decided to divest our so

lar business consisting of our solar thermal and photovoltaic

activities because they have not met our expectations with re

gard to number of factors including changed market condi

tions lower growth and strong price pressure

We intend to provide an attractive return to shareholders We

previously set target range for our dividend payout percentage

of 30% to 50% of Net income excluding selected exceptional

non-cash effects The Siemens Managing Board in agreement

with the Supervisory Board proposes dividend of 3.00 per

share unchanged from year earlier This proposal represents

dividend payout percentage of 56% based on shares outstand

ing as of September 30 2012

Also after the end of fiscal 2012 Siemens announced that

it plans to divest the business activities included in the Indus

try Sectors Water Technologies Business Unit which as of

September 30 2012 was part of the Industry Automation

Division The Business Units offerings comprise solutions for

municipal and industrial water purification and wastewater

treatment
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C8 SUSTAINABIUTY

C.8.1 Sustainability at Siemens

C.8.1.1 OVERVIEW

Sustainability is guiding principle within our Company

Siemens has defined sustainabiity to mean acting responsibly

on behalf of future generations to achieve economic environ

mental and social progress We are aware of the associated

high standards and the possibility of conflicting goals Never

theless the aim to create sustainable added value remains

key element of our corporate strategy We are convinced that

sustainability in this sense is also business opportunity and

one that is worth seizing One Siemens our framework for

sustainable value creation and capital-efficient growth ad

dresses this business opportunitywith its three strategic direc

tions Focus on innovation-driven growth markets Get closer

to our customers and Use the power of Siemens

The products and solutions in our Environmental Portfolio and

the innovative power of Siemens play central role in contrib

uting to environmental and climate protection while also

strengthening our standing in these innovation-driven growth

markets

close customer relationship based on trust and competi

tive globally balanced and localized network of suppliers sup

ports us in getting closer to our customers all over the world

Excellent employees are one of Siemens vital strengths as

they play key role in our success and are the true power of

Siemens Leveraging the power of Siemens also means strictly

adhering to clear principles of integrity something we also

expect of our partners and suppliers

As all these examples clearly show sustainability is not just

embellishment at Siemens its the central theme of our corpo

rate strategy The following chapters will detail this under

standing and will provide further information on Sustainability

at Siemens

C.8.1.2 SUSTAINAB LITY MANAGEM ENT

AND ORGANIZATION

The importance we attach to the topic of sustainability is also

evident in our programs and measures we execute and in the

central positioning within the Companys organization In our

Sustainability Program we focus targets and activities in

three areas Business opportunities Walk the talk and Stake-

holder engagement In the first area we turn our approach to

sustainability into concrete business opportunities Walk the

talk means we are committed to embedding sustainabiity

throughout our organization and operations In the third area

we focus on collaboration with all relevant stakeholders

Efficient sustainability management is company-wide task

that requires clear organizational structure and thorough

anchoring of sustainability in our corporate culture All our

sustainability activities are steered by the Chief Sustainability

Officer who is member of our Managing Board In order to

coordinate and manage our sustainability activities efficiently

we established the Siemens Sustainability Board the Sustain-

ability Office and the Siemens Sustainabiity Advisory Board

The Siemens Sustainability Board which is chaired by the

Chief Sustainability Officer is the central steering committee

for sustainabiity at Siemens In its regular meetings it sets our

sustainabiity strategy and adopts appropriate measures and

SIEMENS SUSTAINABILITY BOARD
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initiatives Our Chief Sustainability Officer also manages the

Sustainability Office which is responsible for implementing

the sustainability strategy and for coordinating company-wide

programs and measures

To help us maintain an objective perspective on our sustainabil

ity challenges and performance we have also created the

Siemens Sustainability Advisory Board composed of nine em
inent figures in science and industry from range of disciplines

and regions of the world None are employees of Siemens The

Board meets at least twice year and through professional ex

changes and concrete initiatives has already contributed to the

further development of our sustainability program

Furthermore assigned Sustainabillty Managers in the Sectors

and Clusters ensure that sustainability measures are imple

mented throughout the Company

C.8.1.3 COLLARORATING

FOR SUSTAINABILITY AND PERFORMANCE
Our sustainability efforts are generally based on our Business

Conduct Guidelines which provide the ethical and legal frame

work 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 bind

ing for all companies controlled by Siemens

Furthermore we believe that close collaboration with stake-

holders supports us in addressing complex interlocking sus

tainability challenges and topics Maintaining an intensive dia

logue with partners along the supply chain and with external

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 since fiscal 2011 we are member of the steering

committee of the Global Compacts Caring for Climate initia

tive We regularly report on our sustainability performance us

ing the current guidelines G3.0 of the Global Reporting Initia

tive GRI which aim at high transparency and comparability

for corporate sustainabiity reporting

Siemens has been part of the widely respected Dow Jones

Sustainahility Index for thirteen consecutive years and is

ranked as Sector Leader in 2012 for Diversified Industrials for

the fifth time in row and as Supersector Leader for Industrial

Goods and Services for the first time ever We also earned high

ratings on number of other indexes and rankings including

those created by the prestigious Carbon Disclosure Project

CDP Siemens was included in CDPs Global 500 Carbon Dis

closure Leadership Index CDLI for the fifth time in row with

one of the top scores in the world

C.8.2 ResearCh and development

C.8.2.1 RESEARCH AND

DEVELOPMENT ORGANIZATION AND STRATEGY

In fiscal 2012 we continued to focus on the following areas

in research and development RD ensuring long-term

future viability enhancing technological competitiveness

and optimizing the allocation of RD resources

Our RD activities are geared toward ensuring sustainable en

ergy supplies which is essential to our long-term viability and

competitiveness in the energy and infrastructure industries

Accordingly major focus areas include

increasing the efficiency of both renewable and conventional

power generation

improving low-loss power transmission and

finding new solutions for intelligent power networks smart

grids carbon dioxide separation in power plants and ener

gy storage systems for volatile renewable energies

Another major focus is promoting more efficient energy use in

buildings industrial facilities and the transport sector for

example through the development of electric drives and faster

charging stations for electric vehicles

Across all focus areas we recognize the vital importance of so

phisticated software solutions not just for the areas men
tioned above but also in nearly all of the other fields in which

Siemens is active Siemens software was used for example to

virtually develop build test and continually optimize the Red

Bull Formula championship-winning car throughout the 2011

season The same is true of the Mars rover Curiosity which

landed on the red planet in August 2012 Siemens software

was used here to digitally design assemble and test virtual

rover before the first prototype was even constructed

RD activities are carried out by both our Sectors and our Cor

porate Technology CT department The Sectors focus their

RD efforts on the next generations of their products and solu

tions In contrast the alm of CT is to be strong innovation

partner for operational units and to help secure our technology

and innovation future while strengthening Siemens as an inte

grated technology company
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CT has more than 7000 employees and is set up as world

wide network with primary locations in Germany the U.S

Austria Russia India and China Among CTs employees approx

imately 4000 software engineers at locations in Asia Europe

and the Americas develop and implement software for new

products and services for our Sectors CT makes important

contributions along the entire value chain from research and

development to production technology manufacturing pro

cesses and testing procedures

The technology fields cover all technological areas of Siemens

They include research on materials that help make our prod

ucts more efficient and the creation of IT platforms security

solutions software architecture technical systems energy

technologies sensors and electronic components CT also

conducts research into new solutions for automation medical

information systems and imaging processes This portfolio is

supplemented by innovation projects for electric mobility sus

tainable urban development and biotechnology in other

words fields with major strategic importance for us All of CTs

activities are chosen to optimize the allocation of RD resourc

es with balance between support for the Sectors current of

ferings and development of longer-term opportunities

CT also strategically handles the intellectual property of

Siemens Around 350 experts help the Company register pat

ents and trademarks establish them and put them to profit

able use CT also acts as coordinator and leader with regard

to key strategic issues at Siemens such as lean management

and production standardization and project management

Cooperations with universities and non-university research in

stitutes make an important contribution to Siemens capacity

to innovate The key goals of these partnerships are

C.8.2.2 RESEARCH DEVELOPMENT FIGURES

In fiscal 2012 we recognized research and development ex

penses of 4238 billion compared to 3.899 billion in fiscal

2011 and 3547 billion in fiscal 2010 The resulting RD inten

sity defined as the ratio of RD expenses and revenue of 5.4%

was higher than in fiscal 2011 and fiscal 2010

RD expenses and intensities for the Sectors in fiscal 2012

2011 and 2010 were as follows

RD EXPENSES

in cot FYzQ1Z f-Y 2O1 FY2010

Eoetgy 840 756 651

Hethcsro 1314 1173 1116

Industry 1215 ii.s 993

lnfrastructursCities 699 696 591

RD INTENSITY

2012 Ph 201

3.1%

9.4%

5.8%

41%

ft 2010

2.9%

90%

5-7%

3.6%

Energy

Hesithc.s re

Industry

of rastrucru re Cities

3.0%

9.6%

5-9%

4.0%

tapping the potential for joint research and development

projects

developing and extending the network of universities or

research institutes with which Siemens works and

increasing communication between Siemens and these

universities or institutes and

strengthening the appeal of Siemens to highly qualified

young people as potential employer

Corporate Technology incurred additional RD expenses

RD INDICATORS

its thousands -Y2012 It 2011

Employees2 293 27.7

0v5n1100st 8.6

First pstent applications4 46 4.3

In addition Siemens takes part in publicly funded research pro

grams The most important research areas include the develop

ment of sustainable technologies the networking of machines

and the creation of new materials and sustainable recycling

Continuhg operations

Aneage ewnber cd err peer fitrot year

Number mM mwsntir.x subrndted be Surinesr Units based am or interrmai reporting

First an Sari ct the ineerniorra submitted to patent
offices
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In our continuing operations we had an average of approximate

ly 12900 RD employees in Germany and approximately 16700

RD employees in 30 countries outside of Germany during fiscal

2012 including the U.S China Austria India Slovakia Switzer

land the U.K Croatia Sweden Denmark Mexico and France

As of September 30 2012 the Company held approximately

57300 patents worldwide in its continuing operations com

pared to approximately 53.300 patents as of September 30

2011 In terms of the number of published patent applications

in calendar year 2011 Siemens in total ranked third in Germany

and for the second consecutive year first in Europe In

terms of the number of patents granted in the U.S. Siemens in

total ranked tenth in calendar year 2011

20 2010 2009

Germany -- German Patent

end Trademark Offlce DPMA

Europa

Eropean Pretant Offic EPO

U.S Uteri StaUm PatanL

and Trademark Office US PTO 10 13

C.8.2.3 RESEARCH DEVELOPMENT IN THE SECTORS

Our RD activities in the Energy Sector are focused on devel

oping processes for the efficient generation and transmission

of electrical energy Major RD areas in this respect are the de

velopment of

technologies for low-loss electricity transmission

advanced gas turbines that increase the efficiency and

reduce emissions of power plants

combined cycle power plants to increase the availability

of electricity through higher flexibility

wind turbine innovations

technologies that extract the greenhouse gas carbon

dioxide from the flue gas that occurs during fossil fuel-

fired power generation carbon capture and storage and

subsea power grid to extract deep-sea oil and natural

gas drilling economically

Examples of research and development at Energy include Type

B75 rotor blades for wind turbines each of which has length of

75 meters this makes them to our knowledge the longest rotor

blades in operation in the world at the moment At 25 tons the

B75 is also lightweight as it is 10% to 20% lighter than similar

rotor blades Heavy rotor blades are subjected to higher stress

loads and also require more massive nacelles towers and foun

dations Intelligent design and low weight therefore have pos

itive effect on the cost of electricity produced

To our Shareholders

In 2011 combined cycle power generation island delivered

by Siemens in Irsching Germany proved an unprecedented net

efficiency rating of 60.75% at an output of 578 megawatts Au

even more efficient combined cycle plant will soon be built in

Düsseldorf With an anticipated efficiency rating of more than

61% and previously unattained district heating range Siemens

expects to set new records in both categories The total capacity

factor for natural gas as fuel will reach around 85%

High-voltage direct-current HVDC technology is now making

it possible to transport electricity over great distances with min

imal losses In 2009 Siemens put the first overhead HVDC line

into operation with an unprecedented direct current capacity of

800000 volts Siemens recently successfully tested its first

HVDC transformer technology with voltage of 1.1 million volts

The higher the voltage carried by HVDC cables the lower the

transmission losses and the higher the transmission capacity

RD activities in our Healthcare Sector focus on meeting cus

tomer challenges from three major trends the worlds popula

tion continues to grow rapidly and to get older In addition

older people make up higher percentage of the population

These trends put increasing pressure on healthcare providers

to gather more accurate diagnostic information more effi

ciently about wider range of potential disease conditions

and to integrate that information more effectively with treat

ment options

One focus area involves combining various imaging methods

that provide increasingly detailed and faster three-dimensional

insights into the body of patient while subjecting him or her

to less discomfort We combine such imaging processes with

therapeutic measures laboratory diagnostics and information

technology to create more coordinated workflows One exam

ple is the worlds only fully integrated whole-body magnetic

resonance MR and positron emission tomography PET sys

tem Biograph mMR which for the first time allows physicians

to simultaneously 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

Another focus area is automating clinical work processes and

optimizing laboratory diagnostics which puts physicians in

position to identify diseases even more precisely and at an

earlier stage Physicians are then 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 also develops products that meet the specific tar

geted requirements of the healthcare systems of emerging

countries
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Among the RD priorities in the Industry Sector is the soft

ware-based integration of product planning and production

processes within the framework of product lifecycle manage

ment The objective is to accelerate processes at every point

along the value chain so that time to market can be reduced

by as much as 50% The further development of automation

technology and industrial IT and industry software in particu

lar plays major role here This is especially true in the case of

metal production where the IT-supported planning and opera

tion of entire steel mills has significantly changed and will fur

ther influence manufacturing processes in the steel sector

In addition the Industry Sector also strives to achieve greater

energy efficiency reduce raw material consumption and reduce

emissions These objectives also guide the development of tech

nology-based service concepts such as energy management and

remote maintenance systems and the creation of efficient solu

tions for steel production that also conserve resources

RD activities in our Infrastructure Cities Sector focus on

urban growth issues Main research fields therefore cover sus

tainable technologies for major metropolitan areas and their

infrastructures The aims are to increase energy efficiency re

duce burdens on the environment and improve the overall

economy and the quality of life in cities To this end the Sector

develops building technologies that conserve energy solu

tions for ensuring an efficient and secure supply of electricity

in cities and intelligent traffic and transport systems Exam

ples here include the extremely light and almost fully recycla

ble Inspiro modular subway train and the Desigo building

management system which integrates several system compo

nents within the buildings themselves and which also leads

to significant energy savings In addition researchers are look

ing for ways to integrate buildings into smart grids so as to al

low them to transfer the electricity they produce into the net

work and provide additional power during peak demand times

One innovative technology that can be used for this is

SIESTORAGE modular storage unit that balances out the

power generation fluctuations that are typical of electricity

produced from renewable sources by stepping in to provide

energy during brief power outages

C.8.3 Supply chain management

Supply chain management at Siemens aims to contribute to

the success of our businesses in significant and sustainable

way The principal goal of our supply chain management activ

ities is to ensure the availability and quality of the materials

we require to serve our customers

In fiscal 2012 Siemens purchasing volume i.e external spend

amounted to approximately 40 billion which equals roughly

half of our total revenue

Pod irted ri
direct ieri

SCo

Sicmonwkh monyed

We focused on continuing to enhance our supply chain man

agement and strengthening Siemens competitiveness by

achieving substantial savings The main enablers for that were

already part of the Supply Chain Management initiative that

was successfully completed prior to fiscal 2012 In line with our

strategic priorities we further developed and continuously

rolled out our enablers for leveraging saving potential These

enablers include

Siemens-wide managed volume We bundle more than

half of our purchasing volume on the corporate level where

it is managed by dedicated organizations for both direct and

indirect material For the direct material we set up more

than 20 category management teams and started more than

200 cross-functional commodity engineering projects aiming

to bring down material cost together with our suppliers The

strategic and operational procurement for all indirect materi

al throughout Siemens has been brought together in global

organization By integrating the former procurement offices

for indirect material in the Sectors and regions we achieve

substantial economies of scale effects through worldwide

bundling of volume and consolidation of resources

Sourcing from emerging markets One essential element

of moving towards globally balanced supply chain network

is to constantly increase the share of sourcing from emerg

ing markets Global Value Sourcing countries GVS To ac

complish this goal we identify select arid fully qualify sup

pliers from Global Value Sourcing countries and engage

them in continuous development process thereafter Addi

tionally we encourage and support our suppliers to expand

their operations in order to follow our manufacturing foot

print in Global Value Sourcing countries In fiscal 2012 we

further increased our GVS share on comparable basis

E-sourcing We significantly increased the share of external

purchases that we award via electronic bidding over the last

few years from low single digit levels to significantly more

than 10%
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Strengthening Siemens innovation power by leveraging our

supplier network is another strategic priority With our Siemens

Supplier Forum we have established platform for the regular

dialogue on CEO level with our top strategic suppliers aiming to

ensure long-term cost leadership realize shared growth poten

tial and sustairiably increase innovation capabilities To promote

outstanding suppliers for their excellence we have introduced

the Siemens Supplier Awards for number of categories

As in previous years the supply chain management organiza

tion had to face external challenges in fiscal 2012 Although

the strong pricing pressure in supplier markets declined com

pared to fiscal 2011 we see indications from the geopolitical

environment that prices may increase again in the near future

Despite this possibility we expect to maintain the procure

ment savings gains and overall productivity increases for

Siemens that our supply chain management organization has

achieved in recent years

Another important topic for our supply chain management is

sustainability in our supply chain We require all of our suppli

ers to comply with the principles of our Code of Conduct for

Siemens Suppliers and to support its implementation in their

own supply chains as well We also continued with worldwide

on-site sustainability audits by external experts to ensure the

compliance with our standards and to encourage sustainable

business conduct throughout our entire global supply chain

In addition we further rolled out our Siemens Energy Efficiency

Program for suppliers We work with our suppliers to conduct

environmental and energy efficiency checks of their own facili

ties so they can identify opportunities for reducing their con

sumption of energy and other resources In this regard we

draw upon the expertise and know-how gained in connection

with our own environmental program and our Environmental

Portfolio By the end of fiscal 2012 more than 900 of our sup

pliers worldwide have completed these comprehensive assess

ments and nearly 400 others are involved in the program

C.8.4 Production

In-house production is an important cornerstone of our opera

tions Siemens operates more than 290 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 de

fined as facility at Business Unit level in which raw or source

materials are transformed into finished goods on large scale

by using equipment and production resources such as ma
chines tools energy and labor Around 150 major production

and manufacturing plants are located in the region Europe

C.l.S Africa Middle East around 80 major production and

To our Shareholders

manufacturing plants are located in the region Americas and

around 70 major production and manufacturing plants are lo

cated in the region Asia Australia With around 110 major pro

duction and manufacturing plants the Energy Sector accounts

for the greatest proportion of these followed by the Infrastruc

ture Cities Sector around 80 major facilities the Industry

Sector around 70 major facilities and the Healthcare Sector

around 40 major facilities

Key elements of our production strategy include sustained im

provement in the cost position for our products and solutions

and locating production sites geographically to support the de

velopment of new markets China for example is one of our

largest growth markets and we have established our presence

there with around 50 major production and manufacturing

plants One of the most significant features of our production

activities is the diversity 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 pro

duction and production processes range from automated pro

duction in clean rooms to manual final assembly of major in

stallations on construction sites

We designed the Siemens Production System SPS in our

aim to continuously improve our global production processes

The SPS is our structured approach to designing and operating

the production operations of Siemens in accordance with so-

called lean principles These principles aim to reduce or elim

inate activities in our business processes that add no customer

value This helps us satisfy the increasingly demanding re

quirements of our customers while streamlining our cost posi

tion and those of our customers compared with competitors

With the implementation of lean principles in our production

operations we aim to simultaneously achieve both shorter lead

times and higher quality in our processes products and solu

tions This enables us to react even more flexibly to our custom

ers demands and to increase our delivery reliability By now

the SPS has already been established in more than 190 of our

major production and manufacturing facilities worldwide

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

ufacturing facilities apply lean principles and that these prin

ciples are also adopted by other functions such as administra

tion or engineering For the latter purpose we have widened

the range of our lean expert qualifications by adding specif

ic training programs for employees engaged in adminis

tration By the end of fiscal 2012 total of more than 620

employees have joined and in part already completed lean

expert qualification programs for production and or adminis

tration
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C.8.5 Quality management

Outstanding quality in our products and solutions is key suc

cess factor for our Company We believe that Siemens is known

for high quality in its business processes and customer proj

ects which many customers consider essential in meeting

their needs

Our main objective in terms of quality is high customer satis

faction which we measure using the Net Promoter Score

which is discussed in more detail below Internal audits and

assessments together with regular benchmarking help us en

sure the effectiveness and further development of our quality

management Our quality management system is designed to

meet or exceed relevant recognized international standards

We aim to maintain strong culture of continuous improve

ment and high transparency Transparency in this context

means to measure quality and make it visible To that end we

have developed comprehensive quality approach throughout

the Company to increase the quality of our products and pro

cesses We have defined binding standards 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 man

agement and quality assurance within our operational units

We believe that it is particularly important to ensure that qual

ity is measurable and transparent

The quality of our products and processes depends strongly on

the capabilities of our employees Training on quality is there

fore an integral part of our corporate culture Training opportu

nities are made available to all employees This applies in partic

ular to quality managers who as experts in their fields must

demonstrate expertise with the relevant quality tools Profes

sional development options include web-based solutions train

ing plans specific to particular target groups and on-the-job

training We regularly expand the portfolio of our training cours

es to complement traditional areas of the Siemens Quality Man

agement approach such as quality management in projects in

spections and audits and quality tools We develop training

courses in cooperation with experienced internal personnel and

experts from universities and partner institutions This approach

seeks to ensure effective transfer of expertise within the Compa

fly as well as to and from 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 strategic objective of the entire value-added pro-

cess Safe product design encompasses the safety of all prod

ucts and services developed manufactured and sold by

Siemens It involves and defines requirements for just about

every function in the Company and addresses the entire lifecy

cle from development production and maintenancelrepair to

enhancementlmodification until final disposal Accordingly

we consider legal requirements and relevant standards as well

as the current state of science and technology

C.8.6 Distribution and customer relations

Our Sectors Divisions and Business Units and SFS have global

responsibility for their business sales and results They are

able to support customers around the world directly from their

respective headquarters especially for large contracts and

projects However most of our customers are small and medi

um-sized companies and organizations that require local sup

port To address local business opportunities with them we

are able to draw upon large global sales force steered by our

regional companies They are responsible for the distribution

of the Siemens portfolio across our Sectors and Divisions in

their respective countries This keeps us close to our custom

ers and positions us to offer fast and customizable solutions to

their business needs We are currently present in around 190

countries Because of our long-lasting local presence we are

often perceived as local citizens Taking the fast-growing BRIC

countries 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

Sustainable customer relationships are the basis for our long-

term success We employ structured key account manage

ment approach throughout the Company to take care of our

key customers This means that we seek to tailor our products

and solutions to their size and regional site structures and we

aim to ensure that our key account managers continually de

velop and maintain relationships with them over the long

term This approach is supplemented by our Executive Rela

tionship Program in which all members of the Companys

Managing Board stay in direct contact with selected customers

and maintain an ongoing dialogue with them to familiarize

Siemens with their needs

Our business success is strongly dependent on the satisfaction

of our customers For this reason we measure customer satis

faction in every unit of the Company using the Net Promoter

Score NPS This internationally recognized and commonly

applied managerial performance indicator which we deter

mine annually on worldwide basis by means of customer sur

veys measures the referral rate of our customers The NPS for
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fiscal 2012 was based on the results of more than 24100 inter

views compared to more than 25000 interviews in fiscal 2011

In fiscal 2012 our company-wide NPS increased substantially

compared to fiscal 2011

To ensure the high quality and continuous improvement of our

customer support we have developed our Account Manage

ment Excellence Program and our Sales Management Excel

lence Program We carry out strength-and-weakness analyses

as well as training and qualification measures under these pro

grams aiming to ensure consistently high standards in our

worldwide customer relationship management In fiscal 2012

we successfully implemented our Key Account Manager Certi

fication Program to ensure high quality and consistent stan

dards at our customer interfaces

An elementary component of all our global marketing and sell

ing activities is compliance with applicable laws and internal

rules and regulations

Our systematic efforts to achieve customer satisfaction have

been recognized by outside institutions In 2012 for example

Siemens ranked in leading position in Customer Relationship

Management in the Diversified Industrials category of the

SAM Dow Jones Sustainabulity Index for the time in row

C.8.7 Environmental Portfolio

KEY PERFORMANCE INOCATORS
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Revenue generated by the

Siemens Environmental Portfolio

continuing operations in blilions of 33.2 30.2

Accumulated annual customer reductions

of carbon dioxide emission aeierated by

elements from the 5emerrs En ironmeiki
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In addition to its environmental benefits our Environmental

Portfolio enables us to compete successfully in attractive mar
kets and generate profitable growth In fiscal 2010 we set our

selves 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 the planned dis

posal of OSRAM our Water Technologies Business Unit and our

solar business it will be much more challenging to achieve it

In fiscal 2012 revenues from continuing operations from the

Environmental Portfolio amounted to 33.2 billion up from

comparable revenues of 30.2 billion in the previous fiscal

year Therefore our Environmental Portfolio accounted for 42%

of our revenues from continuing operations in fiscal 2012

These revenues include revenues from newly developed and

additionally qualified elements and exclude revenues from

elements that no longer fulfill our qualifications

With our Environmental Portfolio we intend among other

things to help our customers reduce their carbon dioxide foot

print cut their energy costs and improve their profitability

through an increase in productivity Taking together all ele

ments of the Environmental Portfolio that were installed at

customer locations since the beginning of fiscal 2002 and re

main in use today we have reduced customer carbon dioxide

emissions by 332 million tons in fiscal 2012 equaling 41% of

Germanys total annual carbon dioxide emissions in calendar

year 2010

C.8.7.1 REPORTING PRINCIPLES

We report the revenue from our Environmental 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 Pro

tocol Corporate Accounting and Reporting Standard revised

edition and the Greenhouse Gas Protocol for Project Account

ing both published by World Resources Institute WRI and

World Business Council for Sustainable Development WBCSD

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 negative im

pacts on the environment and emissions of carbon dioxide and

other greenhouse gases defined together in the following as

carbon dioxide emissions responsible for climate change

Those principles are relevance completeness consistency

transparency accuracy and conservativeness As there are cur

rently no accepted international standards for identification

and reporting of so-called green products we are engaging in

standardization activities with external organizations The rev

enue generated by the Environmental Portfolio is recognized

in accordance with revenue recognition policies as described

in NOTE IN o.a NOTES TO CONSOLII2ATED FINANCIAL STATCMCNTS
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C.8.7.2 GOVERNANCE

PROCESSES AND DEFINITIONS

The qualification of Environmental Portfolio elements as well

as their respective reporting is based on defined processes and

criteria In principle any product system solution or service

of Siemenscontinuing operations may qualify for the Environ

mental Portfolio The business portfolio of Siemens continu

ing operations is reviewed annually regarding the qualification

of Environmental Portfolio elements based on the criteria de

scribed below This covers the inclusion of newly developed

elements as well as the integration of additionally qualified

elements where evidence of fulfillment of the qualification cri

teria was not available in prior reporting periods For addition

ally qualified Environmental Portfolio elements we report

their prior-year revenue and prior-year contribution to reduc

ing 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 multilevel

internal evaluation process The Sustainability Board annually

acknowledges changes in the composition of the Environmen

tal Portfolio One task of the Sustainability Board is also to dis

cuss potential concerns of stakeholders with regard to the

inclusion or deletion of certain technologies in the Environ

mental Portfolio

C.8.7.3 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

Environmental 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 described below which are

energy efficiency renewable energy or environmental technol

ogies Products systems solutions and services with planned

application in military use or nuclear power are not induded in

the Environmental 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 baseline 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 efficiency crite

rion are combined cycle power plants and intelligent build

ing technology systems

Renewable energy This criterion covers technologies in

the field of renewable energy sources such as wind turbines

or smart grid applications and their respective core compo
nents

Environmental technologies This criterion is related to wa
ter and wastewater treatment air pollution control waste re

duction recycling e-car infrastructure and its core compo
nents Additionally criterion for the Healthcare Sector is an

environmental impact reduction in terms of noise radiation

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

C.8.7.4 BASELINE METHODS

Energy efficiency annual customer reduction of carbon diox

ide and environmental impact are all assessed by comparison

with reference solution baseline There are three different

options for the reference solution before-after comparison

comparison with reference technology or comparison with

the installed base The baselines are reviewed annually and if

necessary adjusted such as when statistical data on the in

stalled base is updated because of technical innovations or

regulatory changes The calculation of the reduction of carbon

dioxide emissions is based on comparison for every relevant

Environmental Portfolio element with baseline For this cal

culation we focus on those elements that have material

impact on the overall carbon dioxide emissions reduction For

some emission reduction calculations the baseline reference

for the installed base is determined using known global emis

sion factors such as those for power production The baselines

used for our calculations are mainly based on data of the Inter

national Energy Agency lEA 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 consis

tency reasons we generally apply global emission factors for

calculating emission reductions

C.8.7.5 REPORTING ESTIMATES

The inclusion of elements in the Environmental Portfolio is

based on criteria methodologies and assumptions that other

companies and other stakeholders may view differently Fac

tors that may cause differences among others are choice of

applicable baseline methodology application of global emis

sion factors that may be different from local conditions use

patterns at customers that may be different from standard use

patterns used for carbon dioxide abatement calculations and

expert estimates if no other data is available

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
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quantity of reduced carbon dioxide emissions attributable to

such products systems solutions and services Accordingly

revenues from our Environmental Portfolio and the reduction

of our customers annual carbon dioxide emissions may not be

comparable with similar information reported by other compa

nies Furthermore we subject revenues from our Environmen

tal Portfolio and the reduction of our customers annual carbon

dioxide emissions to internal documentation and review re

quirements that 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 emis

sions in the future without previous notice

As in previous years we again commissioned an indepen

dent accounting firm with limited assurance engagement

to review the reported results for our Environmental Portfolio

for fiscal 2012 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 attention of the independent accounting firm that would

cause them to believe that the section Siemens Environmen

tal Pbrtfolio 2012 of the Environmental Portfolio Report

2012 containing the revenues generated by the Environ

mental Portfolio and the annual customer reduction of

carbon dioxide emissions attributable to it has not been

prepared in all material respects in accordance with the

defined reporting principles

C.8.8 Environmental performance

KEY PERFORMANCE INDICATORS

Year emed Scpterrb7r CO

2012 2011

Energy effkierrcy improvement

compared to baseline focal 2010 8% 4%

Waste efficiency improvement

compared to baseline in fiscal 2010 6% 10%

Waste For disposal reduction

compared to baseline in Fiscal 2010 4% 3%
Carbon dioxide efficiency improvement

compared to baseline in Fiscal 2010 12% 5%

Casr-isg opermions

C.8.8.1 EHS MANAGEMENT SYSTEM

Siemens EHS Environmental Protection Health Management

and Safety management system lays down principles and

standards intended to ensure that we meet todays global eco

logical challenges responsibly It helps our Company Units to

comply with applicable laws and regulations satisfy our cor

To our Shareholders

porate requirements properly and achieve our Siemens-wide

environmental targets according to our environmental pro

gram Our EHS Management rules are generally binding for

continuing operations of Siemens We conduct regular internal

audits to review our performance and progress and create

loop of continuous improvement

C.8.8.2 ENVIRONMENTAL PROGRAM
One of the most important things we do in the context of envi

ronmental protection is to monitor and optimize our energy

and resource efficiency For this reason in fiscal 2012 Siemens

has launched Serve the Environment new enterprise-wide

environmental program We committed to the following maln

program targets

to continue systematically our effort to improve energy

efficiency which shall also lead to an improvement of our

carbon dioxide efficiency

to increase our waste efficiency by 1% annually by fiscal

2014 and

to reduce our waste for disposal by 1% annually by fiscal 2014

Furthermore Siemens uses new approach to water resources

management developed in 2012 In locations where there are

particular risks about water for example as result of aridity

high waste-water loads or poorly developed technical infra

structure we define targets matched to local conditions and

thereby effectively reduce risks and negative impacts on the

environment Finally our environmental program also ad

dresses air pollution defining alternative solutions for any

ozone-depleting substances still in legally permissible use and

generating complete solvent balance sheets even those

we use in quantities below statutory minimum thresholds We

achieve the implementation of our program targets by inte

grating local targets and measures at our sites into our existing

environmental management systems

We measure environmental impact and the results of our envi

ronmental program using an IT-based environmental informa

tion system We calculate our key performance indicators

KPIs for all office and production sites of environmental rele

vance using environmental data gathered quarterly The base

year to which all year-on-year comparisons relate is fiscal 2010

We calculate environmental performance on portfolio-adjust

ed basis This approach enables us to survey and compare our

environmental performance over time regardless of acquisi

tions and disposals

We have recently refined the methodology employed to deter

mine our energy efficiency We now use single KPI which incor

porates weighted calculations of the primary energy input for all

of the energy sources used at our sites This KPI takes into

106

21 Corporate Governance 49 cbiea Marsagerneot taperS

50 C7 Business and economic environment

64 .2 Financial performance measures

69 Results of operations

82 Financial position

93 Net assets position

95 CC Overall assessment of the economic position

96 .7 Subsequent events

97 CC Sustainability

111 CC Report on expected developments and

associated material opportunities and risks



account the amount of energy used to extract convert and dis

tribute the fuels consumed Fossil energy sources receive higher

primary energy factor than renewable energy sources Siemens

sites can accordingly increase their energy efficiency and reduce

the impact on natural resources of their energy demands by stra

tegically adjusting their choice of energy sources

We achieved all of the targets we set ourselves in fiscal 2012

Our energy efficiency rose by 8% compared with the base year

We also made progress with our waste efficiency which im

proved by 6% compared with the base year while waste for

disposal fell by 4% measured against the base year quantity

C8.9 Employees

KEY PERFOMANCE INDICATORS

YCor ended 20p wet 30

2012 2011

Empklyee fluctutcm rate2 107% 12

Proporrton of women peroenreçje of

ernpoyeeo to manzt6er000L posiions 15.3% 14

Exenses for conttnung eduoaton

to millions of 12 283 251

Exisenses per employee for sontinuinq

edsca5crt to 693 603

Cr1ejet and nrtiirajed nPtnt
Employee ii ctaato rote deifrted as the radar rotary and in rrrrfary eaSe

emens daSag the fSml
year to the

average namLrer of enrpkyees

Without etanal expenses

Excellent employees are one of Siemens vital strengths They

have made Siemens what it is today and their expertise their

capabilities and their high level of engagement are laying the

basis for our future success To stay competitive we need to

continuously win and retain the best and brightest employees

worldwide As an employer of choice we empower our diverse

and engaged people worldwide based on high-performance

culture encourage life-long learning and development offer

an attractive working environment and ensure occupational

health and safety

EMPLOYEES BY SEGMENTS AS OF SEPTEMBER 30 2012

irt THOUSANDS

Energy

8623%

-iealthcere

5114%

industry

105 28%

Continuirt operations

Fair-minded collaboration among Company management em
ployees and employee representatives plays central role at

Siemens As one of the largest corporate employers in Germany

and worldwide we are committed to our social responsibility and

respect and uphold the fundamental rights of our employees

In fiscal 2012 more than 286000 Siemens employees excluding

OSRAIvI took part in our worldwide employee survey relating to

employee engagement Siemens Global Engagement Survey

2012 The survey was globally distributed in 40 languages

across our Company The results continue to demonstrate the

strong commitment of our employees to Siemens its values and

its strategy The survey results also identify potential areas for

further improvement which will be assessed by the Company

C.8.9.1 DIVERSITY

As global player the vast and diverse range of our employ

ees capabilities experience and qualifications forms sub

stantial competitive advantage and supports our value propo

sition as an employer

The Global Diversity Office coordinates strategies measures and

programs across Siemens following these Diversity-principles

we want to have the best person for every position

we want to provide opportunities for diversity of experience

and interaction and

we want to achieve diversity of thinking across our Company

Diversity networks and programs Our Global networks pro

mote and discuss diversity topics across the Company such as

the Global Leadership Organization of Women GLOW Diversi

ty Ambassador and Generations Networks In addition we have

over 100 local employee networks worldwide with employees

actively engaged in diversity-related programs and activities

Diversity Charter Since its launch in December 2010 more

than 14.000 Siemens employees have pledged their support by

signing the Siemens Diversity Charter showcasing strong

grass-roots support for diversity at Siemens

EMPLOYEES BY REGIONS AS OF SEPTEMBER 30 2012

iti THOUSANDS

thereto Wermonv

19 3214

Asia Australia 63 171
heratiar ChICO 31 8%
tlierCin lardS 19

Anedcas 84 23%
therein iS 57 53

Contnuirrg operations

Comrrurnweallh of Independent Slites
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Diversity Scorecard To measure our progress in the area of

diversity we have scorecard based on five parameters which

we track yearly and compare to prior years These five parame

ters include professional knowledge diversity at all levels

composition of our top talent pool culture and branding and

experience mix

Diversity in management WeVe developed our manage

ment recruitment processes to ensure that the preliminary se

lection of candidates 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

today nearly doubled since fiscal 2002 to 15.3%

Work-life integration growing number of employees seek

more flexibility in how they balance work with the rest of their

lives for example childcare responsibilities At many of our lo

cations worldwide we now provide options for flexible work

schedules part-time work and telecommuting At the same

time particularly in Germany we are expanding the availabili

ty of childcare options near the Company such as nurseries

daycare centers and childrens after-school centers taking lo

cal conditions into account

C.8.9.2 LEARNING AND CONTINUING EDUCATION

We aim to further develop the qualification and expertise of

our employees at all locations In fiscal 2012 we invested

around 283 million for continuing education without travel

expenses which equals about 693 per employee These ex

penses include training courses and programs both for individ

ual employees and for entire organizational units or categories

of employees For example we prepare our next-generation

managers for their future responsibilities through the Siemens

Leadership Excellence Program So-called Siemens Core Learn

ing Programs impart skills and capabilities specific to the re

quirements of particular job categories at Siemens and are an

important lever for the systematic development of our employ

ees worldwide Functional training measures address the de

velopment of specific skills within particular business func

tions Cross-functional training improves skills and capabilities

that are relevant across multiple job categories or business

functions

Siemens continues to be one of Germanys largest providers of

professional education for secondary school graduates 7.200

places for Siemens trainees and 2.600 places for trainees from

other companies As in previous years we again made 250

trainee positions available to disadvantaged youths In addi

tion we offer for the first time professional education ac

cording to the German system to 29 school graduates coming

from 13 European countries

ToourShareholders

C.8.9.3 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 that depends on three tar

get 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

C.8.9.4 GLOBAL SIEMENS EQUITY CULTURE

Siemens established its first employee share program in Ger

many as early as 1969 following the Companys reorganization

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 thousands of em

ployees in Germany have acquired Siemens shares with the

Companys financial support Building on this success in Ger

many 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 approxi

mately 94% of its employees in 54 countries the opportunity to

participate in the plan The Share Matching Plan is based on

simple principle Employees participating in the plan will re

ceive one Siemens share without payment of consideration

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

We are convinced that empowering employees with shares moti

vates them to assume greater responsibilities and helps them

identify more closely with the company they work for funda

mental prerequisite for the sustainable development of Siemens

In 2011 the Global Equity Organization GEO the largest inter

national organization concerned with share plans and equity-

based compensation presented Siemens AG with the Judges

Award for overall excellence with regard to global benefit

schemes Siemens AG was commended by the GEO jury for its

strategy of establishing truly global equity culture within the

Company taking all employees worldwide into consideration

C.8.9.5 EMPLOYEE RIGHTS AND RELATIONS

TO EMPLOYEE REPRESENTATIVES

We aim to respect and uphold the fundamental rights of our

employees Underscoring this commitment Siemens the

Siemens Central Works Council the German trade union IG

Metall and the global industrial union IndustriAll have signed

an international framework agreement on the principles of

corporate responsibility The agreement reaffirms Siemens
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commitment to fundamental employee rights which already

apply worldwide and are firmly anchored in the Business Con

duct Guidelines

C.8.9.6 OCCUPATIONAL SAFETY

AND HEALTH MANAGEMENT

Occupational safety and health management are key elements

of our companys sustainability strategy and an integral part of

our business processes We therefore develop central projects

and processes that are then applied locally in conjunction with

programs that are individually adapted to the respective busi

ness activity Occupational safety and health management are

an integral part of our Business Conduct Guidelines our inter

nal monitoring systems and our risk management and inter

nal control systems In addition occupational safety is part of

an international framework agreement between Siemens AG
the Central Works Council of Siemens AG IG Metall and the

global union IndustriAll

Promoting health Siemens has established high stan

dard of occupational health and safety to avoid work-related

health risks and promote employees health with sustain

able approach We help our employees assume responsibility

for their own personal behavior in health-related matters

and support health-promoting general conditions within the

Company We promote the physical mental and social well

being of our employees through range of activities govern

ing the five topics of healthy work environment psychoso

cial well-being physical activity healthy nutrition and medi

cal care

We also defined requirements for Siemens health management

system HMS which provides Siemens-wide approach to con

trolling health management in systematic and sustainable

manner Company units can revert to it if they want to integrate

health in the organizational structure and working processes

Promote culture of safety in the past occupational safety

was often characterized by focus on technical protective mea

sures an approach which achieved considerable success We

are convinced however that further improvement can be

achieved only through an actively practiced occupational safety

culture and optimum working conditions in every country and

for all Siemens employees as well as those of our contractor

partners Both as company and as individuals we are responsi

ble for ensuring that the working environment at Siemens is

safe at all times and for every employee At present local best

practices exist which we can build on We will achieve sustain-

ability however only through global and consistent approach

Our customers suppliers and regulatory authorities expect

high safety standards from us We aim to meet their expecta

tions worldwide through our Zero Harm Culture Siemens

program comprising three principles

zero accidents is achievable

we make no compromises on safety and health and

we look out for one another

The program receives global support and has local orienta

tion That means we start by analyzing the current status and

the safety situation locally with the aim of learning from posi

tive examples and optimizing processes through improvement

potential The program will be launched globally under the

responsibility of the Sectors at the beginning of fiscal 2013

Regrettably we report four work-related fatalities of Siemens

employees and 15 work-related fatalities of contractors in fiscal

2012 In the previous year there were three fatalities involving

Siemens employees and twelve involving contractors

C.8.1O Compliance

KEY PERFORMANCE INDICATORS1

Year sndrd September30

2012 2011

lrrqumes submitted to the

Atk us help desk 1009 17v0

Incidents reported to the

Icil us help desk end the ombudsman 715 787

therein tren ted as piousbIe 612 683

Disciplinary SCnctions 266 306

therein wormrrjs 173 179

therein dismissals 73

tnerea other2 20 50

Centineing and dicrr1 Sutd G2CatiOns

esclades ess of varhle and velstar cerspor.saties eemerrts

traester aId sportier

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 all our

worldwide business practices remain within this framework as

well as in compliance with applicable laws 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
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compliance perception forms part of the annual Siemens

Global Engagement 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 1009 in

quiries to the help desk in fiscal 2012 We believe the decline

from 1740 inquiries in fiscal 2011 is due to improvements made

in our processes and to increasing knowledge and understand

ing of compliance policies and processes among Siemens em

ployees Furthermore all employees can pose questions direct

ly 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 employees

and external stakeholders to report violations of external and

internal rules These reports are passed on to our compliance

organization In fiscal 2012 the number of incidents reported

to the Tell us help desk and the ombudsman was 715 of these

612 were initially plausible and required further inquiries or in

vestigations in order to clarify the reported incidents

Furthermore possible misbehavior may also be reported di

rectly to the Compliance Organization particularly to the Com

pliance Officers in our individual company units Our employ

ees make regularly use of this reporting channel We perceive

this as an indication of the confidence they place in our Com

pliance 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

The status of the 31 projects funded within the first funding

round with total contractual funding volume of US$37.7 mil

lion was presented to the World Bank in March 2012 based on

the first annual report on the Siemens Integrity Initiative

which is online publicly available

On October 12 2012 the Company received the Year Four

Report from the Compliance Monitor Dr Theodor Waigel

whom Siemens had engaged as part of the settlement reached

with U.S authorities in December 2008 During Year Four 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 Two and Year

Three recommendations As was set forth in the Settlement

Agreement with the U.S Securities and Exchange Commission

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

Report contains an evaluation of the open recommenda

tions from the Year Two and Year Three Reports 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 The Year

Four report also states that all recommendations from Year

Two and Year Three reports are fully implemented Since the

Year Four Report does not include any new recommendations

this means that all recommendations of the Monitor are fully

implemented As was set forth in the aforementioned settle

ment the Monitorship ends four years after the settlement

date on December 15 2012

At the beginning of fiscal 2011 we have launched system of

four compliance priorities to further develop and improve our

compliance system The compliance priorities have guided our

activities in fiscal 2012 These included initial implementation

of new compliance risk assessment covering all Siemens en

tities which the Sectors Divisions and Clusters as well as

cross-sector businesses are required to perform on regular

basis and the development and roll out of new anti-trust

compliance program

Effective from fiscal 2013 we have updated the compliance

priorities as follows

COMPLIANCE PRIORITIES EFFECTIVE FY2013

Compliance priorities

Our aim is to hrrther era urage We warn to leverage the We nflnn In daalop the We focus es nc.casiug the efui

busiress nnsaaqnmcnI rc.spvn Compinance system to support compliance risk maaaqvmcnt cierscy of compliance operations

siblity for compizmce and to sustainable qrnwth and and to provnde reliable assurance and collhoration

ontnnue promotine responsible as compettive advantaqe for our bnisnoess entities

business prarticrs ca markets

w4h 01k COve Anliorn and

II tiemrrns lfltnyrly lrnriative
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These compliance priorities will also determine our goals for

fiscal 2013 Our ongoing aim is to encourage sound business

judgment that is based upon management responsthility for

compliance and backed by robust assurance provided by the

compliance organization

C.8.11 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 citizen

ship at Siemens is our commitment to the U.N Global Com

pact principle-based framework for businesses and to the

U.N Millennium Development Goals set of eight interna

tional 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 apply high management standards and strategically focus

our corporate citizenship activities in areas where our resourc

es and expertise can make meaningful difference

Education and Science Our goal is to maintain continu

ous dialogue with young people and to identify and foster

talent from an early age on We support educational and re

search activities particularly in natural sciences engineer

ing and healthcare

Social Projects in this area aim to bring about systematic

and lasting improvement in peoples living conditions In ad

dition we provide urgent humanitarian relief including fi

nancial and technical assistance after natural disasters

Environment We want to make an effective contribution to

wards protecting the environment particularly through our

core competencies and raise environmental awareness

among younger generations

Arts and Culture We support Arts and Culture because so

cietys cultural heritage is key aspect of its identity

The Siemens Stiftung The Siemens Stiftung is dedicated to

the values of Werner von Siemens and wants to empower peo

ple to actively contribute towards social development It focus

es on holistic non-business-related transferable projects and

models in sub-Saharan Africa Latin America and Europe with

particular emphasis on Germany

Established in 2008 with capital of 390 million Siemens

Stiftung is nonprofit foundation under German civil law It

complements Siemens corporate citizenship activities and

cooperates with the other five corporate foundations estab

lished by the Company in Argentina Brazil Columbia the

United States and France

C9 REPORT ON EXPECTED DEVELOPMENTS
AND ASSOCIATED MATERIAL OPPORTUNITIES AND RISKS

C.9.1 Report on expected developments

C.9.1.1 WORLDWIDE ECONOMY

According to predictions of IMS Global Insight global GDP

growth is expected to stabilize in 2013 but at 2.6% it would re

main below its long-term trend rate of around 3.5% The eco

nomic outlook is dampened mainly by the unstable situation

in Europe as the continuing stagnation of growth and finan

cial uncertainty in this region cause headwinds for global de

mand and the global economy in general Furthermore auto

matic spending cuts and tax increases that could take effect in

the U.S at the beginning of 2013 fiscal cliff could have

major negative impact on the U.S and the global economy

Moreover geopolitical tensions in North Africa and the Middle

East may lead to surge in oil prices which could further ham

per global economic activity On the upside the global econo

my could gain support from expansive monetary measures in

emerging markets and developed economies especially the

long-term bond-buying program Quantitative Easing or

QE3 in the U.S and the government bond purchase program

Outright Monetary Transactions OMT of the European Cen

tral Bank and an increase in fiscal spending in China Overall

GDP growth is expected to continue to be markedly higher in

emerging markets than in industrialized countries
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Europes economic performance is expected to remain slug

gish in the years ahead as the regions crisis countries will con

tinue to suffer from high government debt levels tight fiscal

policies and high levels of unemployment The weak economic

development in the south is forecast to continue to dampen

northern export economies such as Germany Nevertheless

Germany should still be able to grow slightly due to strength

ened domestic demand In particular private consumption is

expected to grow further due to low unemployment and solid

growth in real wages Exports could continue to contribute to

growth despite the deep recessions in many Euro-area econo

mies because non-Eurozone countries are becoming more and

more important for German exporters The geopolitical devel

opment in the Middle East and Africa has strong influence on

oil prices and thus on costs in global supply chains For exam

ple sanctions including oil embargos against Iran and spillover

effects of
political

turmoil in Syria could lead to higher oil pric

es and slowdown of economic activity

Within the Americas much in the U.S will depend on the

handling of the fiscal cliff which if it takes place would result

in expiration of broad-based personal income tax cuts and im

plementation of federal spending cuts These in turn could

lead to recession in the U.S Some support for the economy

will come from the Federal Reserve Bank QE3 the decision of

the Federal Reserve to make monthly purchases of mortgage-

backed securities worth US$40 billion should lower longer-

term interest rates and support investment spending and the

real estate market in 2013 Latin America is expected to profit

from reacceleration of growth in Brazil which should benefit

from the expansive monetary policy of the Brazilian Central

Bank Beyond that Brazils planned investments related to the

upcoming World Cup in 2014 and the Olympic Games in 2016

should provide strong fiscal stimulus

In Asia China and India continue to be major growth engines

The increase in government spending should help Chinas

economy counteract the negative effect of low export de

mand Growth in Asia is also supported by other fast-growing

countries including Indonesia and Vietnam whose production

should expand by 5% to 6% in the coming years The outlook

for Japan is less optimistic For 2013 growth will slow down

again as consumer spending is still subdued arid deflation risk

has increased again India could benefit from its announced

macroeconomic reform package The Indian rupee which lost

25% of its value between July 2011 and September 2012 stabi

lized after the announcement The underdeveloped infrastruc

ture of the country is still major risk for industrial growth

Major grid failures due to persistent energy supply-demand

gap can severely hurt economic activity

All in all growth in global GDP is expected to gradually go back

to the pre-crisis trend of around 3.5% in 2014 Nevertheless the

financial crisis in the advanced economies will have lasting

effect For example there remain significant downside risks of

new escalation of the European sovereign debt crisis On the

other hand fast resolution of the crisis could bring growth

back to trend sooner than expected

Gross fixed investments in real terms are expected to grow

faster than GDP in both 2013 and 2014 On global basis IHS

Global Insight is estimating 4.2% growth in gross fixed invest

ments in 2013 and 5.7% growth in 2014 In both years the Asia

Australia and Americas regions are expected to achieve clear

growth in gross fixed investments while the Europe C.l.S

Africa Middle East region is lagging behind mainly due to low

investment levels in Europe

Manufacturing value added in real terms is also projected to

grow somewhat faster than GDP On global basis IHS Global

Insight is estimating 3.7% growth in manufacturing value add

ed in 2013 and 4.6% growth in 2014 Clear growth above the

global average is expected in the Asia Australia region Growth

in the Americas and Europe C.I.S Africa Middle East particu

larly
in Europe is expected to be markedly slower than in Asia

Australia

The forecasts presented here for gross domestic product gross

fixed investment and manufacturing value are based on re

port from IHS Global Insight dated October 15 2012 Siemens

has not independently verified this data

C.9.1.2 MARKET DEVELOPMENT

We expect the growth of markets served by our Energy Sector

to recover somewhat from the downturn in fiscal 2012 and to

return to moderate growth in the fiscal years 2013 and 2014 On

an overall basis we expect generally strong demand from

emerging markets which continue to expand their power infra

structures and from developed economies which need to

modernize their aging energy infrastructures and have com

mitted to implementing environment-friendly energy policies

Overall the global market development or Energy depends to

large degree on resolution of the sovereign debt crisis in

number of developed countries Nevertheless for fiscal year

2013 we expect the fossil power generation market to return to

prior levels For the wind onshore market we expect flat de

velopment with the regions Europe C.I.S Africa Middle East

and Asia Australia offsetting drop in demand in the U.S Off

shore wind markets are expected to regain growth momentum

following slack demand in fiscal 2012 Price pressure is expect

ed to remain very strong The energy transmission markets are

expected to grow moderately over the next two fiscal years
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For the next two fiscal years we expect the healthcare markets

in which our Healthcare Sector participates to expand moder

ately but below the long-term growth rates anticipated for this

industry Public healthcare systems have been under cost pres

sure for some time and this situation is likely to continue

while governments address their high sovereign debt levels

particularly in the U.S and the Eurozone In the U.S health

care reform was enacted in the spring of 2010 In particular in

connection with this reform it is currently expected that an

excise tax will be charged on certain medical devices from

2013 onwards Siemens believes that this tax will impact all

businesses except of Audiology continuing trend towards

Accountable Care is driving provider consolidation and closer

alignment between hospitals and physicians Emerging mar

kets will continue to be growth driver particularly China with

double digit growth rates In Europe we expect overall at best

flat market environment

Due to an uncertain economic outlook the Industry Sector ex

pects that most of its customers will continue to invest cau

tiously in fiscal 2013 In the years ahead we expect markets in

cluding those served by the Industry Automation Division and

certain businesses within the Drive Technologies Division to

return to their long-term moderate growth rates The excep

tion is the still relatively small but dynamic market segment for

industrial IT which we expect to grow significantly faster In

emerging markets we expect that Industry customers will

continue to expand and modernize their production capabili

ties rn developed economies we expect that our customers

will focus on modernizing their production facilities though

the actual development of investments may differ by country

and industrial market segment

Worldwide markets for solutions provided by our Infrastruc

ture Cities Sector benefit from the long-term global trend to

wards urbanization We expect the Sectors markets to grow

moderately in fiscal 2013 including large infrastructure proj

ects in rail systems We anticipate that this will include bal

anced growth across our reporting regions in fiscal 2013 For

fiscal 2014 we expect slowdown in growth While the Amen

cas and Asia Australia are expected to continue their moder

ate growth demand in Europe C.I.S Africa Middle East is ex

pected to decline due mainly to declining demand in Europe

We expect that growth in the rail transportation and logistics

markets in fiscal 2013 will benefit from large rail projects par

ticularly in the Europe C.I.S Africa Middle East region We ex

pect lower number of large projects in fiscal 2014 and an as

sociated slowdown in market growth Overall the develop

ment of the markets for products solutions and services for

rail transportation and logistics is largely driven by public

spending As customers in these markets usually have multi-

year planning and implementation horizons they tend to be

independent of short-term economic trends For the low and

medium voltage and smart grid markets we anticipate slight

growth in 2013 and somewhat faster growth in fiscal 2014 De

spite continued demand for energy efficiency solutions we ex

pect growth lit building and construction markets to slow

down in fiscal 2013 with some improvement in 2014 particu

larlyin the U.S

Following its reorganization at the beginning of fiscal 2012

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 influenced by the overall business development of the

markets served by the four Sectors

C.9.1.3 SIEMENS GROUP
Results of operations

We are basing our outlook for the Siemens Group and its seg

ments on the above-mentioned expectations regarding the

overall economic situation and specific market conditions over

the next two fiscal years The outlook is based also on an ex

change rate of US$1.25 per We further expect that results for

fiscal 2013 and particularly fiscal 2014 will be influenced by

Siemens 2014 our company-wide program for improving

profitability in our Sectors through cost reduction strengthen

ing core activities improving our go-to-market setup optimiz

ing our corporate infrastructure and simplifying our gover

nance Specific expectations related to Siemens 2014 are de

tailed in the paragraphs below

We expect that revenue in fiscal 2013 will approach the level

reached in fiscal 2012 on an organic basis We expect revenue

development to benefit from conversion of our order backlog

defined as the sum of order backlogs of our Sectors of 98
billion as of September 30 2012 From this backlog we expect

to convert approximately 41 billion of past orders into current

revenue in fiscal 2013 and approximately 23 billion into reve

nue in fiscal 2014 Within these numbers for fiscal 2013 we ex

pect approximately 21 billion in revenue conversion from the

55 billion backlog of the Energy Sector approximately 10 bil

lion in revenue conversion from the 24 billion backlog of In

frastructure Cities approximately billion in revenue con

version from the 11 billion backlog of Industry and approxi

mately billion in revenue conversion from the billion

backlog of Healthcare Based on an expected overall improve

ment in the markets served by our Sectors we expect revenue

to return to moderate growth in fiscal 2014 We also expect rev

enue from emerging markets which accounted for 33% of total

revenue in fiscal 2012 to grow faster than overall revenue in

the coming two fiscal years
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We expect that the revenue growth rate for our Environmental

Portfolio will be higher than for Siemens overall in fiscal 2010

we set ourselves the goal to increase revenue from our Environ

mental Portfolio to more than 40 billion in fiscal 2014 up from

33 billion in fiscal 2012 Due to the planned disposals men
tioned earlier including OSRAM the Water Technologies Busi

ness Unit and our solar business we believe it will be much

more challenging to achieve this goal For further information

see -- C3.2.3 iNDUSTRY and C.3.2.1 ENERGY respectively

The goal of the Siemens 2014 program mentioned above is to

raise our Total Sectors profit margin to at least 12% by fiscal

2014 To achieve this goal we are targeting productivity gains

totaling approximately billion over the next two fiscal years

In the area of cost reduction we intend to derive approximately

billion from better integrating engineering purchasing and

production processes and overall material productivity approxi

mately billion from further improving global capacity utiliza

tion and presence and approximately billion from improving

efficiency and quality in production processes and project exe

cution The remaining portion of the productivity gains is spread

over number of smaller topics including our go-to-market set

up worldwide infrastructure and governance processes

To achieve the targeted results our Sectors are undertaking

broad range of measures expected to lead to charges totaling

up to 1.5 billion over the next two fiscal years We anticipate

recording approximately 1.0 billion of these charges in fiscal

2013 and the balance in fiscal 2014 The Total Sectors profit

margin target of at least 12% mentioned above takes into con

sideration number of expectations for fiscal 2014 including

moderate revenue growth all four sectors in their EBITDA mar

gin ranges due in part to the productivity gains described

above pricing pressure in the range of 2.5% to 3.0% per year

and moderate cost increases including wage developments In

addition we expect that influences on profitability from acqui

sitions and disposals will be broadly offsetting over the next

two fiscal years We expect acquisitions to be highly accretive

to profitability in the medium term

For fiscal 2013 we expect income from continuing opera

tions in the range from 4.5 to 5.0 billion including the ef

fect of early adoption of International Accounting Standard 19

Revised LAS 19R Based on our above-mentioned goal of To

tal Sectors profit margin of at least 12% by fiscal 2014 we ex

pect fiscal 2014 income from continuing operations to show

strong improvement compared to fiscal 2013 This forecast ex

cludes impacts related to legal and regulatory matters and sig

nificant portfolio effects

Results of operations in fiscal 2013 will include adoption of lAS

19R We anticipate that LAS 19R will significantly impact Income

To our Shareholders

from continuing operations due primarily to an increase in cen

trally carried pension expense within Corporate items and

pensions We adopted lAS 19R after the close of fiscal 2012 on

retrospective basis On preliminary basis had lAS 19R been ap

plied in fiscal 2012 the impact on Income from continuing op
erations for fiscal 2012 would have been approximately

negative 0.3 billion after tax resulting in Income from continu

ing operations of approximately 4.9 billion for fiscal 2012 For

fiscal 2013 we expect pension expense on similar level com

pared to fiscal 2012 including the effect of LAS 19R in both years

We are exposed to currency translation effects involving the

US$ British and currencies of emerging markets such as

China India and Brazil We expect volatility in global currency

markets to continue in fiscal 2013 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 adaptation of our production facil

ities 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 2013 see -- NOTE TI IN D.C NOTES TO cow

SOUDATSO FINANCIAl STATEMENTS We expect these steps to help

to limit effects on income related to currency in fiscal 2013

Our most important financial goal is capital efficiency which

we measure in terms of adjusted return on capital employed

ROCE adjusted Due mainly to our expectations regarding

the development of income from continuing operations we

expect ROCE adjusted on continuing basis around the lower

end of our target range of 15% to 20% in fiscal 2013 and in the

upper half of the range in fiscal 2014 This expectation ex

cludes significant portfolio effects in particular potential ac

quisitions which may substantially increase our capital em
ployed and therefore reduce ROCE For further information see

-- FINANCIAL PERFORMANCE MEASURES

We intend to continue providing an attractive return to share

holders In the years ahead we intend to propose dividend

payout which combined with outlays for share buybacks dur

ing the fiscal year results in sum representing 40% to 60% of

Net income which for this purpose we may adjust to exclude

exceptional non-cash effects

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 2013 and 2014 to be burdened by

substantial cash outflows related to the program-related charg

es included in our Siemens 2014 program as discussed above

For Free cash flow we anticipate that the recent trend of some-
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what lower prepayments will continue as customers seek to

maintain their liquidity Along with these effects we expect

continued significant outflows for investing activities in the

next two years SFS intends to continue with its growth strate

gy focused on the business areas of our Sectors Furthermore

we expect significant outflows for strengthening our core ac

tivities in connection with Siemens 2014 This already in

cludes our previously announced acquisition of LMS for ap

proximately 0.7 billion For comparison we spent 1.3 billion

for acquisitions in fiscal 2012 Among the planned dive stments

mentioned above the intended method of divesting OSRAM

through spin-off of the majority of shares to shareholders in

fiscal 2013 will have no cash impact on our financial position

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 will re

tain our stringent approval process for capital investments

which goes up to the Managing Board For further informa

tion see -- c4A CAPITAL RESOURCES AND REQUIREMENTS

In the area of investment planning we expect to continue in

vesting in our established markets such as to safeguard mar

ket share and competitive advantages based on technological

innovation We will also continue investing in emerging mar

kets such as for increasing our capacities for designing manu

facturing and marketing new solutions within these markets

With regard to capital expenditures of our Sectors in property

plant and equipment and intangible assets we expect fiscal

2013 spending on the level of fiscal 2012

Energy plans to invest mainly in innovation and in expanding

its global footprint to secure organic growth and competitive

ness by achieving cost leadership These investments include

further spending in the extension of capacities and facilities

such as for the technology-driven wind power market particu

larly in northern Europe The Healthcare Sector continues to

invest in property plant and equipment and intangible assets

including developing and implementing software and IT solu

tions relating mainly to the medical imaging therapy systems

and laboratory diagnostics businesses The Industry Sector in

tends with its investments mostly to strengthen its regional

footprint in emerging markets This includes further invest

ments in replacing products and ramping up capacities partic

ularly at Industry Automation in China and implementing ad

ditional productivity measures particularly at Drive Technolo

gies The Infrastructure Cities Sector plans to strengthen its

regional footprint in emerging markets and its position in fast-

growing market segments This includes innovation projects

at low- and medium-voltage as well as investments related to

larger projects at Rail Systems

With our ability to generate positive operating cash flows our

total liquidity of 11415 billion as of September 30 2012 our

6.8 billion in undrawn lines of credit and 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 op
erating and SFS financing 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

For the medium-term we set ourselves target for our capital

structure defined as the ratio of adjusted industrial net debt

to adjusted EBITDA We seek to achieve ratio in the range of

0.5 to 1.0 In fiscal 2012 we exercised the
flexibility built into

our capital structure for achieving other goals including share

buybacks resulting in ratio of 0.24 We expect to increase

this ratio during the next two fiscal years

C.9.1.4 SEGMENTS

As for the Group our outlook for our segments is based on the

above-mentioned expectations regarding the overall economic

situation and specific market conditions over the next two

fiscal years

For fiscal 2013 we expect orders to increase on an organic ba

sis year-over-year We expect Total Sectors organic revenue in

2013 to approach the level reached in fiscal 2012 In particular

we expect revenue decline in Energy due in part to order de

velopment in fiscal 2012 when the Sectors book-to-bill ratio

was below one We anticipate that challenging market en

vironment will continue to hold back revenue development in

Industry Revenue in fiscal 2013 is expected to rise slightly

year-over-year in Healthcare and Infrastructure Cities While

we expect Total Sectors organic revenue to return to moderate

growth in fiscal 2014 this expectation is dependent particular

ly on businesses that are sensitive to short-term changes in

the economic environment

Overall volume development in our Sectors in the next two

fiscal years is expected to include pricing pressure particularly

in Healtltcare and Energy We expect pricing pressure in fiscal

2013 to be at level similar to fiscal 2012

We expect Total Sectors profit in fiscal 2013 to be impacted

by the charges mentioned above related to the Siemens 2014

program totaling approximately 1.0 billion Including their

respective portions of these charges profit
at Industry and
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InfrastructureCities is expected to decline year-over-year We

expect profit at Energy to increase year-over-year despite pro

gram-related charges because the basis of comparison in

fiscal 2012 includes substantial profit impacts related to large

complex projects and change in credit risk assessment for

Iran We expect that 1-Iealthcare will increase its profit year

over-year despite further charges related to its Agenda 2013

initiative in part because the Sector will benefit from the ini

tiatives productivity measures which have been implemented

from the beginning of fiscal 2012

Looking ahead to fiscal 2014 we expect all four Sectors to in

crease their profit compared to fiscal 2012 as part of our inten

tion to raise our Total Sectors profit margin to at least 12% by

fiscal 2014 We anticipate that these results will be based most

ly on the productivity improvements we intend to achieve with

the Siemens 2014 program combined with sharply lower

program-related charges in fiscal 2014 compared to fiscal 2013

As part of One Siemens we have defined adjusted E8JTDA

margin corridors for the respective industries of our four Sec

tors which the Sectors seek to achieve and maintain through

out the complete business cycle For further information see

-.-- C.2 FINANCIAL PFRIORMANCE MEASURES For Energy the margin

corridor is 10% to 15% for Healthcare the margin corridor is

15% to 20% for Industry the margin corridor is 11% to 17% and

for Infrastructure Cities the margin corridor is 8% to 12% De

spite the substantial charges we expect in fiscal 2013 related to

the Siemens 2014 program we expect that only Infrastruc

ture Cities will remain below its corridor in fiscal 2013 Based

on anticipated productivity improvements we expect all four

Sectors to be within their EBITDA corridors by fiscal 2014

We expect that Equity Investments will result in substantially

lower losses in fiscal 2013 compared to fiscal 2012 which was

impacted by charges largely related to the repositioning mea

sures at NSN mentioned above We expect these charges to be

substantially lower in the next two years

In the next two fiscal years SFS intends to continue to expand

its efforts to meet the growing demand for financial solutions

particularly with regard to the business-to-business area that

involves 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 continue to

reach this range in both fiscal 2013 and 2014 With regard to

profit defined as income before income taxes we anticipate

that fiscal 2013 profit will be slightly below the level of fiscal

2012 which included gain of 78 million on the sale of an in

vestment

We expect that SRE will continue with real estate disposals de

pending on market conditions as it has in the past two years

We expect results from Corporate items and pensions in fiscal

2013 to be approximately negative billion

C.9.1.5 OVERALL ASSESSMENT

In fiscal 2013 Siemens begins implementation of Siemens

2014 company-wide program supporting our One Siemens

framework for sustainable value creation The goal of the pro

gram is to raise our Total Sectors profit margin to at least 12%

by fiscal 2014

In the first year of the program we expect moderate order

growth and revenue approaching the level of fiscal 2012 both

on an organic basis We expect income from continuing opera

tions in the range from 4.5 to 5.0 billion including the ef

fect of retrospective adoption of lAS 19R This includes charges

totaling approximately 1.0 billion for program-related produc

tivity measures in the Sectors with the productivity gains real

ized in our results for fiscal 2014

This outlook is based on number of conditions notably that

revenue develops as expected particularly for businesses that

are sensitive to short-term changes in the economic environ

ment Furthermore it excludes impacts related to legal and

regulatory matters and significant portfolio effects Overall

the actual development for Siemens and its Segments may

vary positively or negatively from our expectations due to the

risks and opportunities described below See -- C.9.3 RISKS as

well as C.9.4 OPPORTUNITIES This report on expected devel

opments should be read in conjunction with --- c.iz NoTes io
FORWARD-LOOKING STATEMENTS

C.9.2 Risk management

C.9.2.1 BASIC PRINCIPLES

OF THE 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
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C.9.2.2 ENTERPRISE RISK MANAGEMENT PROCESS

We have implemented and coordinated set of risk manage

ment and control systems which support us in the early recog

nition of developments jeopardizing the continuity of our

business The most important of these systems include our en

terprise-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 business

decisions while management reporting is intended to enable

us to monitor such risks more closely as our business pro

gresses Our internal auditors regularly review the adequacy

and effectiveness of our risk management system According

ly if deficits are detected it is possible to adopt appropriate

measures for their elimination This coordination of processes

and procedures is intended to help ensure that the Managing

Board and the Supervisory Board are fully informed about sig

nificant risks in timely manner

Risk management at Siemens is based on comprehensive in

teractive and management-oriented Enterprise Risk Manage

ment ERM approach that is integrated into the organization

and that addresses both risks and opportunities Our ERM ap

proach is based on the worldwide accepted Enterprise Risk

Management Integrated Framework 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 reli

ability of its financial reporting as well as compliance with rel

evant 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 operational

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 combining

elements of both top-down and bottom-up approaches 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 time

ly manner Relevant risks and opportunities are prioritized in

terms of impact and likelihood considering quantitative

and/or qualitative perspectives The bottom-up identification

and prioritization process is supported by workshops with the

respective management of the Sector SFS SRE regional Clus

ter and Corporate Unit organizations This top-down element

ensures that potential new risks and opportunities are dis

cussed at the management level and are included in the sub-

sequent reporting process if found to be relevant Reported

risks and opportunities are analyzed regarding potential cumu
lative effects and are aggregated at Sector SF5 SRE regional

Cluster and corporate level

Responsibilities are assigned for all relevant risks and opportuni

ties 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 opportunity in

volves deciding upon one of our general response strategies or

combination of them Our general response strategies with re

spect to risks are avoidance transfer reduction or acceptance of

the relevant risk Our general response strategies with respect to

opportunities are partial or complete realization of the relevant

opportunity In second step responsibility for risk or opportu

nity also involves the development initiation and monitoring of

appropriate response measures corresponding to the chosen re

sponse strategy These response measures have to be specifical

ly tailored to allow for effective risk management Accordingly

we have developed variety of response measures with different

characteristics For example we mitigate the risk of fluctuations

in currency and interest rates by engaging in hedging activities

Regarding our long-term projects systematic and comprehen

sive 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 main

tain appropriate insurance levels for potential cases of damage

and liability risks in order to reduce our exposure to such risks

and to avoid or minimize potential losses Among others we ad
dress the risk of fluctuations in economic activity and customer

demand 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

C.9.2.3 RISK MANAGEMENT ORGANIZATION

AND RESPONSIBILITIES

To oversee the ERM process and to further drive the integration

and harmonization of existing control activities to align with le

gal and operational requirements the Managing Board estab

lished Corporate Risk and Internal Control Department head

ed by the Chief Risklnternal Control Officer and Corporate

Risk and Internal Control Committee CRIC The CRIC obtains

risk and opportunity information from the Risk Committees es

tablished at the Sector SFS SRE and regional 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 op

portunity situation The CRIC reports to and supports the Man

aging Board on matters relating to the implementation opera

tion and oversight of the risk and internal control system and
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OPERATIONAL AND ORGANIZATIONAL STRUCTURE OF THE ENTERPRISE RISK MANAGEMENT ERM PROCESS
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assists the Managing Board in reporting to the Audit Commit

tee of the Supervisory Board The CRIC is composed of the Chief

RiskInternal Control Officer as the chairperson and mem
bers of senior management such as the Sector and SFS CEOs

the CFO of Siemens and selected Heads of Corporate Units

C.9.3 Risks

Below we describe the risks that could have material adverse

effect on our business our financial condition and results of

operations the price of our shares and American depository

shares ADS and our reputation The order in which the risks

are presented in each of the four categories reflects the cur

rently estimated relative exposure for Siemens associated 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 result in higher

negative impact on Siemens than risks currently considered to

entail higher risk exposure Additional risks not known to us

or that we currently consider immaterial 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

C.9.3.1 STRATEGIC RISKS

We operate in highly competitive markets which are

subject to price pressures and rapid changes The world

wide markets for our products and solutions are highly com

petitive in terms of pricing product and service quality devel

opment 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 slower growth which may increase in times of declining in

vestment activities and consumer demand We face strong

competitors 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 market oppor

tunities which in turn may negatively impact our market share

These factors alone or in combination may negatively impact

our business financial condition and results of operations

Our business financial condition and results of opera-

lions may be affected by the uncertainties of economic

and political conditions particularly in the current mac
roeconomie environment which is characterized by the

continuing crisis in financial markets and the potential

threat of global economic downturn Our business envi

ronment is influenced by conditions in the domestic and glob

al economies Since the second half of fiscal 2011 we have

seen high degree of volatility in the global financial markets

primarily as result of the ongoing Eurozone sovereign debt

crisis The uncertainty in the macroeconomic environment be

came more and more present in our business segments result

ing in more challenging overall business climate in fiscal

2012 Future economic developments and in consequence

the speed of macroeconomic growth and the sustainabiity of

our market environment are dependent upon the evolution of
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number of global and local factors such as the crisis in the

credit markets economic crises arising from sovereign debt

overruns and government budget consolidation measures re

lated thereto reduced levels of capital expenditures declining

consumer and business confidence increasing unemployment

in certain countries fluctuating commodity prices bankrupt

cies natural disasters political crises and other challenges

In light of the latest economic developments the high degree

of unemployment in certain countries the level of public debt

in the United States as well as in Greece Ireland Italy Spain

Portugal and other European countries uncertainties with re

spect to the
stability

of the emerging markets especially the

Chinese economy and the potential impact of budget consoli

dation 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

considerable uncertainties In general due to the significant

proportion of long-cycle businesses in our Sectors and the im

portance 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 Industry Automation and parts of

Drives Technologies as well as parts of the Power Grid Solu

tionsProducts Business within the Infrastructure Cities Sec

tor which are highly sensitive to volatility in market demand

lithe macroeconomic environment deteriorates further and if

we are not successful in adapting our production arid 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 including

those in the Middle East North Africa and other regions con

tinue to impact macroeconomic parameters and the interna

tional capital and credit markets The uncertainty of economic

and
political

conditions can have material adverse impact on

our business financial condition and results of operations and

can also make our budgeting and forecasting more difficult

Our business is affected by variety of market conditions and

regulations For example our Energy Sector is exposed to the

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 devel

opments and regulations in healthcare systems around the

world particularly in the important U.S healthcare market Our

industry Sector is vulnerable to unfavorable market conditions

in certain segments of the automotive and manufacturing in

dustries Our Infrastructure Cities Sector focuses among oth

er things on business with public authorities around the world

and is thus vulnerable to restrictions in public budgets

Our businesses must keep pace with technological

changes and develop new products and services to re

main competitive The markets in which our businesses op
erate experience rapid and significant changes due to the in

troduction 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 de

velop new technologies Introducing new products and tech

nologies requires significant commitment to research and

development which in return requires expenditure of consid

erable financial resources that may not always result in suc

cess Our sales and profitability may suffer if we invest in tech

nologies that do not operate or may not be integrated as ex

pected or that are not accepted in the marketplace as anticipat

ed or if our products or systems are not introduced to the

market in timely manner in particular compared to our com

petitors or become obsolete We constantly apply for new

patents and actively manage our intellectual property portfolio

to secure our technological position However our patents and

other intellectual property may not prevent competitors from

independently developing or selling products and services

similar to or duplicate of ours There can be no assurance that

the resources invested by us to protect our intellectual proper

ty will be sufficient or that our intellectual property portfolio

will adequately deter misappropriation or improper use of our

technology 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 problems Our op

erating 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 existing products As

one of the latest technology trends we carefully estimate the

potential and relevance of cloud computing We believe that

the potential and usage scenarios of this technology vary
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between our products solutions and services depending on

the degree of information technology utilized However we al

so believe that this trend needs to be monitored closely be

cause it might bear the potential to change the competitive

landscape Any inability to adapt to the factors aforementioned

could have material adverse 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 otrategic

alignments and cost-cutting initiatives We are in con

tinuous process of strategic alignments 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 activi

ties and manufacturing facilities and the streamlining of prod

uct portfolios are also part of these cost reduction efforts

These measures may not be implemented as planned may

turn out to be less effective than anticipated may only become

effective later than estimated or may not become effective at

all Each of these factors alone or in combination may nega

tively impact our business financial condition and results of

operations Any future contribution 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

areas and strengthening others through portfolio measures

including mergers and acquisitions

With respect to dispositions we may not be able to divest some

of our activities as planned and the d.ivestitures we do carry out

could have negative impact on our business financial condi

tion results oF operations and potentially our reputation For

example we have announced to divest OSRAM our solar busi

ness and the business activities included in the Industry Sec

tors Water Technologies Business Unit which as of September

302012 was part of the Industry Automation Division

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 successful

ly and as timely as originally planned or that they will perform

well once integrated In addition we may incur significant ac

quisition 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 if-

nancial leverage and our debt-to-equity ratio Acquisitions may

also lead to substantial increases in intangible assets includ

ing goodwill Our Statements of Financial Position reflects

significant amount of intangible assets including goodwill

Among our businesses the largest amount of goodwill is allo

cated to the Diagnostics Division and the Imaging Therapy

Division of the Healthcare Sector and the lndustryAutomation

Division of the Industry Sector In fiscal 2010 the annual test

for impairment 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

Sector an impairment of 1145 million was recognized to re

duce the carrying amount of goodwill If we were to encounter

continuing adverse business developments including negative

effects on our revenues profits or 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 other

wise to perform worse than expected at acquisition then

these intangible assets including goodwill might have to be

written off which could materially and adversely affect our

business financial condition and results of operations The

likelihood of such adverse business developments increases in

times of difficult or uncertain macroeconomic conditions

Our business financial condition and results of opera

tions may be adversely affected by our equity interests

other investments and strategic alliances Our strategy

includes strengthening our business interests through joint

ventures associated companies and strategic alliances Cer

tain of our investments are accounted for using the equity

method including among others NSN EN and BSH Further

more we hold other investments for example Atos S.A Any

factors negatively influencing the profitability of our equity

and other investments including negative effects on reve

nues profits or cash could have an adverse effect on our eq

uity pick-up related to these equity interests or may result in

write-off of these investments In addition our business if

nancial condition and results of operations could also be ad

versely affected in connection with loans guarantees or non

compliance with financial covenants related to these equity

and other investments Furthermore such investments are in

herently risky as we may not be able to sufficiently influence

corporate governance processes or business decisions taken

by our equity investments other investments and strategic al

liances that may have negative effect on our business In ad

dition joint ventures bear the risk of difficulties that may arise

when integrating people operations technologies and prod

ucts Strategic alliances may also pose risks for us because we

compete in some business areas with companies with which

we have strategic alliances
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We are subject to changes of regulations laws and poli

cies concerning our products As diversified company
with global businesses we are exposed to various product re

lated regulations laws and policies influencing our processes

Recently some jurisdictions around the world have adapted

certain regulations laws and policies requiring us to extend

our recycling efforts limit the sourcing and usage of certain

raw materials and request additional due diligences and dis

closures on sourcing and usage of the regulated raw materials

In particular there is new U.S legislation to improve transpar

ency and accountability concerning the sourcing of conflict

minerals from mines located in the conflict zones of the Dem
ocratic Republic of Congo DRC and its adjoining countries

The term conflict minerals currently encompasses tantalum

tin tungsten or their ores and gold Conflict minerals can be

found in vast array of products This U.S legislation requires

manufacturers such as us to investigate and disclose their

use of any conflict minerals originating in the DRC or adjoining

countries It also implements guidelines to assist the manufac

turer in preventing by way of performing due diligence in its

supply chain any such sourcing from potentially financing or

benefitting armed groups in this area We are currently evalu

ating the potential impact of and developing an implementa

tion strategy for the above-referenced legislation As we are

operating within highly complex value chains we may be re

quired to undertake significant due diligence process requir

ing considerable investments of human resources and financ

es in order to comply with the conflict minerals due diligence

and disclosure requirements If our sub suppliers are unable

or unwilling to provide us with requested information and to

take other steps to ensure that no conflict minerals financing

or benefitting armed groups in the DRC are included in miner

als or components supplied to us we may be forced to disclose

in our SEC filings about the use of conflict minerals in our sup

ply chain which may expose us to reputational risks In addi

tion since the applicability of the new conflict minerals legis

lation is limited to companies publicly listed in the U.S not all

of our competitors need to comply with this legislation or un
dertake similar efforts to disclose the usage of conifict miner

als If we are unable to achieve sufficient confidence along our

supply chain or if any of these risks or similar risks associated

with such kinds of regulations laws and policies were to mate

rialize our reputation business financial condition and re

suits of operations could be materially adversely affected

C.9.3.2 OPERATIONS RISKS

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 per

form portion of our business especially large projects under

long-term contracts that are awarded on competitive bidding

basis Some of these contracts are inherently risky because we

may assume substantially all of the risks associated with com

pleting the project and the post-completion warranty obliga

tions For example we face the risk that we must satisfy techni

cal 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 sometimes bear the risk of

unanticipated project modifications shortage of key personnel

quality problems financial difficulties of our customers cost

overruns or contractual penalties caused by unexpected tech

nological problems unforeseen developments at the project

sites unforeseen changes or difficulties in the regulatory or po
litical environment performance problems with our suppliers

subcontractors and consortium partners or other logistical dif

ficulties Certain of our multi-year contracts also contain de

manding installation and maintenance requirements in addi

tion to other performance criteria relating to timing unit cost

and compliance with government regulations requirements

which if not satisfied could subject us to substantial contrac

tual penalties damages non-payment and contract termina

tion There can be no assurance that contracts and projects in

particular those with long-term duration and fixed-price calcu

lation can be completed profitably

Increased IT security threats and higher levels of profes

sionalism in computer crime could pose risk to our sys

tems 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 attempt to

mitigate these risks by employing number of measures in

cluding employee training comprehensive monitoring of our

networks and systems and maintenance of backup and protec

tive systems such as firewalls and virus scanners To the extent

we employ service providers such as in the area of IT infra

structure we have contractual arrangements in place in order

to ensure that these risks are reduced in similar manner

Nonetheless our systems networks products solutions and

services as well as those of our service providers remain poten

tially vulnerable to attacks Depending on their nature and

scope such attacks could potentially lead to the leakage of con

fidential information improper use of our systems and net

works manipulation and destruction of data defective prod

ucts production downtimes and supply shortages which in

turn could adversely affect our reputation competitiveness

business financial condition and results of operations
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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 Operation

al failures in our value chain processes could result in quality

problems or potential product labor safety regulatory or envi

ronmental risks Such risks are particularly present in relation

to our production and construction facilities which are located

all over the world and have high degree of organizational and

tecimological complexity From time to time some of the prod

ucts we sell might have quality issues resulting from the de

sign or manufacture of such products or from the software in

tegrated into them Particularly our Healthcare Sector is subject

to requirements of the U.S Food and Drug Administration

which require certain efforts safeguarding our product quality

If we are not able to comply with these requirements our repu

tation competitiveness business financial condition and re

sults of operations may be adversely affected

Furthermore failures on the part of service providers we em

ploy such as in the area of IT may have an adverse effect on

our processes and operations and our ability to meet our com

mitments to customers or increase our operating costs Any

operational failures or quality issues could have material ad

verse effect on our business financial condition and results of

operations

We are dependent upon hiring developing and retain

ing highly qualified management and technical person

nel Competition for highly qualified personnel remains intense

in the industries and regions in which our business operates In

many of our business areas we intend to expand our business

activities for which we will need highly skilled employees Our

future success depends in part on our continued
ability to hire

integrate develop and retain engineers and other qualified per

sonnel 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 interruption of our supply chain including

the inability of third parties to deliver parts compo
nents and services on time and we may be subject to

rising raw material prices Our financial performance de

pends in part on reliable and effective supply chain manage

ment for components sub-assemblies and other materials Ca

pacity constraints and supply shortages resulting from ineffec

tive supply chain management may lead to delays and addi

tional 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 man-

ToourShareholders

ufacturing yields quality assurance product delivery sched

ules and costs The third parties that supply us with parts and

components also have other customers and may not have suf

ficient capacity to meet all of their customers needs including

ours during periods of excess demand Component supply de

lays can affect the performance of our Sectors Although we

work closely with our suppliers to avoid supply-related prob

lems there can be no assurance that we will not encounter

supply problems in the future or that we will be able to replace

supplier that is not able to meet our demand This risk is par

ticularly evident in businesses with very limited number of

suppliers Shortages and delays could materially harm our

business Unanticipated increases in the price of components

or raw materials due to market shortages or other reasons

could also adversely affect the performance of our Sectors

Furthermore we may be exposed to the risk of delays and in

terruptions of the supply chain as consequence of natural di

sasters in case we are unable to identify alternative sources of

supply in timely manner or at all general shortage of mate

rials components or sub-components as result of natural di

sasters also bears the risk of unforeseeable fluctuations in pric

es and demand which might adversely affect our results of op
erations

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 markets

and such volatility is expected to continue If we are not able to

compensate for our increased costs or pass them on to cus

tomers price increases could have material adverse impact

on our financial results In contrast in times of falling com

modity prices we may not fully profit from such price decreas

es 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 al

so adversely affect our business financial condition and re

sults of operations

C.9.3.3 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 in the U.S and as ex

ports from Europe In addition we are exposed to currency ef

fects involving the currencies of emerging markets in particu

lar the Chinese Yuan As result strong euro in relation to

the U.S dollar and other currencies could have an adverse im

pact on our revenues and results of operations Certain curren

cy risks as well as interest rate risks are hedged on Company-
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wide basis using derivative financial instruments Depending

on the development of foreign currency exchange and interest

rates our hedging activities could have significant effects on

our cash flow Our Sectors and Financial Services 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 do not qualify for hedge

accounting either and are subject to changes in interest rates

Accordingly exchange rate and interest rate fluctuations may

lead to higher volatility and adverse effects on our business fi

nancial conditions and results of operations strengthening

of the euro particularly against the U.S dollar may change

our competitive position as many of our competitors may ben

efit 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 adverse changes of fair market values of our financial

assets in particular concerning our derivative financial instru

ments In addition we see risk of widening credit spreads

leading to increasing refinancing costs if the Eurozone sover

eign debt crisis with its ongoing significant impact on global

financial markets and the European financial sector in particu

lar continues or even worsens Any such development could

also further increase the costs for buying protection against

credit risks due to potential increase of counterparty risks

Our future financing via Corporate Treasury may partidu

larly be affected by the uncertainty of economic conditions

and the development of capital and financial markets Our

Corporate Treasury is responsible for the financing of the Com

pany Negative developments in the foreign exchange money

or capital markets such as limited availability of funds partic

ularly U.S dollar funds may increase our overall cost of fund

ing The ongoing Eurozone sovereign debt crisis continues to

have an impact on global capital markets The resulting higher

risk awareness of governments lead to more regulations on

the use of financial instruments through the Regulation on

OTC derivatives central counterparties and trade repositories

European Market Infrastructure Regulation and ii other sim

ilar regulations in other jurisdictions which may have an im

pact on the future availability or the costs of adequate hedging

instruments for the company It may even lead to further regu

lation of the financial sector and the use of financial instru

ments Such further regulations could adversely influence our

future possibilities of obtaining debt financing and/or may sig

nificantly increase our refinancing costs Deteriorating credit

quality and/or default of business partners may adversely affect

our business financial conditions and results of operations

Downgrades of our ratings could increase our cost of

capital and could negatively affect our businesses Our

business financial condition and results of operations are in

fluenced 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 business financial conditions and results of

operations

Our financing activities subject us to various risks in

cluding credit interest rate and foreign exchange risk

We provide 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 credit risk by financing third-party equipment or by tak

ing direct or indirect participation in financings such as syndi

cated loans In part we take security interest in the assets we

finance orwe 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 decline in the fair market values of assets deriv

ative instruments as well as collateral resulting in losses

which could have an adverse effect on our business financial

condition and results of operations

Our business financial condition and results of opera

tions may be adversely affected by several parameters

influencing the funded status of our pension benefit

plans The funded status of our pension plans may be affected

by an increase or decrease 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 ac

tuarial valuations which rely on statistical and other factors in

order to anticipate future events These factors include key

pension plan valuation assumptions such as the discount rate

rate of future compensation increases and pension progres

sion Actual developments may differ from assumptions due to

changing market and economic conditions thereby resulting

in an increase or decrease in the DBO Significant movements

in financial markets or change in the portfolio mix of invest

ed assets could result in corresponding increases or decreases

in the value of plan assets particularly equity securities Also
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changes in pension plan assumptions could affect net periodic

pension cost For example change in discount rates may re

suit in changes in the net periodic benefit cost in the following

financial year In order to comply with local pension regula

tions in selected foreign countries we may face risk of in

creasing cash outflows to reduce an underfunding of our pen

sion plans in these countries if any Furthermore changes in

the accounting pronouncements concerning pensions could

require adaptations in the way pension obligations are record

ed in our Consolidated Financial Statements and thus could

have adverse effects on our business financial conditions and

results of operations

For further information on financial risks and financial risk

management see wors IN 0.6 NOTES TO coNsouofkTEo FINAT4-

OAt STATEMENTS

C.9.3.4 COMPLIANCE RISKS

We are subject to regulatory risks associated with our

international operations Protectionist trade policies and

changes in the political and regulatory environment in the

markets in which we operate such as foreign exchange import

and export controls tariffs and other trade barriers and price

or exchange controls could affect our business in several na

tional 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 uncertain

ty of the legal environment in some regions could limit our

ability to enforce our rights For example as globally operat

ing organization we conduct business with customers in

countries that are subject to export control regulations embar

goes sanctions or other forms of trade restrictions imposed by

the U.S the European Union or other countries or organiza

tions The sanction regime against Iran was recently tightened

further following the approval of the Council Regulation EU
No 267/2012 on March 23 2012 concerning restrictive mea

sures against Iran and repealing Regulation EU No 961/2010

and the Implementing Regulation EU No 945/2012 dated Oc

tober 15 2012 that built thereupon which lists 34 additional

companies and institutions primarily from the Oil and Gas in

dustry sector In addition the signing into law of the Ameri

can Iran Threat Reduction and Syria Human Rights Act of 2012

on August 10 2012 tightens the restrictions on the ability of

non-U.S companies to do business or trade with Iran and Syria

and imposes additional disclosure obligations As described in

more detail under c.3i.i Nw oeoees ANt REVENUE we have

issued and regularly update restrictive internal guidelines

governing business with customers in Iran We may however

still conduct certain business activities and provide products

and services to customers in Iran under limited circumstances

Although we believe that our business activities have not had

material negative impact on our reputation or share value

we cannot exclude any such impact in the future New or tight

ened export control regulations sanctions embargos or other

forms of trade restrictions imposed on Iran Syria or on other

sanctioned countries in which we do business may result in

curtailment of our existing business in such countries and in

an adaptation of our policies In addition the termination of

our activities in Iran Syria or other sanctioned countries may

expose us to customer claims and other actions

We expect that sales to emerging markets will continue to ac

count for an increasing portion of our total revenue as our busi

ness naturally evolves and as developing nations and regions

around the world increase their demand for our offering

Emerging market operations involve various risks including

civil unrest health concerns cultural differences such as em

ployment and business practices volatility in gross domestic

product economic and governmental instability the potential

for nationalization of private assets and the imposition of ex

change controls The Asian markets in particular are important

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 par

ticularly 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 expected If any of these risks or

similar risks associated with our international operations were

to materialize our business financial condition and results of

operations could be materially adversely affected

Current and future investigations regarding allegations

of public corruption and other illegal acts could have

material adverse effect on our business financial condi

tion and results of operations the price of our shares

and American depository shares ADS and our reputa

tion We engage in substantial amount of business with gov

ernments and government-owned enterprises around the

world We also participate in number of projects funded by

government agencies and intergovernmental and suprana

tional 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 ability to do

business with these or other organizations Corruption and re

lated proceedings may lead to criminal and civil fines as well as

penalties sanctions injunctions against future conduct profit

disgorgements disqualifications from directly and indirectly en

gaging 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 liabilities arising
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in connection with such investigations and proceedings includ

ing potential tax penalties Moreover any findings related to

public corruption that are not covered by the 2008 and 2009

corruption charge settlements which were concluded with

American and German authorities may endanger these further

monitors could be appointed to review future business practices

and we may otherwise be required to further modify our busi

ness practices and our compliance program

Our involvement in ongoing and potential future corruption

proceedings could damage our reputation and have an adverse

impact on our ability to compete for business from public and

private sector customers around the world If we or our subsid

iaries 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 par

ticipate in business with governments or intergovernmental

organizations and may result in our formal exclusion from

such business Even if we are not formally excluded from par

ticipating in government business government agencies or

intergovernmental or supranational organizations may infor

mally 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 NOTE its D.C NOTES

ro CONSOUDArED FINANCIAL STATEMENTS we or our subsidiaries

have in the past been excluded or currently are excluded from

some contracting including with governments development

banks and multilateral financial institutions as result of find

ings of corruption or other misconduct Ongoing or potential

future investigations into allegations of corruption could also

impair existing relationships with and our ability to acquire

new private sector business partners For instance such in

vestigations may adversely affect our ability to pursue poten

tially important strategic projects and transactions such as

strategic alliances joint ventures or other business combina

tions or could result in the cancellation of certain of our exist

ing contracts and third parties including our competitors

could initiate significant third-party litigation

In addition future developments in ongoing and potential

future investigations such as responding to the requests of

governmental authorities and cooperating with them could

divert managements attention and resources from other is

sues facing our business The materialization of any of these

risks could have material adverse effect on our business fi

nancial condition and results of operations the price of our

shares and ADS and on our reputation

Our business financial condition and results of opera
tions could suffer as result of current or future litiga

tion We are subject to numerous risks relating to legal gov
ernmental and regulatory proceedings to which we are cur

rently party or to which we may become party in the future

We routinely become subject to legal governmental and regu

latory investigations and proceedings involving among other

things requests for arbitration allegations of improper deliv

ery of goods or services product liability product defects qual

ity problems intellectual property infringement non-compli

ance with tax regulations andor alleged or suspected viola

tions of applicable laws In addition we may face further claims

in connection with the circumstances that led to the corruption

charges For additional information with respect to specific pro

ceedings see NOTE 255 IN 0.6 NOTES TO CONSOLItWED 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 our

selves against the underlying allegations Under certain cir

cumstances we record provision for risks arising from legal

disputes and proceedings In addition we maintain
liability in

surance for certain legal risks at levels our management be

lieves are appropriate and consistent with industry practice

Our insurance policy however does not protect us against rep
utational 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 adequate insurance coverage on com

mercially reasonable terms in the future Each of these risks

may have material adverse effect on our business financial

condition and results of operations and our provisions for le

gal proceedings-related losses may not be sufficient to cover

our ultimate losses or expenditures

Examinations by tax authorities and changes in tax reg
ulations could adversely affect our business financial

condition 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 materi

ally impact our tax receivables and liabilities as well as deferred

tax assets and deferred tax liabilities In addition the uncertain

tax environment in some regions could limit our ability to en
force our rights As globally operating organization we con

duct business in countries subject to complex tax rules which

may be interpreted in different ways Future interpretations or

developments of tax regimes may affect our tax liability return

on investments and business operations We are regularly ex

amined by tax authorities in various jurisdictions
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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 suppliers or

service providers whose activities maybe attributed to us Any

such violations expose us to the risk of liability reputational

damage or loss of licenses or permits that are important 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 example we are re

quired to bear environmental clean-up costs mainly related to

remediation and environmental protection liabilities which

have been accrued based on the estimated costs of decommis

sioning facilities for the production of uranium and mixed-ox

ide fuel elements in Hanau Germany as well as nuclear re

search and service center in Karistein Germany For further in

formation see tsore 24 IN 0.6 NO1ES To CONSOLIDATED EftIAN

CIAL STATEMENTS Under certain circumstances we establish

provisions for environmental risks With regard to certain envi

ronmental risks we maintain
liability insurance at levels that

our management believes are appropriate and consistent with

industry 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 addi

tion our provisions for environmental liabilities may not be

sufficient to cover our ultimate losses or expenditures result

ing therefrom

C.9.4 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 Below we describe our most significant opportuni

ties The order in which the opportunities are presented re

flects the currently estimated relative exposure for Siemens as

sociated with these opportunities and thus provides an indica

tion of the opportunities current importance to us Neverthe

less opportunities currently considered to entail lower

opportunity exposure could potentially result in higher posi

tive impact on Siemens than opportunities currently consid

To our Shareholders

ered to entail higher opportunity exposure The described

opportunities are necessarily not the only ones we encounter

In addition our assessment of opportunities is subject to

change as our Company our markets and technologies are

constantly developing As consequence new opportunities

may arise existing opportunities may cease to be relevant or

the significance of an opportunity may change Generally op
portunities are assessed to the best of our knowledge consid

ering certain assumptions including market development

market potential of technologies or solutions and anticipated

developments 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

assumptions It is also possible that opportunities we see to

day will never materialize

Through selective acquisitions equity investments and

partnerships we constantly strive to strengthen our

leading technology position open up additional poten

tial markets or further develop our product portfolio We

constantly monitor our current and future markets for oppor

tunities for strategic acquisitions equity investments or part

nerships to complement organic growth Such activities could

help us to strengthen our market position in our existing mar

kets provide access to new markets or complement our tech

nological portfolio in selected areas

We particularly see further opportunities in the above-

average growth potential of emerging markets It is ex

pected that in coming years emerging markets will continue to

grow significantly faster than industrialized nations led by

strong growth in the BRIC countries Brazil Russia India and

China as well as by growth opportunities in the second wave

emerging markets like Chile Indonesia Mexico Poland or Tur

key Within One Siemens we want to take measures aimed at

continuously 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 en
hance 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

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 such as the BRIC coun

tries and other emerging markets as well as the Middle East
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could enable us to reduce costs and to streng-then our global

competitive position in particular compared to competitors

based in countries with more favorable cost structure

We constantly strive to develop now 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 ct-..i GLOIfAL

MEGAInENDS For instance starting with fiscal 2012 we extend

ed our solution portfolio in exploiting the future infrastructure

spending of the customer group Cities by bundling our com

petencies and providing innovative and customized city con

cepts for the relevant city stakeholders in our Sector Infrastruc

ture Cities In this area we believe to haven taken competi

tive lead in servicing this client base Our approach is based on

global network of city account managers allowing us to lever

age the ability to replicate successful city solutions arid the ca

pability of delivering both unbundled and packaged city solu

tions by integrating one or all of the competencies of our dif

ferent business areas

We are in the process of continuously developing and

inipiernenting initiatives to reduce costs adjust capaci

ties improve our processes and streamline our portfolio

In an intensified competitive market environment competi

tive cost structure complements the competitive advantage of

being innovative We believe that further improvements in our

cost position strengthen our global competitive position and

secure our market presence against emerging and incumbent

competitors For example we expect to create sustainable val

ue from productivity measures in the Sectors in connection

with Siemens 2014 as mentioned earlier company-wide

program supporting our One Siemens framework

We have an opportunity to further grow in the area of

environment and climate protection Many of the key ar

eas of our research and development activities focus on prod

ucts and solutions capable of strengthening arid advancing

our Environmental Portfolio Our Environmental Portfolio com

prises products and solutions with outstanding energy effi

ciency systems and components for renewable forms of ener

gy and other environmental technologies These products and

solutions are intended to help our customers to reduce their

carbon dioxide footprint cut their energy 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 fur

ther information see C8.7 ENVIRONMENTAL PORTFOLIO

We see potentials in utilizing cross-collaboration among
our broad portfolio and global presence to offer more in

novative and holistic solutions Our technological and mar

ket experience across our Sectors and Cluster enables us to le

verage cross-divisional innovation or cross-regional solutions

to address the specific needs of our customers Complemented

by our Financial Services organization and its portfolio we be

lieve on further growth opportunities in our existing markets

and possibilities to explore new market opportunities

C.9.5 Significant characteristics of

the accountingrelated internal control

and risk management system

The following discussion describes information required pursu

ant to Section 289 and Section 315 no of the German

Commercial Code Handelsgesetzbuch 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 Combined Manage

ment Report are prepared in accordance with all relevant regu

lations

As described in the section c.a.t 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 account

ing-related perspective The accounting-related internal con

trol system control system implemented by us is based on In

ternal control Integrated Framework an internationally rec

ognized framework also developed by the COSO The two sys

tems are complementary as identified risks and for example

may reveal gaps in the control system that could be closed by

implementing new controls and closely monitoring them Con

versely monitoring 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-Oxley Act Under

these procedures necessary controls are defined documented

in accordance with uniform standards and tested regularly

Our management is responsible for establishing and maintain

ing adequate internal control over financial reporting At the

end of each fiscal year our management performs an evalua
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tion 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 302012 Nevertheless 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 the

Combined Management Report Where necessary our Financial

Reporting Guidelines and the chart of accounts are adjusted ac

cordingly In quarterly closing letters accounting departments

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 respective closing pro

cesses The conceptual framework the communicated dead

lines and monitoring of compliance therewith aim to mitigate

the risk of Siemens not being able to prepare or publish its Con

solidated 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 individu

al subsidiaries In the field of accounting this organization pro

vides among other things services related to period-end clos

ing general ledger recording accounts receivable accounts

payable fixed assets and payroll matters Most of the subsidiar

ies make use of these services Furthermore other accounting

activities such as governance and monitoring related activi

ties are bundled 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 conceptual framework 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

The specialist skills required of employees involved in the ac

counting process are assessed when the employees are initially

selected thereafter the employees receive regular training As

fundamental principle at the different levels items must be

verified by at least one other person four eyes principle and

specific procedures must be adhered to for the authorization of

the data Additional control mechanisms include target-perfor

mance comparisons and analyses of the composition of and

changes in individual line items both in the closing data re

ported by units and in the Consolidated Financial Statements

Accounting-related IT systems provide for defined access rules

in order to ensure that accounting related data is protected

from unauthorized access use or modification Every unit in

cluded in our Consolidated Financial Statements is subject to

the rules and regulations of the Corporate Information Securi

ty 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 are supported by confirmations of management of entities

under their responsibility which confirm the accuracy of the if

nancial data they have reported to Siemens corporate headquar

ters and 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 effectiveness

of the control system the risk management system and the in

ternal audit system and the independent audit of financial

statements In addition it conducts an audit of the documents

related to the Stand-alone Financial Statements of Siemens AG
and the Consolidated Financial Statements and discusses the

Stand-alone Financial Statements of Siemens AG the Consoli

dated Financial Statements and Combined Management Re

port of these statements with the Managing Board and the in

dependent auditors
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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 au

dit function carries out audits with respect to compliance with

guidelines and the
reliability and functional operation of our

control system as well as the adequacy and effectiveness of

our risk management system

In addition and in accordance with the requirements of the

Sarbanes-Oxley Act we have rules for accounting-related com

plaints and Code of Ethics for Financial Matters to be certi

fied by the Chief Executive Officer the Chief Financial Officer

and the Head of our Financial Reporting and Controlling de

partment as well as other senior financial personnel con

cerned with the financial closing process

C.9.5.1 ADDITIONAL INFORMATION RELATED

TO THE STAND-ALONE FINANCIAL STATEMENTS

OF SIEMENS AG GERMAN COMMERCIAL CODE
Siemens AG as the parent company of the Siemens Group is in

tegrated into the company-wide accounting-related internal

control system described above Generally the information set

out above also applies for Stand-alone Financial Statements of

Siemens AG prepared in accordance with the German Com
mercial Code

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 regulations by means of rec

onciliation at account level Accordingly accurately deter

mined IFRS closing data also forms an important basis for the

Stand-alone Financial Statements of Siemens AG In the case

of Siemens AG and other group companies required to prepare

financial statements in accordance with German Commercial

Code the conceptual framework described above is comple

mented by our mandatory German Commercial Code closing

guidelines and German Commercial Code chart of accounts

The manual and system-based control mechanisms referred to

above generally also apply when reconciling the IFRS closing

data to the Stand-alone Financial Statements of Siemens AG
The information relating to the systematic monitoring of the

design and operating effectiveness of the accounting-related

internal control system applies only to the Consolidated Finan

cial Statements in accordance with IFRS

C.1O COMPENSATION REPORT CORPORATE GOVERNANCE STATEMENT
PURSUANT TO SECTION 289a OF THE GERMAN COMMERCIAL CODE
TAKEOVER-RELEVANT INFORMATION AND EXPLANATORY REPORT

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 an integral part of the Combined Manage

ment Report and is presented in sa coMpENsrloN REPORT

The Corporate Governance statement pursuant to Section

289a of the German Commercial Code is an integral part

of the Combined Management Report and is published on

LJ www.sr1ENs.coM/GcG-coDE The Corporate Governance

statement is also presented in -- B.2 cowoaair GOVERNANCE

STATEMENT

The Takeover-Relevant Information pursuant to Sections 289

para and 315 para of the German Commercial Code and Ex

planatory Report are an integral part of the Combined Manage

ment Report and are presented in B.C TAKEOVER-RELEVANT

INPORMATION PURSUANT TO SECTIONS 289 PARA AND 315 PARA

OF THE GERMAN COMMERCIAL CODE AND EXPLANATOR REPORT

130 11 Siemens AG Discussion on basis of

German Commercial Code

134 i.2 Notes and forward-looking statements

135 Consolidated Financial Statements

239 Additional Information

129

129 Compensation Report Corporate Governance

statement pursuant to Section 289a of the

German Commercial Code Takeover-relevant

information and explanatory report



Cii SIEMENS AG Discussion on basis of German Commercial Code

Unlike our Consolidated Financial Statements which are pre

pared in accordance with the International Financial Reporting

Standards IFRS the Stand-Alone Financial Statements of

Siemens AG have been prepared in accordance with the rules

set out in the German Commercial Code Handelsgesetzbuch

c.ii.i Business and

economic environment

Siemens AG is the parent company of the Siemens Group

Siemens AG is globally operating integrated technology

company with core activities in the fields of energy health-

care industry and infrastructure Beginning with fiscal 2012

Siemens formed fourth Sector Infrastructure Cities in addi

tion to our existing three Sectors Energy Flealthcare and In

dustry The Infrastructure Cities Sector comprises the activi

ties of the Building Technologies and Mobility Divisions for

merly in the Industry Sector and the activities of the Power

Distribution Division including Smart Grid applications for

merly in the Energy Sector Siemens AG includes one addition

al operating business Siemens Real Estate Furthermore

Siemens AG is significantly influenced by directly or indirectly

owned subsidiaries and investments Siemens AG holds 764 le

gal entities including non-controlling interests Siemens AG al

so includes the Groups corporate headquarter functions

The economic environment for Siemens AG is largely the same

as for the Siemens Group and is described in detail in C.1.2

ECOI3OMIC ENVIRO14MENT

C.11.2 Results of operations

STATEMENT OF INCOME OF SIEMENS AG IN ACCORDANCE

WITH GERMAN COMMERCIAL CODE CONDENSED

Yar tko p0-nbo 30

in nc 3f 2012 011

Revenue 29.913 29469

oLcfle 21607 21.016

Gross profit 8307 8453

Reard cr1 deooment expenses 2904 2759

Mkeii se Png rd gerec

scrnni tative expelset 3.991 3613
Other ope clog noose exp os ml 124 698

rncrti ncoroe net

Sereor 2scome fr00 ow sw
68fpi1oror 1995 2441 1920

Result from ordinary activities 3977 3273

Fxtecdinery resuit 229

Ii ometaxe 943 717
Net income 3034 2785

pf arried foreerd 114 112

nIOaton to olser rtnod 001 195 504 154

unappropriated net income 2643 2743

Revenue rose 2% The increase was due primarily to revenue

increases of 483 million in the Energy Sector and 338 million

in the Healthcare Sector partly offset by revenue declines of

394 million in the InfrastructureCities Sector and 113 mil

lion in the Industry Sector On geographic basis revenue

grew 15% year-over-year in the Americas region and 4% in the

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

region revenue declined 1% Customers in Germany account

ed for 30% of revenue compared to 31% in fiscal 2011 Exports

from Germany accounted for 70% of revenue in fiscal 2012 and

69% in fiscal 2011 In fiscal 2012 new orders for Siemens AG

amounted to 28.6 billion substantial decrease of 25% from

38.3 billion year earlier In particular slowing growth in the

world economy was evident in the development of new orders

and led to substantially lower volume from large orders com

pared to the prior year Prior-year period included number of

orders for large wind-farms in Energy and 3.7 billion order

for trains in Germany won by Infrastructure Cities
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Gross profit declined 2% and gross profit margin decreased

from 29% year ago to 28% in the current period The decrease

was driven mainly by additional costs of 633 million relating

to project charges in the Energy Sectors Power Transmission

Division

Research and development RD expenses increased 5%

and rose as percentage of revenue RD intensity from 9%

year earlier to 10% in fiscal 2012 The increase was associated

primarily with growth-related expenses and derived mainly

from the Industry Sector RD expenses rose in the Healthcare

and Energy Sectors and declined slightly in the Infrastruc

ture Cities Sector On an average basis we employed 12200

people in RD in fiscal 2012 compared to 11100 in fiscal 2011

For additional information see C.sl.2 RESEARCH AND DEVELOP

MENT

Other operating income expenses net rose 822 million

compared to fiscal 2011 including an increase in other operat

ing income of 310 million and decrease in other operating

expenses of 512 million

Other operating income rose 26% The increase was caused

primarily by release amounting to 307 million related to in

direct pension obligations to Siemens Pensionsfonds AG and

gain of 96 million resulting from revised estimates with re

gard to transaction-related provisions in connection with the

disposal of Siemens IT Solutions and Services GmbH

Other operating expenses declined 27% compared to the prior

year which included charges amounting to 367 million relat

ed to indirect pension obligations to Siemens Pensionsfonds

AG In fiscal 2012 other operating expenses included 232 mil

lion 2011 182 million related to Service Level Agreement

with Siemens Financieringsmaatschappij N.y and expenses of

166 million related to settlement with the Greek State

Financial income net increased 27% The increase was attrib

utable primarily to an increase of 373 million in income from

investments Other financial income was 163 million higher

compared to the prior year while net interest income caine in

15 mfflion lower

Income from investments rose 19% year-over-year due primar

ily
to gain of 1290 billion resulting from the contribution in

kind measured at fair value of Siemens Wind Power A/S into

sinius GmbH and gain of 298 million from the disposal of

Siemens s.r.o In addition income from investments rose on

higher dividends which came in 506 million higher year-

over-year These factors were partly offset by 776 million de
cline in profit transfers and an increase of 650 million in im

pairments of investments

Net other financial income improved 163 million compared to

the prior year which included impairments of shares in invest

ment funds totaling 411 million partly offset by financial in

come of 133 million related to foreign currency and hedging

transactions Fiscal 2012 included reversal of impairments of

shares in investment funds of 155 million and growth in divi

dend income from fund shares of 53 million more than offset

by expenses related to foreign currency and hedging transac

tions amounting to 132 million and an increase of 203 mil

lion in expenses for the accretion of pension provisions

Extraordinary result in fiscal 2011 includes gain of 1.S00

billion from the disposal of Areva NP SA.S and payment of

682 million to Preva S.A resulting from an adverse arbitra

tion decision Also included are effects totaling negative

589 million related to establishing Siemens IT Solutions and

Services as separate legal entity and its disposal

Income taxes from ordinary activities rose 32% The in

crease was impacted by reduction in deferred tax assets on

the loss carry-forward due to adjustments from tax audit

This was partly offset by decrease in current income taxes

For comparison in fiscal 2011 income taxes from ordinary

activities wore burdened by adjustments of deferred tax assets

amounting to 205 million into income taxes from extraordi

nary result
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C.113 Net assets and financial position

Total assets increased 159 million and were almost level with

the prior year

STATEMENT OF FINANCIAL POSITION OF SIEMENS AG IN

ACCORDANCE WITH GERMAN COMMERCIAL CODE CONDENSED

SaptmLvr

lmrvi 2012 2311

Assets

Non-current assets

niangiMe and tanghle assets 83 2331

Fvarsccal vv$t4S 42951 9637

45339 4l968

Current assets

Receivahkcs and other assels 15790 18586

Cash end cash eqoveents
rrcssrketabe securities 3155 2834

18945 21420

Prepaid expenses 86 77

Deferred tax assets 2737 3490

Active difference

resulting from offsetting 42 35

Total assets 67149 66990

Liabilities and_equity

Equity 19811 20658

Special reserve with an equity portion 775 790

Accruals
and_provisions

PensIons and 515111Cr comnltmolts 9919 9888

0111cr pIOVOlOOS 7419 8036

17338 17924

Liabilities

Liahitties to banks 146 116

Advanced payments received 1551 1842

Trade payshet Fabitties to

afflicted compasses and ocher liabilities 27236 25369

28934 27327

Deferred income 291 291

Total liabilities and equity 67149 66990

Financial assets rose 8% The increase resulted primarily from

capital increase at sinius GmbH amounting to 1621 billion

due to the contribution in kind of Siemens Wind Power A/S
which had book value of 331 million That contribution in

kind led to gain of 1290 billion In addition shares of

Siemens Diagnostics Holding II B.V valued at 1100 billion

were transferred from Siemens Medical Solutions Diagnostics

Holding B.V to Siemens AG and Siemens AG performed

capital increase at 0SRA1I AG amounting to 699 million

Receivables and other assets decreased 15% due
primarily to

lower receivables from affiliated companies as result of intra

group financing activities

Cash and cash equivalents and marketable securities in

creased 11% The liquidity management of Siemens AG is based

on the finance strategy of the Siemens Group Therefore the

change in liquidity of Siemens AG resulted not only from busi

ness activities of Siemens AG

Equity declined 4% The decrease was attributable to divi

dends paid for fiscal 2011 amounting to 2.629 billion for ad
ditional information see -- c.2.4 oivioswo and 1.766 bil

lion reduction in equity due to share buyback program con

ducted during the year These factors were partly offset by

the profit for the year of 3034 billion the issuance of trea

sury stock of 386 million irs conjunction with our share-

based compensation program and the option premium for

the options rights for Siemens shares amounting to 130 mil

lion in connection with the issuance of US$ bonds with war
rant units These warrants were issued by Siemens AG The

equity ratio at September 30 2012 and 2011 was 30% arid 31%

respectively

Other provisions decreased 8% primarily including decreases

of 237 million in provisions for operating expenses decline

of 207 million for tax provisions and decrease of 156 mil

lion in provisions for warranties

Trade payables liabilities to affiliated companies and oth

er liabilities grew 7% due primarily to higher liabilities to af

filiated companies as result of intra-group financing

activities
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C11.4 Employees C.VL5 Risks and opportunities

Empioyee fluctuyikirt otto 27% S-s

Propoittort of women per000tege of

ompoyeos to rnarotgement posthions 10.6% 4s

Exnenses for continuIng educeton

In mWions of 45 100 86

Expenses per emptoyce for contiouing

educehion in 42 934 848

As of September 30 2012 the number of employees was

108004 and 103624 respectively

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

subsidiaries and equity investments in line with its percentage

of each holding For additional information see 003 aisics

and owe 0PIOR1UNITIE3

As the parent company of the Siemens Group Siemens AG is

integrated into the group-wide risk management system For

additional information see C.9.2 RISK MANAGEMENT

The description of the internal control system for Siemens AG

required by Section 289 para of the German Commercial

Code is included in c.e.s SlOE 1-ICANT CHARACTERISTICS OF iit

ACCOUNTING-RELATED INTERNAL CONTROL AND RISK MANAGEMENT

SYSTEM

For additional information regarding the use of financial in

struments see 71 NOTES TO lIfE STAND-ALONE PINANCIAL STATEMENTS

OF SiEMENS AG

Due to the interrelations between Siemens AG and its subsid

iaries and the relative size of Siemens AG within the Group

the Outlook of the Group also largely reflects our expectations

for Siemens AG We expect the lower level of new orders in fis

cal 2012 to affect revenue developments in fiscal 2013 Based

on an expected overall improvement in the markets served by

Siemens AG we expect revenue to return to growth in fiscal

2014 This expectation is dependent particularly on businesses

that are sensitive to short-term changes in the economic en
vironment We expect to participate in the company-wide pro

gram Siemens 2014 This productivity improvement program

is expected to include measures leading to charges in the next

two fiscal years Portions of the program-related charges will

affect primarily the net income of Siemens AG in fiscal 2013 In

fiscal 2014 we expect that net income will benefit from the

productivity gains Additionally in the next two years we ex

pect that income from investments will significantly influence

the
profit

of Siemens AG For additional information see

-3 C.9.1 REPORT ON EXPECTED DEVELOPMENTS

We intend to continue providing an attractive return to share

holders In the years ahead we intend to propose dividend

payout which combined with outlays for share buybacks dur

ing the fiscal year results in sum representing 40% to 60%

of Siemens Group net income which for this purpose we may

adjust to exclude exceptional non-cash effects
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C12 NOTES AND FORWARD-LOOKING STATEMENTS

This document includes supplemental financial measures that

are or may be non-GAAP financial measures New orders and

order backlog adjusted or organic growth rates of revenue and

new orders book-to-bill ratio Total Sectors profit return on eq

uity after tax or ROE after tax return on capital employed

adjusted or ROCE adjusted Free cash flow or FCF cash con

version rate or CCR adjusted EBITDA adjusted EBIT adjusted

EBITDA margins earnings effects from purchase price alloca

tion or PPA effects net debt and adjusted industrial net debt

are or may be such non-GAAP financial measures These sup

plemental financial measures should not be viewed in isolation

as alternatives to measures of Siemens financial condition re

sults of operations or cash flows as presented in accordance with

IFRS in its Consolidated Financial Statements Other companies

that report or describe similarly titled financial measures may

calculate them differently Definitions of these supplemental fi

nancial measures discussion of the most directly comparable

IFRS financial measures information regarding the usefulness of

Siemens supplemental financial measures the limitations asso

ciated with these measures and reconciliations to the most com

parable IFRS financial measures are available on Siemens Inves

tor Relations website at www.sEMENscoM/NoNGp For ad

ditional information see supplemental financial measures and

the related discussion in Siemens most recent annual report

on Form 20-F 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 statements related to our future busi

ness and financial performance and future events or develop

ments involving Siemens that may constitute forward-looking

statements 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 We may also make forward-looking

statements in other reports In presentations in material

delivered to stockholders and in press releases rn addition

our representatives may from time to time make oral forward-

looking statements Such statements are based on the current

expectations and certain assumptions of Siemens manage
ment and are therefore subject to certain risks and uncer

tainties 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 mate

rially different from any future results performance or

achievements that may be expressed or implied by such for

ward-looking statements or anticipated on the basis of histori

cal trends These factors include in particular but are not lim

ited to the matters described in Item Key information Risk

factors of our most recent annual report on Form 20-F filed

with the SEC in the chapter Risks of our most recent annual

report prepared in accordance with the German Commercial

Code and in the chapter Report on risks and opportunities

of our most recent interim report

Further information about risks and uncertainties affecting

Siemens is included throughout our most recent annual and in

terim reports as well as our most recent earnings release which

are available on the Siemens website wwwsrurwsco and

throughout our most recent annual report on Form 20-F and in

our other filings with the SEC which are avallable on the

Siemens website 11 wwwssrsco and on the SECs web-

site wwwsrcoov Should one or more of these risks or un
certainties materialize or should underlying assumptions

prove incorrect actual results performance or achievements

of Siemens may vary materially from those described in the

relevant forward-looking statement as being expected antici

pated intended planned believed sought estimated or pro

jected Siemens neither intends nor assumes any obligation

to update or revise these forward-looking statements in light

of developments which differ from those anticipated

Due to rounding numbers presented throughout this and other

documents may not add up precisely to the totals provided and

percentages may not precisely reflect the absolute figures
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Di CONSOLIDATED STATEMENTS OF INCOME

FORTHE FISCAL YEARS ENDED SEPTEMBER 30 2012 AND 2011

On millions per share amowrts In Note L012 2011

Revenue 78296 73 275

Cost of goods sold and services rendered 56092 5104.6

Cross cr001 22204 22229

Research arid development expenses 4238 3899
Marke Ling sailing and general aclministradve

eepcnsrss 11162 10239

Other operating income 516 947

Other operating expense 276 374
Income loss from investments accounted for using th equity method net 266 210

Interest income 2234 2200

Interest expense 1/28 1716
Other Rnancial income expensrr ret 649

Income from continuing operations before incOme taxes 7279 9608

Income taxeS 2094 2232
Income from continuing operations 5184 7376

Income lossfrom discontinued operations net of income taxes 595 1055
Net income

4590 6321

Attributable to

Non-controlling interesL 132 176

Shareholders of Siemens AG 4458 6149

Raxic errrnngs per share 35

income from continuing operations 577 8.23

Income loss from discontinued operations 068 120
Net income 5.09 7.04

Diluted earnings per
share 35

Income from continuing cperrrciorrs 5.71 8.14

income loss horn discontinued operations 0.67 1.18

Net income 5.04 6.96

The nrcmilpsnyin5 Moles va an nts5iai port ot these Crsosfltdlfled .rvnrcI Siatemenmn
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D2 CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE FISCAL YEARS ENDED SEPTEMBER 30 2012 AND 2011

On Mo Note 2012 2011

Net 0000le 4590 6321

Items that will not be reclassified to profit or loss

Atuaial isis and osses on ponsiori plans and sirnsr comrnidricrrts 23 2101 65

Items that may be reclassified subsequently to profit or loss

Currency translatIon diffareices 855 129

Available-for-sale iinncisl annals 18 209 59
Darivative fisncisl instruments 3031 63 121

1127 51
Other comprehensive income net of tax 974 116
Total comprehensive income 3615 6205

Attubulable tm

Non-controlinq interests 128 169

Shareholders of SIemens AG 3487 6036

rcfnde-c mmmi exlrmrmmel mi lmmr for investments mmccoumtted for intro tie equity

renimol mt COtS imni ems Cs mUte re rem rev mr User 252 mmmd 200 of mrtmimh

Cr99 vS mrs reef Cli mmrmimmn merevetuem see tnibmtrmbe to timeS trot mm
met st.itimd mu pnSit mu lose

thmt rem mmtmyirm ttntvs use err mtrt9mom pert ci Inure CrmmrsurJrtrsml Emesmiemi Uurtnmmemmms
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D3 CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF SEPTEMBER 30 2012 AND 2011

in 600$ 01 Note 09392012 05000011

Assets

Current assets

ach and cash equivalents 10891 12C68

Avaabo-for-euisr firruncial assets 10 524 477

Trade nd other receivables 11 15220 14847

Other current financial assets 12 2901 2628

inventors 13 15679 15143

income tax receivables 836 78

Other current assets 14 1277 1764

Assets daseted as held sir dts2osai 4800 4911

Total current assets 52129 52542

Goodcuifl 15 17069 15706

Other intangible assets 16 4595 4444

Property plant and equipment 17 10763 1077

Investments accounted for using the equity method 18 4436 4966

Other financial asssts 19 14666 12126

Deferred tax assets 3777 3206

Other assets 846 776

Total assets 108282 104243

Liabilities and equity

Current liabflities

Shcrotsrm debt and current maturities of ionq-term debt 22 3826 3660

trade payahles 8036 76/J

Other current financial labtitlies 20 1460 2247

Current orovworrs 24 4750 5168

income tsx payebies 2204 2032

Other currerrt tiabiiiiies 21 20306 21020

Liabilities associated with assets classified as heid for
disposal 2054 1756

Total current liabilities 42637 43560

Lonq-term debt 22 16880 14280

Pension plans arrd similar conrmitrnenta 23 9926 7307

Deferred tax liabilities 494 595

Provrsont 24 3908 3654

Other financial iiahilities 1083 824

Other liabilities 25 2057 186/

Total liabilities 76980 72087

Equity 26

Common stock no par value 2643 2743

Additiorrel paidin epital 6173 6011

Retained esmnings 22756 25881

Other components of equry 1058 68

Treasury shares at cost2 1897 3037
Total equity attributable to shareholders of Siemens AG 30733 31530

Nonmontroliinq interests 569 626

Total equity 31302 32155

Total liabilities and equity 108282 104243

Authorized i034.lO.000 and 1ri7tnt421 huet tes5ectOty

teeS aat000eenuna rtl4203.421 huos t005ectivsn

74725674 end 39952074 thsret tenpectinely

Tire rcnrnparryr5 Notes are err rrte5rat per- of these Coessltdeted floanutri Statements
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D4 CONSOLIDATED STATEMENTS OF CASH FLOW

FOR THE FISCAL YEARS ENDED SEPTEMBER 30 2012 AND2O11

in theirs iif

Note 2012 2051

Cash flows front operatIng activitio

Nt 050w-a
4590 6321

Adjustments to reconcile net Income to
cash_provided_by_used_in_operating_activities --_cotTnuing_operations

Income lost from dlscondnued operations net of income taxes 595 1055

Amotzaton depreciation and impsirrnents 2744 2437
Income taxes

2094 2232
Interest income expense net 507 484
Gains owes on sores and disposals of businesses intanuibres and property plant sod equipment net 146 209
Gains losses on sales of investments net1 211 1019
Gains losses on sores one impairments of curront available-for-sale financial assets net

income losses from nvettrrrorsts1 373 44
Other ron-cash income esporrycs 110 69

Change in current assets and liabilities

Increase decrease in inventories 85 1126
increase decrease in trade and other receivables 157 625
Increase decrease irr trade payables 197 651

Change rn oifrer assets and liabilities 2218 24
Addrtrons to assets field for rerrtsl irs operatinq testes 375 582
Income taxes paid 1462 1617
Uividerrds received 303 267

Interest received 836 780

Net cash provided by used in operating activities continuing operations 6996 8081
Net cash provided by used in operating activities discontirrued operations 24 314
Net cash provided by used in operating activities continuing and discontinued operations 6972 7767

Casts flows from
investing activities

Additrons to intangible assets and property plant and equipment 2206 2163
Acquisitiorrs net 01 cash acquired 1314 303
Purchases of investments1 234 724
Purchases of current available-for-sale financial assets 182 102
lrrcrease decrease in receivables from

financing activities 2087 1770
Proceeds and payments from sales of investments intangibles arrd property plarrt and equipirient 753 2108
Proceeds and payments from disposals of businesses 93 177

Proceeds from sales of current available-for-sale financial assets 142 38

Net cash provided by used in investing activities continuing operations 50 2739
Net cash provided by used in investing activities-- discontinued operations 1305
Net cash provided by used in investing activities continuing and discontinued operations 56 4044

Cash flows from financing activities

Purcltsse of common stock 26 172
Proceeds from re-Issuance of treasury stock and proceeds paymerrts relating to other transactions with owrrsrs 297 764
Proceeds from issuance of long-term de6t 22 5113 113

ltepayrnerrt of ions-term dsbt including current maturities of long-term debt 3218 2046
Change in short-term debt and other firrancing activities 62 227

lrrterest pard 503 475
Drvldends pact 26 2629 2356
DivIdends paid to non-controiling interest holders 155 158
Financing discontinued operationst 712 1603
Net cash provided by used in finandng activities continuing operations 3591 7062
Net cash provided by used in financing activities discontlnud operations 674 1619
Net cash provided by used in financing activities continuing and discontinued operations 2916 5443

Effect of exchange rates on casts and cash equivalents 68

Net Increase decrease in cash and cash equivalents 1561 175
Casts and cash equivalents at beginning of period 12512 14227
Cash and cash equivalents at end of period ioso 1252
less Cash and cash equivalents of assets classified as held for disposal and discontinued operations or end of period 59 44

Cash and cash equivalents at end of period Consolidated Statements of Financial Position 10891 12468
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disposal Prrrchases vi irrvesrmerrts irrriudes certain leans to lrrarrstnsents accounted for
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Cisconrinsecl operations are lirrarrced principally through Corprrate Treasury Tire Stirs

Fmsaacrmng disron-rinnrned operarross inrclurles these inrteroornrranry finanrdmng transactronns
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D5 CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE FISCAL YEARS ENDED SEPTEMBER 30 2012 AND 2011

Coanroor stock AdO-Aeon tetxnnol nnrins
aoctal

othbrns

Catnnco at Octobarl 2010 2743 5986 22998

Net income 6145

Other comprehensive income net of tax 66
DMdends 2356
Share-based payment 17
Re-Nuenc of tmauy stock

Trcsrcsaclions mith
nori--controllcig intetosts 835

Other changes equity 12

Balance at September 30 2011 2743 6011 25883

2743

100

2643

6011

42

126

6173

25881

4458

2097

2629

129

2410

326

22756

torts of atho cemprehoniva rtcnrto that ca act be ocnosified to proPs or In conOst
CtIZ2

iCraS Cad 055000% 0C%55%OO plans and flCnnomaarrocrta of 42057
and 405 miUlen fnpe.ct%aeh% the tsc.aI oo andad Soptroho 30 2012 and

2011 Actnaria% 5005 and asses or pcadan plans and vrsnior cccnsndtnonts ar included

in tne tan P-damon oarnlsgv
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Ltr%-5 to An aLlo ode nnrcra aseis and Iron and eli lrnsdanros

DeCO Oaf barn ostorrr.s

Net income

Balance at Oc.tobsr 2011

Oividerros

Other comprehensive incorrle net of tax

Snare--based payrrreni

Purchase of common stock

Reassuance of treasury stock

Cancellation of common stock

Transactions With nonconsrotinq interests

Other changes equrty

Balance at September 30 2012
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Tol mprehensine irrcorre

Other components of eqcdy

lsrrr that may be reclassified bseosenlly to prtit or loss

Currency trans Avaflahkm-for-se Derivadee finondal Totat treosuty lotal cuity Non-costrrUirrg Ttai oqLsfy

altars tttcrnces Imanctal assets smtrurrents Shattm5 at Cost alt Ostttde stttrOvts

ta shareholders

of hismens AG

115 95 12 22990 3373 28346 750 29096

145 6l45 176 6321

134 59 118 2091 109 1162

2356 2356 155 2521

17 20 20
-- 336 364 364

27 852 852 122 974

12 12

36 106 25813 3037 31530 626 32156

rscladc-s the acquisitbrn of additkssai subsktiary aharet hr demons Ltd. loSe
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D6 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SEGM ENT NFORMATION continuing operations

AS OF AND FOR THE FISCAL YEARS ENDED SEPTEMBER 30 2012 AND 2011

Nw othos fxte.roal re000lw regns wonu Tt4 rs

ro%ont 2012 20fl 202 2011 O12 201 202 011

tors

Erç 26881 31407 27302 c4390 235 254 27537 24615
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NOTE Basis of presentation

The accompanying Consolidated Financial Statements present

the operations of Siemens AG with registered offices in Berlin

and Munich Germany and its subsidiaries the Company or

Siemens They have been prepared in accordance with Inter

national Financial Reporting Standards IFRS as adopted by

the European Union as well as with the additional require

ments set forth in Section 315a of the German Commercial

Code HGB The financial statements are also in accordance

with IFRS as issued by the International Accounting Standards

Board IASB

Consolidated Financial Statements and Group Management

Report as of September 30 2012 prepared in accordance with

Section 315a of the HGB are being filed with and published

in the German Electronic Federal Gazette elektronischer

Bundesanzeiger

Siemens prepares and reports its Consolidated Financial State

ments in euros Due to rounding numbers presented may

not add up precisely to totals provided

Siemens is German based multinational corporation with

business portfolio of activities predominantly in the field of

electronics and electrical engineering

The Consolidated Financial Statements were authorised for

issue by the Managing Board on November 21 2012 The Con

solidated Financial Statements are generally prepared on the

historical cost basis except as stated in --- NOTE SUMMARf

SIGNFCANTACCOUNTNO POLIOSS

Summaryof

sig nificant accounting policies

The accounting policies set out below have been applied con

sistently to all periods presented in these Consolidated Finan

cial Statements

Basis of consolidation The Consolidated Financial State

ments include the accounts of Siemens AG and its subsidiaries

which are directly or indirectly controlled Control is generally

conveyed by ownership of the majority of voting rights Addi

tionally the Company consolidates special purpose entities

SPEs when based on the evaluation of the substance of the

relationship with Siemens the Company concludes that it con

trols the SPE To determine when the Company should consoli

date based on substance Siemens considers the circumstanc

es listed in SIC-12.10 as additional indicators regarding

relationship in which Siemens controls an SPE Siemens looks

at these SIC-12.10 circumstances as indicators and always privi

leges an analysis of individual facts and circumstances on

case-by-case basis Associated companies are recorded in the

Consolidated Financial Statements using the equity method of

accounting Companies in which Siemens has joint control are

also recorded using the equity method

Business combinations Business combinations are ac

counted for under the acquisition method Siemens as the

acquirer and the acquiree may have relationship that existed

before they contemplated the business combination referred

to as pre-existing relationship If the business combination

in effect settles pre-existing relationship Siemens as the

acquirer recognizes gain or loss for the pre-existing relation

ship The cost of an acquisition is measured at the fair value of

the assets given and liabilities incurred or assumed at the date

of exchange Any contingent consideration to be transferred

by Siemens as the acquirer will be recognized at fair value at

the acquisition date Subsequent changes to the fair value of

the contingent consideration that is deemed to be an asset or

liability will be recognized either in profit or loss or as change

to other comprehensive income If the contingent consider

ation is classified as equity it will not be remeasured subse

quent settlement is accounted for within equity Acquisition-

related costs are expensed in the period incurred Identifiable

assets acquired and liabilities assumed in business combina

tion including contingent liabilities are measured
initially at

their fair values at the acquisition date irrespective of the ex

tent of any non-controlling interest Uniform accounting poli

cies are applied Non-controlling interests may be measured at

their fair value full goodwill method or at the proportional

fair value of assets acquired and liabilities assumed partial

goodwill method After initial recognition non-controlling

interests may show deficit balance since both profits and

losses are allocated to the shareholders based on their equity

interests In business combinations achieved in stages any

previously held equity interest in the acquiree is remeasured to

its acquisition date fair value If there is no loss of control

transactions with non-controlling interests are accounted for

as equity transactions not affecting profit and loss At the date

control is lost any retained equity interests are remeasured to

fair value In case of written put on non-controlling interests

the Company distinguishes whether the prerequisites for the

transfer of present ownership interest are fulfilled at the bal

ance sheet date Provided that the Company is not the benefi

cial owner of the shares underlying the put option the exer

cise of the put option will be assumed at each balance sheet

date and treated as equity transaction between shareholders

with the recognition of purchase liability at the respective

exercise price The non-controlling interests participate in

profits and losses during the reporting period
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Associated companies and jointly controlled entities

Companies in which Siemens has the ability to exercise signifi

cant influence over operating and financial policies generally

through direct or indirect ownership of 20% to 50% of the vot

ing rights and jointly controlled entities are recorded in the

Consolidated Financial Statements using the equity method of

accounting and are initially recognized at cost The following

policies equally apply to associated companies and jointly con

trolled entities Where necessary adjustments are made to

bring the accounting policies in line with those of Siemens

The excess of Siemens initial investment in associated compa

nies over Siemens ownership percentage in the underlying

net assets of those companies is attributed to certain fair value

adjustments with the remaining portion recognized as good

will Goodwill relating to the acquisition of associated compa

nies is included in the carrying amount of the investment and

is not amortized but is tested for impairment as part of the

overall investment in the associated company Siemens share

of its associated companies post-acquisition profits or losses is

recognized in the Consolidated Statements of Income and its

share of post-acquisition movements in equity that have not

been recognized in the associates profit or loss is recognized

directly in equity The cumulative post-acquisition movements

are adjusted against the carrying amount of the investment in

the associated company When Siemens share of losses in an

associated company equals or exceeds its interest in the associ

ate Siemens does not recognize further losses unless it incurs

obligations or makes payments on behalf of the associate The

interest in an associate is the carrying amount of the invest

ment in the associate together with any long-term interests

that in substance form part of Siemens net investment in the

associate Intercompany results arising from transactions be

tween Siemens and its associated companies are eliminated to

the extent of Siemens interest in the associated company

Siemens determines at each reporting date whether there is

any objective evidence that the investment in the associate is

impaired If this is the case Siemens calculates the amount of

impairment as the difference between the recoverable amount

of the associate and its carrying value Upon loss of significant

influence over the associate Siemens measures and recognizes

any retaining investment at its fair value Any difference be

tween the carrying amount of the associate upon loss of signif

icant influence and the fair value of the retaining investment

and proceeds from disposal is recognized in profit or loss

Foreign currency translation The assets including good

will and liabilities of foreign subsidiaries where the functional

currency is other than the euro are translated using the spot

exchange rate at the end of the reporting period while the

Consolidated Statements of Income are translated using aver

age exchange rates during the period Differences arising from

such translations are recognized within equity and reclassified

to net income when the gain or loss on disposal of the foreign

subsidiary is recognized The Consolidated Statements of Cash

Flow are translated at average exchange rates during the peri

od whereas cash and cash equivalents are translated at the

spot exchange rate at the end of the reporting period

The exchange rate of the U.S Dollar Siemens significant

currency outside the euro zone used in the preparation of the

Consolidated Financial Statements is as follows

Year-earl excaege Annual avuruqe rate

rare qunleri rio uored nra

currenries curnrrc3ru

spccrllud hehrw specified hukrw

Septenrbar 30 Fiscal near

Curruccy so ode 2012 2011 2012 2011

bra ar USL 293 351 303 399

Foreign currency transaction Transactions that are de

nominated in currency other than the functional currency of

an entity are recorded at that functional currency applying the

spot exchange rate at the date when the underlying transac

tions are initially recognized At the end of the reporting peri

od foreign currency-denominated monetary assets and liabili

ties are re-valued to functional currency applying the spot ex

change rate prevailing at that date Gains and losses arising

from these foreign currency revaluations are recognized in net

income Those foreign currency-denominated transactions

which are classified as non-monetary are remeasured using

the historical spot exchange rate

Revenue recognition Under the condition that persuasive

evidence of an arrangement exists revenue is recognized to

the extent that it is probable that the economic benefits will

flow to the Company and the revenue can be reliably mea

sured regardless of when the payment is being made In cases

where the inflow of economic benefits is not probable due to

customer related credit risks the revenue recognized is subject

to the amount of payments irrevocably received Revenue is

measured at the fair value of the consideration received or re

ceivable net of discounts and rebates and excluding taxes or

duty The Company assesses its revenue arrangements against

specific criteria in order to determine if it is acting as principal

or agent The following specific recognition criteria must also

be met before revenue is recognized

Sale of goods Revenue from the sale of goods is recognized

when the significant risks and rewards of ownership of the

goods have passed to the buyer usually on delivery of the

goods
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Safes from construction contracts construction contract is

contract specifically negotiated for the construction of an as

set or combination of assets that are closely interrelated or

interdependent in terms of their design technology and func

tion or their ultimate purpose or use When the outcome of

construction contract can be estimated reliably revenues from

construction-type projects are generally recognized under the

percentage-of-completion method based on the percentage of

costs to date compared to the total estimated contract costs

contractual milestones or performance An expected loss on

the construction contract is recognized as an expense immedi

ately When the outcome of construction contract cannot be

estimated reliably revenue is recognized only to the extent

contract costs incurred are probable of being recoverable and

contract costs are recognized as an expense in the period in

which they are incurred

When contract covers number of assets the construction

of each asset is treated as separate construction contract

when separate proposals have been submitted for each as

set each asset has been subject to separate negotiation

and the contractor and the customer have been able to accept

or reject that part of the contract relating to each asset and

the costs and revenues of each asset can be identified group

of contracts whether with single customer or with several

customers are treated as single construction contract when

the group of contracts is negotiated as single package

the contracts are so closely interrelated that they are in effect

part of single project with an overall profit margin and

the contracts are performed concurrently or in continuous

sequence

During project execution variation orders by the customer for

change in the scope of the work to be performed under the

contract may be received leading to an increase or decrease

in contract revenue Examples of such variations are changes

in the specifications or design of the asset and changes in the

duration of the contract

Rendering of services Revenues from service transactions are

recognized as services are performed For long-term service

contracts revenues are recognized on straight-line basis

over the term of the contract or if the performance pattern is

other than straight-line as the services are provided i.e gen

erally under the percentage-of-completion method

Safes from muftiple element arrangements Sales of goods

and services as well as software arrangements sometimes in

volve the provision of multiple elements In these cases the

Company determines whether the contract or arrangement

contains more than one unit of accounting An arrangement is

separated if the delivered elements has have value to

To our Shareholders
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the customer on stand-alone basis there is reliable evi

dence of the fair value of the undelivered elements and if

the arrangement includes general right of return relative to

the delivered elements delivery or performance of the unde

livered elements is are considered probable and substan

tially
in the control of the Company If all three criteria are ful

filled the appropriate revenue recognition convention is then

applied to each separate unit of accounting Generally the to

tal arrangement consideration is allocated to the separate

units of accounting based on their relative fair values The hi

erarchy of fair value evidence is as follows sales prices for

the component when it is regularly sold on stand-alone ba

sis third-party prices for similar components or under cer

tain circumstances cost plus an adequate business-specific

profit margin related to the relevant element By this means

reliable fair values are generally available However there

might be cases when fair value evidence according to and

is not available and the application of the cost plus-method

does not create reasonable results because the costs in

curred are not an appropriate base for the determination of the

fair value of an element In such cases the residual 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 delivered elements equals the total arrange

ment consideration less the aggregate fair value of the unde

livered elements If the three separation criteria to are

not 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 contingent upon delivery of additional

elements or meeting other specified performance obligations

fnterest income Interest is recognized using the effective

interest method

Royaf ties Royalties are recognized on an accrual basis in

accordance with the substance of the relevant agreement

fncome from lease arrangements Operating 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 Receivables from finance leases in

which Siemens as lessor transfers substantially all the risks

and rewards incidental to ownership to the customer are rec

ognized at an amount equal to the net investment in the lease

Finance income is subsequently recognized based on pattern

reflecting constant periodic rate of return on the net invest

ment using the effective interest method seffing profit

component on manufacturing leases is recognized based on

the policies for outright sales Profit from sale and leaseback
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transactions is recognized immediately if significant risks and

rewards of ownership have passed to the buyer the leaseback

results in an operating lease and the transaction is established

at fair value

Dividends Dividends are recognized when the right to receive

payment is established

Functional costs In general operating expenses by types

are assigned to the functions following the functional area of

the corresponding profit and cost centers Expenses relating to

cross-functional initiatives or projects are assigned to the re

spective functional costs based on an appropriate allocation

principle Regarding amortization see ors Is omiot INTANGI

SLE ASSETS I1EGARDING DEPRECIATION see NOTE 17 PRoPERTY

PLANT AND EQUIPMENT and regarding employee benefit expense

see- NOTE 34 PERSONNEL COSTS

Govemnm out grants Government grants are recognized

when there is reasonable assurance that the conditions at

tached to the grants are complied with and the grants will be

received Grants awarded for the purchase or the production of

fixed assets grants related to assets are generally offset

against the acquisition or production costs of the respective

assets and reduce future depreciations accordingly Grants

awaided for other than non-Current assets grants related to

income are reported in the Consolidated Statements of

Income under the same functional area as the corresponding

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

Product-related expenses and losses from onerous con

tracts Provisions for estimated costs related to product war

ranties are recorded in line item Cost of goods sold and servic

es rendered at the time the related sale is recognized and are

established on an individual basis except for the standard

product business The estimates reflect 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 period when the current esti

mate of total contract costs exceeds contract revenue

Research and development casts Costs of research activi

ties undertaken with the prospect of gaining new scientific or

technical knowledge and understanding are expensed as in

curred

Costs for development activities whereby research findings

are applied to plan or design for the production of new or

substantially improved products and processes are capitalized

if development costs can be measured reliably the product

or process is technically and commercially feasible

future economic benefits are probable and Siemens in

tends and has sufficient resources to complete develop

ment and to use or sell the asset The costs capitalized include

the cost of materials direct labour and other directly attribut

able expenditure that serves to prepare the asset for use Such

capitalized costs are included in line item Other intangible as

sets as other internally generated intangible assets Other de

velopment costs are expensed as incurred Capitalized devel

opment costs are stated at cost less accumulated amortization

and impairment losses with an amortization period of gener

ally three to five years

Government grants for research and development activities

are offset against research and development Costs They are

recognized as income over the periods in which the research

and development costs incur that are to be compensated Gov

ernment grants for future research and development costs are

recorded as deferred income

Earnings per share Basic earnings per share is computed

by dividing income from continuing operations income from

discontinued operations and net income all attributable to or

dinary shareholders of Siemens AG by the weighted average

number of shares outstanding during the year Diluted earn

ings per share are calculated by assuming conversion or exer

cise of all potentially dilutive securities and share-based pay

ment plans

Goodwill Goodwill is not amortized but instead tested for

impairment annually as well as whenever there are events or

changes in circumstances triggering events which suggest

that the carrying amount may not be recoverable Goodwill is

carried at cost less accumulated impairment losses

The goodwill impairment test is performed at the level of

cash-generating unit or group of cash-generating units rep

resented by Division or equivalent which is the lowest level

at which goodwill is monitored for internal management

purposes

For the purpose of impairment testing goodwill acquired in

business combination is allocated to the cash-generating unit

or the group of cash-generating units that is expected to bene

fit from the synergies of the business combination If the carry

ing amount of the cash-generating unit or the group of cash-

generating units to which the goodwill is allocated exceeds its

recoverable amount an impairment loss on goodwill allocated
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to this cash-generating unit or this group of cash-generating

units is recognized The recoverable amount is the higher of

the cash-generating units or the group of cash-generating

units fair value less costs to sell and its value in use If either

of these amounts exceeds the carrying amount it is not al

ways necessary to determine both amounts These values are

generally determined based on discounted cash flow calcula

tions Impairment losses on goodwill are not reversed in future

periods if the recoverable amount exceeds the carrying

amount of the cash-generating unit or the group of cash-gen

erating units to which the goodwill is allocated

Other intangible assets Other intangible assets consist of

software and other internally generated intangible assets

patents licenses and similar rights The Company amortizes

intangible assets with finite useful lives on straight-line basis

over their respective estimated useful lives to their estimated

residual values Estimated useful lives for software patents

licenses and other similar rights generally range from three to

five years except for intangible assets with finite useful lives

acquired in business combinations Intangible assets acquired

in business combinations primarily consist of customer rela

tionships and technology Useful lives in specific acquisitions

ranged from seven to twenty-five years for customer relation

ships and from three to twelve years for technology Intangible

assets which are determined to have indefinite useful lives as

well as intangible assets not yet available for use are not amor

tized but instead tested for impairment at least annually

Property plant and equipment Property plant and equip

ment is valued at cost less accumulated depreciation and im

pairment losses This also applies to property classified as in

vestment property Investment property consists of property

held either to earn rentals or for capital appreciation or both

and not used in production or for administrative purposes The

fair value disclosed for investment property is primarily based

on discounted cash flow approach except for certain cases

which are based on appraisal values

If the costs of certain components of an item of property plant

and equipment are significant in relation to the total cost of

the item they are accounted for and depreciated separately

Depreciation expense is recognized using the straight-line

method Residual values and useful lives are reviewed annual

ly and if expectations differ from previous estimates adjusted

accordingly Costs of construction of qualifying assets i.e as

sets that require substantial period of time to be ready for its

intended use include capitalized interest which is amortized

over the estimated useful life of the related asset The follow

ing useful lives are assumed

Factory
and office buiidly5 20 to 50 years

Other
buildings to 10 yeart

Technical machinery equipment to 10 years

Furniture office eQuipment goneraily years

Equipment leased to others generally to
years

Impairment of property plant and equipment and other

intangible assets The Company reviews property plant

and equipment and other intangible assets for impairment

whenever events or changes in circumstances indicate that

the carrying amount of an asset may not be recoverable In ad

dition intangible assets with indefinite useful lives as well as

intangible assets not yet available for use are subject to an an

nual impairment test Recoverability of assets is measured by

the comparison of the carrying amount of the asset to the re

coverable amount which is the 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 from other

assets or groups of assets the impairment test is not per

formed at an individual asset level instead it is performed at

the level of the cash-generating unit the asset belongs to If

such assets are considered to be impaired the impairment to

be recognized is measured by the amount by which the carry

ing amount of the assets or cash generating unit exceeds their

recoverable amount If the fair value cannot be determined

the assets value in use is applied as their recoverable amount

The assets value in use is measured by discounting their esti

mated future cash flows If there is an indication that the rea

sons 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 deprecia

tion is ceased

Discontinued operations and non-current assets held

for disposal Discontinued operations are reported when

component of an entity comprising operations and cash flows

that can be clearly distinguished operationally and for finan

cial reporting purposes from the rest of the entity is classified

as held for disposal or has been disposed of if the 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

geographical area of operations or is subsidiary acquired

exclusively with view to resale In the Consolidated State

ments of Income income loss from discontinued operations

148

To our Shareholders 21 Corporate Governance 49 Combined Management Report



is reported separately from income and expenses from con

tinuing operations prior periods are presented on compara

ble basis In the 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

--- NOTE ACQUfS1T0N$ DSPOSfl1ONS AND DSCONTINUEO OPERA

nUNS that refer to the Consolidated Statements of Income and

the Consolidated Statements of Cash Flow generally relate to

continuing operations Siemens reports discontinued opera

tions separately in NOTE ACQUTIONS Of SPOSITIONS AND 015-

CONTINUFo OPEaArloNS In order to present the financial effects

of discontinued operation revenues and expenses arising

from intragroup transactions are eliminated except for those

revenues and expenses that are considered to continue after

the disposal of the 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 if its carrying amount will be recovered prin

cipally through sale transaction or through distribution to

shareholders rather than through continuing use For this to

be the case the asset or disposal group must be available for

immediate sale or distribution in its present condition subject

only to terms that are usual and customary for sales or distri

butions of such assets or disposal groups and its sale or distri

bution must be highly probable The disclosures in Notes to

Consolidated Financial Statements outside NOTE ACQUISI

TIONS DISPOSITIONS AND DISCONTINUED OPERATIONS that refer to

the Consolidated Statements of Financial Position generally re

late to assets that are not held for disposal Siemens reports

non-current assets or disposal groups held for disposal sepa

rately in -- NOTE ACQUISITIONS DIsPosmoNs AND DISCONTINUED

OPERATIONS Non-current assets classified as held for disposal

and disposal groups are measured at the lower of their carry

ing amount and fair value less costs to sell unless these items

presented in the disposal group are not part of the measure

ment scope as defined in IFRS Non-current Assets held for

Sale and Discontinued Operations

Income taxes 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 ju

risdiction respectively Expected and executed additional tax

payments respectively tax refunds for prior years are also tak

en into account Under the
liability method deferred tax as

sets and liabilities are recognized for future tax consequences

attributable to differences between the financial statement

carrying amounts of existing assets and liabilities and their re

spective tax bases The effect on deferred tax assets and liabili

ties of change in tax rates is recognized in the income state-

ment unless related to items directiy recognized in equity in

the period the new laws are enacted or substantively enacted

Deferred tax assets are recognized to the extent that it is prob

able that future taxable income will be available against which

the deductible temporary differences unused tax losses and

unused tax credits can be utilized

Inventories 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

and labor and applicable manufacturing overheads including

depreciation charges Net realizable value is the estimated sell

ing price in the ordinary course of business less the estimated

costs of completion and selling expenses

Defined benefit plans Siemens measures the entitlements

of the defined benefit plans by applying the projected unit

credit method The approach reflects an actuarially calculated

net present value of the future benefit entitlement for services

already rendered In determining the net present value of the

future benefit entitlement for service already rendered De
fined Benefit Obligation DBO Siemens considers future

compensation and benefit increases because the employees

final benefit entitlement at regular retirement age depends on

future compensation or benefit increases For post-employ

ment healthcare benefits Siemens considers health care

trends in the actuarial valuations

For unfunded plans Siemens recognizes pension liability equal

to the DBO adjusted by unrecognized past service cost For fund

ed plans Siemens offsets the fair value of the plan assets with

the benefit obligations Siemens recognizes the net amount af

ter adjustments for effects relating to unrecognized past service

cost and any asset ceiling in line item Pension plans and similar

commitments or in line item Other current assets

Actuarial gains and losses resulting for example from an ad

justment of the discount rate or from difference between ac

tual and expected return on plan assets are recognized by

Siemens in the Consolidated Statements of Comprehensive In

come in the year in which they occur Those effects are record

ed in full directly in equity net of tax

Provisions provision is recognized in the Statement of

Financial Position when the Company has present legal or

constructive obligation as result of past event it is probable

that an outflow of economic benefits will be required to settle

the obligation and reliable estimate can be made of the

amount of the obligation If the effect is material provisions

are recognized at present value by discounting the expected

future cash flows at pretax rate that reflects current market
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assessments of the time value of money When contract be

comes onerous the present obligation under the contract is

recognized as provision and measured at the lower of the ex

pected cost of
fulfilling

the contract and the expected cost of

terminating the contract as far as they exceed the expected

economic benefits of the contract Additions to provisions and

reversals are generally recognized in the Consolidated State

ments of Income The present value of the recognized obliga

tions associated with the retirement of property plant and

equipment asset retirement obligations that result from the

acquisition construction development or normal use of an as

set is added to the carrying amount of the related asset The

additional carrying amount is depreciated over the useful life

of the related asset Additions to and reductions from the pres

ent value of asset retirement obligations that result from

changes in estimates are generally recognized by adjusting the

carrying amount of the related asset and provision If the asset

retirement obligation is settled for other than the carrying

amount of the
liability

the Company recognizes gain or loss

on settlement

Termination benefits Termination benefits are recognized

in the period incurred and when the amount is reasonably es

timable Termination benefits in accordance with LAS 19 Em
ployee Benefits are recognized as liability and an expense

when the entity has demonstrably committed itself through

formal termination plan or otherwise created valid expecta

tion to either provide termination benefits as result of an of

fer made in order to encourage voluntary redundancy or termi

nate employment before the normal retirement date

Financial instruments financial instrument is any con

tract that gives rise to financial asset of one entity and

financial liability or equity instrument of another entity Finan

cial assets of the Company mainly include cash and cash

equivalents available-for-sale financial assets trade receiv

ables loans receivable finance lease receivables and deriva

tive financial instruments with positive fair value Cash and

cash equivalents are not included within the category avail

able-for-sale 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 lia

bilities at fair value through profit or loss at inception Fair

Value Option Based on their nature financial instruments are

classified as financial assets and financial liabilities measured

at cost or amortized cost and financial assets and financial lia

bilities measured at fair value and as receivables from finance

leases

Financial instruments are recognized on the Consolidated State

ments of Financial Position when Siemens becomes party to

the contractual obligations of the instrument Regular way pur

chases or sales of financial assets i.e purchases or sales under

contract whose terms require delivery of the asset within the

time frame established generally by regulation or convention in

the marketplace concerned are accounted for at the trade date

Initially
financial instruments are recognized at their fair val

ue Transaction costs directly attributable to the acquisition or

issue of financial instruments are only recognized in determin

ing the carrying amount if the financial instruments are not

measured at fair value through profit or loss Finance lease re

ceivables are recognized at an amount equal to the net invest

ment in the lease Subsequently financial assets and liabilities

are measured according to the category cash and cash equiv

alents available-for-sale financial assets loans and receiv

ables financial liabilities measured at amortized cost or finan

cial assets and liabilities classified as held for trading to

which they are assigned

Cash and cash equivalents The Company considers all

highly liquid investments with less than three months maturi

ty from the date of acquisition to be cash equivalents Cash

and cash equivalents are measured at cost

Available-for-sale financial assets Investments in equity

instruments debt instruments and fund shares are all classified

as available-for-sale financial assets and are measured at fair

value if reliably measurable Unrealized gains and losses net of

applicable deferred income taxes are recognized in line item

Other comprehensive income net of tax Provided that fair val

ue cannot be reliably determined Siemens measures available-

for-sale financial instruments at cost This applies to equity in

struments 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 determination of fair value

When available-for-sale financial assets incur decline in fair

value below acquisition cost and there is objective evidence

that the asset is impaired the cumulative loss that has been

recognized in equity is removed from equity and recognized in

the Consolidated Statements of Income The Company consid

ers all available evidence such as market conditions and pric

es investee-specific factors and the duration as well as the ex

tent to which fair value is less than acquisition cost in evaluat

ing potential impairment of its available-for-sale financial as

sets The Company considers dedine in fair value as objective

evidence of impairment if the decline exceeds 20% of costs or

continues for more than six months An impairment loss for

debt instruments is reversed in subsequent periods if the rea

sons for the impairment no longer exist
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Loans and receivables Financial assets classified as loans

and receivables are measured at amortized cost using the ef

fective interest method less any impairment losses Impair

ment losses on trade and other receivables are recognized us

ing separate allowance accounts Loans and receivables bear

ing no or lower interest rates compared to market rates with

maturity of more than one year are discounted

Financial liabilities Siemens measures financial liabilities

except for derivative financial instruments at amortized cost

using the effective interest method

Derivative financial instruments Derivative financial in

struments such as foreign currency exchange contracts and

interest rate swap contracts are measured at fair value Deriv

ative financial instruments are classified as held for trading un

less they are designated as hedging instruments for which

hedge accounting is applied Changes in the fair value of deriv

ative financial instruments are recognized periodically either

in net income or in the case of cash flow hedge in line item

Other comprehensive income net of tax applicable deferred

income taxes Certain derivative instruments embedded in

host contracts are also accounted for separately as derivatives

Fair value hedges The carrying amount of the hedged item

is adjusted by the gain or loss attributable to the hedged risk

Where an unrecognized firm commitment is designated as

hedged item the subsequent cumulative change in its fair val

ue is recognized as separate financial asset or liability with

corresponding gain or loss recognized in net income

For hedged items carried at amortized cost the adjustment is

amortized until maturity of the hedged item For hedged firm

commitments the initial carrying amount of the assets or liabili

ties that result from meeting the firm commitments are adjust

ed to include the cumulative changes in the fair value that were

previously recognized as separate financial assets or liabilities

Cash flow hedges The effective portion of changes in the fair

value of derivative instruments designated as cash flow hedges

are recognized in line item Other comprehensive income net of

tax applicable deferred income taxes and any
ineffective

portion is recognized immediately in net income Amounts accu

mulated in equity are reclassified into net income in the same

periods in which the hedged item affects net income

Share-based payment IFRS Share-based payment distin

guishes between cash-settled and equity-settled share-based

payment transactions For both types the fair value is mea

sured at grant date and compensation expense is recognized

over the vesting period during which the employees become

unconditionally entitled to the awards granted Cash-settled

awards are re-measured at fair value at the end of each report

ing period and upon settlement Siemens uses an option pric

ing model to determine the fair value of stock options The fair

value of other share-based awards such as stock awards

matching shares and shares granted under the Jubilee Share

Program is determined as the market price of Siemens shares

considering dividends during the vesting period the grantees

are not entitled to and market conditions and non-vesting con

ditions if applicable

Prior-year information The presentation of certain prior-

year information has been reclassified to conform to the current

year presentation

RECENTLY ADOPTED ACCOUNTING

PRONOUNCEMENTS
in October 2010 the IASB issued amendments to IFRS Finan

cial instruments Disclosures which enhance the disclosure

requirements hence maintain the derecognition model of LAS

39 The amendments increase the disclosure requirements for

transfers of financial assets where the transferor retains con

tinuing involvement in the transferred asset additional disclo

sures are required if disproportionate amount of transfer

transactions are undertaken around the end of reporting pe
riod The amendment is applicable for annual reporting peri

ods beginning on or after July 2011 early adoption is permit

ted The adoption of IFRS did not result in material impact

on the Companys Consolidated Financial Statements

Tn June 2011 the IASB issued Presentation of Items of Other

Comprehensive Income Amendments to lAS which re

quires the grouping of items presented in other comprehen

sive income on the basis of whether they are potentially reclas

sifiable to profit or loss subsequently The Company early

adopted the amendment as of September 30 2012

RECENT ACCOUNTING PRONOUNCEMENTS
NOT YET ADOPTED

The following pronouncements issued by the IASB are not yet

effective and have not yet been adopted by the Company

In December 2011 the IASB issued amendments to lAS 32

Financial Instruments Presentation and IFRS Financial In

struments Disclosures regarding offsetting of financial assets

and financial liabilities The amendment to lAS 32 clarifies the

existing offsetting rules and is effective for reporting periods

beginning on or after January 2014 early application is per

mitted however it requires the application of the amendments

to IFRS These amendments to IFRS expand the disclosure

requirements for financial assets and financial liabilities offset

in the statements of financial position including netting agree

ments where netting is subject to certain future events This
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amendment is effective for reporting periods beginning on or

after January 2013 Both amendments have not yet been en

dorsed by the European Union

In June 2011 the IASB issued lAS 19 Employee Benefits revised

2011 lAS 19R The Company expects the following amendments

to have significant impact on the Companys Consolidated

Financial Statements lAS 19R replaces the expected return on as

sets and interest costs on the defined benefit obligation with

single net interest component unvested past service costs will be

recognized in income immediately when incurred lAS 19R also

includes enhanced presentation and disclosure requirements

The standard is effective for annual periods beginning on or after

January 2013 early application is permitted The amendment

has been endorsed by the European Union in June 2012 The

Company will adopt the revised standard in fiscal 2013 lAS 19R

requires retrospective application and the presentation of transi

tion effects for the opening statement of financial position as of

October 2011 for which Siemens does not expect significant

effects on the line items Total comprehensive income as well as

Total equity For fiscal 2012 expenses from pensions increase

approximately by 360 million pre-tax once lAS 19R is applied For

fiscal 2013 the expenses from pensions would approximately

be level to the adjusted expenses from pensions in fiscal 2012

In May 2011 the IASB 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 Arrange

ments IFRS 12 Disclosure of Interests in Other Entities arid

consequential amendments to lAS 27 Separate Financial State

ments amended 2011 and LAS 28 Investments in Associates

and Joint Ventures amended 2011

IFRS 10 builds on existing principles by identifying compre

hensive concept of control as the determining factor in whether

an entity should be included within the Consolidated Financial

Statements The standard provides additional guidance to assist

in the determination of control where this is difficult to assess

IFHS 11 provides guidance for the accounting of joint arrange

ments by focusing on the rights and obligations of the arrange

ment rather than its legal form

IFRS 12 is new and comprehensive standard on disclosure re

quirements for all forms of interests in other entities includ

ing joint arrangements associates structured entities and off

balance sheet vehicles

IFBS 10 11 12 and the consequential amendments to LAS 27

and lAS 28 are effective for annual periods beginning on or af

ter January 2013 These new or amended standards may be

adopted early however all as of the same date except that an

entity may early adopt the disclosure provisions of IFRS 12 The

standards are to be applied on retrospective basis IFRS 10 11

12 and the consequential amendments to lAS 27 and lAS 28

are not endorsed by the European Union yet Siemens will

adopt IFRS 10 11 12 and the consequential amendments to

27 and lAS 28 in fiscal 2014 The Company does not expect

material impact on its Consolidated Financial Statements

from these standards

In May 2011 the IASB issued IFRS 13 Fair Value Measurement

The new standard defines fair value and standardizes disclo

sures on fair value measurements of both financial and non

financial instrument items The new standard is applicable for

annual periods beginning on or after January 2013 early

adoption is permitted IFRS 13 is not endorsed by the European

Union yet Siemens will adopt IFRS 13 in fiscal 2014 Regarding

financial instruments the majority of changes required by

IFRS 13 have already been introduced mainly by amendments

to IFRS Financial Instruments Disclosures The Company

does not expect material impact on the Consolidated Finan

cial Statements upon adopting IFRS 13

In November 2009 the IASB issued IFRS Financial Instru

ments This standard is the first phase of the LASBs three-phase

project to replace lAS 39 Financial Instruments Recognition

and Measurement IF PS amends the classification and mea

surement requirements for financial assets including some hy
brid contracts It uses single approach to determine whether

financial asset is measured at amortized cost or at fair value re

placing the different rules in lAS 39 The approach in IFRS is

based on how an entity manages its financial instruments its

business model and the contractual cash flow characteristics of

the financial assets The new standard also requires single im

pairment method to be used replacing the different impair

ment methods in lAS 39 In December 2011 the IASB deferred

the mandatory effective date from annual reporting periods be

ginning on or after January 2013 to annual reporting periods

beginning on or after January 2015 early application is per

mitted The LASB also provided relief from restating comparative

financial statements for the effect of applying IFRS instead

additional transition disclosures will be required The European

Financial Reporting Advisory Group postponed its endorsement

advice to take more time to consider the output from the LASB

project to improve accounting for financial instruments The

Company is currently assessing the impacts of adopting IFRS

on the Companys Consolidated Financial Statements

The IASB issued various other pronouncements These recent

ly adopted pronouncements as well as pronouncements not

yet adopted do not have material impact on Siemens Consol

idated Financial Statements
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NOTC3 Critical accounting estimates

Siemens Consolidated Financial Statements are prepared in ac

cordance with IFRS as issued by the IASB and as adopted by the

EU Siemens significant accounting policies as described in

-- NOrh SUMMARY OF SONFCAWT AccoUNTG oucss are es

sential to understanding the Companys results of operations

financial positions and cash flows Certain of these accounting

policies require critical accounting estimates that involve com

plex 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 the Companys results of operations financial positions and

cash flows Critical accounting estimates could also involve es

timates where management reasonably could have used dif

ferent estimate in the current accounting period Management

cautions that future events often vary from forecasts and that

estimates routinely require adjustment

Revenue recognition on construction contracts The

Companys Sectors particularly Energy Industry and Infra

structure Cities conduct significant portion of their busi

ness under construction contracts with customers The

Company generally accounts for construction projects using

the percentage-of-completion method recognizing revenue as

performance on contract progresses Certain long-term service

contracts are accounted for under the percentage-of-comple

tion method as well This method places considerable impor

tance on accurate estimates of the extent of progress towards

completion and may involve estimates on the scope of deliver

ies and services required for
fulfilling

the contractually defined

obligations Depending on the methodology to determine con

tract progress the significant estimates include total contract

costs remaining costs to completion total contract revenues

contract risks including technical political and regulatory

risks and other judgments Management of the operating

Divisions continually reviews all estimates involved in such

construction contracts including commercial feasibility and

adjusts them as necessary Under the percentage-of-comple

tion method such changes in estimates may lead to an in

crease or decrease of revenues in the respective reporting pe
riod The Company also uses the percentage-of-completion

method for projects financed directly or indirectly by Siemens

In order to qualify for such accounting the credit quality of the

customer must meet certain minimum parameters as evi

denced by the customers credit rating or by credit analysis

performed by Financial Services SF5 At minimum cus

tomers credit rating must be single or B2 respectively from

external rating agencies or an equivalent SFS-determined rat

ing 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 reasonable basis for

assessing credit quality

Trade and other receivables The allowance for doubtful

accounts involves significant management judgment and re

view of individual receivables based on individual customer

creditworthiness current economic trends including the de

velopments of the European sovereign debt crisis and analysis

of historical bad debts on portfolio basis For the determina

tion of the country-specific component of the individual allow

ance we also consider country credit ratings which are cen

trally
determined based on information from external rating

agencies Regarding the determination of the valuation allow

ance derived from portfolio-based analysis of historical bad

debts decline of receivables in volume results in corre

sponding reduction of such provisions and vice versa As of

September 30 2012 and 2011 Siemens recorded total valua

tion allowance for trade and other receivables of 1190 million

and 1147 million respectively

Impairment Siemens tests at least annually whether good

will has incurred any impairment in accordance with its ac

counting policy The determination of the recoverable amount

of cash-generating unit or group of cash-generating units

to which goodwill is allocated involves the use of estimates by

management The outcome predicted by these estimates is in

fluenced e.g by the successful integration of acquired enti

ties volatility of capital markets interest rate developments

foreign exchange rate fluctuations and the outlook on eco

nomic trends The recoverable amount is the higher of the

cash-generating units or the group of cash-generating units

fair value less costs to sell and its value in use The Company

generally uses discounted cash flow based methods to deter

mine these values These discounted cash flow calculations

use five-year projections that are based on financial plannings

Cash flow projections take into account past experience and

represent managements best estimate about future develop

ments Cash flows after the planning period are extrapolated

using individual growth rates Key assumptions on which

management has based its determination of fair value less

costs to sell and value in use include estimated growth rates

weighted average cost of capital and tax rates These esti

mates including the methodology used can have material

impact on the respective values and ultimately the amount of

any goodwill impairment In fiscal 2011 the Company assessed

the current commercial feasibility of its solar and hydro busi

ness the level at which goodwill is monitored from the group

perspective as part of the Renewable Energy Division of the

Energy Sector and recorded goodwill impairment loss Fur

ther impairments were recorded in fiscal 2012 These impair

ments are presented in discontinued operations
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Likewise whenever property plant and equipment other in

tangible assets and investments accounted for using the equi

ty method are tested for impairment the determination of the

assets recoverable amount involves the use of estimates by

management and can have material impact on the respective

values and ultimately the amount of any impairment

The equity method requires an analysis of triggering events

for impairment or reversal of impairment Whether future im

pairments or reversal of the impairment of our investment in

Nokia Siemens Networks B.V NSN will be required is depen

dent on its ability to grow and or otherwise return to increas

irig profitability

Non-current assets and disposal groups classified as

held for disposal Assets held for disposal and disposal

groups are measured at the lower of their carrying amount

and their fair value less costs to sell The determination of the

fair value less costs to sell includes the use of management es

timates and assumptions that tend to be uncertain

In the fourth quarter of fiscal 2012 Siemens decided to sell its

solar business consisting of the Business Units Solar Thermal

Energy and Photovoltaics As of the end of fiscal 2012 Siemens

classified each business unit as held for disposal and discon

tinued operation as sale within one year is considered highly

probable by the management

In June 2012 Siemens classified OSRAM as held for disposal

and discontinued operations as listing via spin-off within one

year was considered highly probable This expectation is based

on managements judgment considering the obligatory share

holder approval based on past experience with other capital

matters suggested for approval at the general shareholders

meeting feedback from the financial market and the economic

rationale of the decision from shareholder perspective

In fiscal 2011 the disposal group Siemens if Solutions and Ser

vices was measured at fair value less costs to sell upon classifi

cation as held for disposal and discontinued operation The fair

value was assumed to be represented by the purchase price as

negotiated between Siemens and Atos S.A AtoS including

the consideration that AtoS committed itself to pay for the

transfer of Siemens IT Solutions and Services less commit

ments entered into by Siemens The valuation of these com

mitments involves subjective judgment by management on

the probability timing and amount of these obligations These

management estimates had an effect on the amount of impair

ment losses recognized during fiscal 2011 and on the deconsol

idation result recognized in the fourth quarter of fiscal 2011 as

well as on the subsequent measurement of the obligations in

fiscal 2012 These estimates are subject to change and thus any

variation to the estimates could influence the amount of the

total loss on the disposal of Siemens IT Solutions and Services

presented within discontinued operations beyond fiscal 2011

Employee benefit accounting Pension plans and similar

commitments Obligations for pension and other post-em

ployment benefits and related net periodic benefit costs are

determined in accordance with actuarial valuations These val

uations rely on key assumptions including discount rates

expected return on plan assets expected salary increases

mortality rates and health care trend rates The discount rate

assumptions are determined by reference to yields on high-

quality corporate bonds of appropriate duration and currency

at the end of the reporting period In case such yields are not

available discount rates are based on government bonds

yields Expected returns on plan assets assumptions are deter

mined on uniform methodology considering long-term his

torical returns and asset allocations Due to changing market

and economic conditions the underlying key assumptions may

differ from actual developments and may lead to significant

changes in pension and other post-employment benefit obli

gations Such differences are recognized in full directly in

equity in the period in which they occur without affecting

profit or loss For sensitivity analysis see Nors PENSION

PLANS AND SIMILAR COMMFrMENTS

Provisions Significant estimates are involved in the deter

mination of provisions related to onerous contracts warranty

costs asset retirement obligations and legal proceedings

significant portion of the business of certain operating divi

sions is performed pursuant to long-term contracts often for

large projects in Germany and abroad awarded on competi

tive bidding basis Siemens records provision for onerous

sales contracts when current estimates of total contract costs

exceed expected contract revenue Such estimates are subject

to change based on new information as projects progress to

ward completion Onerous sales contracts are identified 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 MobiityLogistics Division Indus

try Automation Division at Healthcare in the Fossil Power

Generation Division and in the Power Transmission Division

as well as estimates involving warranty costs and estimates

regarding project delays including the assessment of respon

sibility splits between the contract partners for these delays

Significant estimates and assumptions are also involved in

the determination of provisions related to major asset retire

ment obligations Uncertainties surrounding the amount to

be recognized include for example the estimated costs of
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decommissioning because of the long time frame over which

future cash outflows are expected to occur including the re

spective interest accretion Amongst others the estimated

cash outflows could alter significantly if and when political

developments affect the governments plans to develop the

final storage

Siemens is subject to legal and regulatory proceedings in vari

ous jurisdictions Such proceedings may result in criminal or civ

il sanctions penalties or disgorgements against the Company

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 estimat

ed Regulatory and legal proceedings as well as government in

vestigations often involve complex legal issues and are subject

to substantial uncertainties Accordingly management exercis

es considerable judgment in determining whether there is

present obligation as result of past event at the end of the re

porting period whether it is more likely
than not that such

proceeding will result in an outflow of resources and whether

the amount of the obligation can be reliably estimated The

Company periodically reviews the status of these proceedings

with both inside and outside counsel These judgments are sub

ject to change as new information becomes available The re

quired amount of provision may change in the future due to

new developments in the particular matter Revisions to esti

mates may significantly impact future net income Upon resolu

tion Siemens may incur charges in excess of the recorded pro

visions for such matters It cannot be excluded that the finan

cial position or results of operations of Siemens will be materi

ally affected by an unfavorable outcome of legal or regulatory

proceedings or government investigations

Income taxes 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 complex

and subject to different interpretations of taxpayers and local

tax authorities Deferred tax assets are recognized if sufficient

future taxable profit is available including income from fore

casted operating earnings the reversal of existing taxable

temporary differences and established tax planning opportuni

ties As of each period-end management evaluates the recov

erability of deferred tax assets based on projected future tax

able profits As future developments are uncertain and partly

beyond managements control assumptions are necessary to

estimate future taxable profits as well as the period in which

deferred tax assets will recover Estimates are revised in the

period in which there is sufficient evidence to revise the as

sumption If management considers it probable that all or

portion of deferred tax asset cannot be realized corre

sponding valuation allowance is taken into account

NOTE Acquisitions dispositions

and discontinued operations

ACQUISITIONS

In fiscal 2012 and 2011 the Company completed number of

acquisitions which are included in the Companys Consolidat

ed Financial Statements since the date of acquisition

aa Acquisitions in fiscal 2012

At the beginning of May 2012 Siemens acquired all of the

shares of five entities constituting the Connectors and Mea

surements division of Expro Holdings UK Ltd The acquired

business engineers and manufactures subsea components

such as cable connectors sensors and measuring devices

With this acquisition Siemens aimed for strategically expand

ing its portfolio in the attractive future market for subsea pow
er grids The aggregate consideration amounts to 469 million

including million cash acquired The acquired business

will be integrated into Energy Sectors Oil Gas Division The

following figures represent the preliminary purchase price al

location and show the amounts recognized as of the acquisi

tion date for each major class of assets acquired and liabilities

assumed Intangible assets 164 million Property plant and

equipment 23 million Inventories 19 million Receivables

25 million Liabilities 36 million and Deferred income tax li

abilities 38 millionIntangible assets mainly relate to custom

er relationships of 46 million with useful lives from nine to 13

years technology of 100 million with useful life of eight to

twelve years and order backlog of 12 million with useful life

of two years Goodwill of 300 million comprises intangible as

sets that are not separable such as employee know-how and

expected synergy effects Including effects from purchase ac

counting and integration costs the acquired business contrib

uted revenues of 57 million and net profit of 12 million to

Siemens for the period from acquisition to September 30 2012

If the acquired business had been included as of October

2011 the impact on consolidated revenues and consolidated

net income for the twelve months ended September 30 2012

would have been 121 million and 41 million respectively

Furthermore in fiscal 2012 Siemens completed the acquisition

of number of entities presented in continuing operations

which are not significant individually including RuggedCom

Inc provider of robust industrial-quality Ethernet communi

cation products and network solutions at the Industry Sectors

Industry Automation Division the NEM B.V business special

ist in heat recovery steam generators for combined-cycle gas

and steam power plants at Energy Sectors Fossil Power Gener

ation Division and eMeter Corporation meter data manage

ment specialist at Infrastructure Cities Sectors Smart Grid

Division The aggregate consideration including cash acquired

of all of these acquisitions amounts to 946 million
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The following figures represent the preliminary purchase price

allocations and show the amounts recognized for each major

class of assets acquired and liabilities assumed

he kern et

Ocodwifi 571

Tethnoogy 126

CUOcmer Rrtosh5 117

Other ntangdee aases 49

Other QnJhVCd aSwL5 56

Trade and ether roe vabes 82

nventodes 39

Other current Ossets 70

Cash and ch equivaents 138

Total assets acqtd red 1248

Other iaOtde snd provkhflS 151

Deferred ta FohHftes 52

Current Iabifte.t 76

Total liabtities assumed 279

The respective acquisitions led to non-controlling interests of

23 million Goodwill comprises intangible assets that are not

separable such as employee know how and expected synergy

effects Including purchase price accounting effects and inte

gration costs the acquired entities contrthuted revenues of

271 million and net loss of million to Siemens for the peri

od from the respective acquisition date to September 302012 If

these acquired business had been included as of October

2011 the impact on consolidated revenues and consolidated net

income for the twelve months ended September 30 2012 would

have been 389 million and 14 million respectively

ab Acquisitions in fiscal 2011

In January 2011 Siemens made binding offer to purchase ad

ditional shares in order to increase its stake in its publicly list

ed Indian subsidiary Siemens Ltd from about 55% to maxi

mum of 75% The Company offered the shareholders of

Siemens Ltd to purchase their shares for price of INR 930

million per share written put The offer period began on

March 25 2011 and ended on April 13 2011 The offer was ac

cepted in full until that date and the transaction was complet

ed at the end of April 2011 At the date of public announce

ment the purchase was accounted for as acquisition of non-

controlling interests qualifying as transaction between

shareholders as present ownership was transferred As re

sult line items Retained earnings and Non-controlling inter-

ests decreased by 857 million and 121 million respectively

Transaction costs net of tax were deducted from equity Line

item Other comprehensive income was proportionally reallo

cated between line items Non-controlling interests and Total

equity attributable to shareholders of Siemens AG

In fiscal 2011 Siemens additionally acquired various entities

which were not material either individually or in aggregate

DISPOSITIONS AND DISCONTINUED OPERATIONS

ha Dispositions not qualifying for discontinued

operations closed transactions

Dispositions in fiscal 2012

In fiscal 2012 Siemens completed the disposition of various

entities which are not significant either individually or in ag

gregate

Dispositions in fiscal 2011

In January 2009 Siemens had announced that it will terminate

the Shareholders Agreement of the joint venture Areva NP

S.A.S and sell its 34% interest in Areva NP S.AS to the majority

shareholder Areva S.A Areva by exercising the put option

Following this Areva NP SAS had been presented as asset

held for disposal since the second quarter of fiscal 2009 with

carrying amount of 190 million In March 2011 an indepen

dent expert appointed 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 SA.S Following this the shares previ

ously accounted for as an available-for-sale financial asset held

for disposal at the Energy Sector were transferred to Areva and

derecognized at Siemens In May 2011 an arbitral tribunal of

the International Chamber of Commerce ruled on the modali

ties of Siemens exit from the joint venture Areva NP AS The

two transactions in connection with the sale of Areva NP S.A.S

resulted in gain of 838 million in fiscal 2011 which was rec

ognized in Income expense from available-for-sale financial

assets net and which can be split up in 1520 million dispos

al gain in the second quarter of fiscal 2011 related to the termi

nation of the Areva NP S.A.S joint venture and loss of 682

million incurred in the third quarter on the arbitrational ruling

related to Siemens exit from the joint venture Areva NP S.A.S

In January 2011 the sale of the 49% interest in Krauss-Maffei

Wegmann GmbH Co KG KMW to Wegmann 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

KMW which used to be reported in Equity Investments was in

cluded in line item Income loss from investments accounted

for using the equity method net and amounts to 90 million
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At the end of July 2010 Siemens signed an agreement to sell Accordingly the results of the solar business are disclosed as

its Electronics Assembly Systems business EA which was re

ported in Centrally managed portfolio activities to ASM Pacific

Technology Ltd The transaction closed at the beginning of

January 2011 Total losses on disposal of EA amounted to 107

million including loss amounting to million in fiscal 2011

In fiscal 2011 Siemens completed the disposition of further enti

ties which were not material either individually or in aggregate

bb Dispositions not qualifying for discontinued

operations held for disposal

The Consolidated Statements of Financial Position as of Sep

tember 30 2012 and 2011 include assets held for disposal of

106 million and 249 million and liabilities held for disposal

of 39 million and respectively that do not qualify as dis

continued operations Included as of September 30 2011 is

mainly the carrying amount of the 25% interest in OAO Power

Machines held by the Energy Sector which was sold in the

first quarter of fiscal 2012

discontinued operations in the Companys Consolidated State

ments of Income for all periods presented

Yo dd tepterir

On rflosf 2012 20fl

ReveriLe 199 20

Excrees 351 606

Loss or the 1IO4SUC flOlt IC .lr LIQ CSS

costs to sell or on the iepo.r of toe dsposl

group consOtuting the dscontirtcl operations 106
Pretax loss from discontinued operations 259 366
Income taxue on ord.nary at VOOV 17

lnt.ornc taxes on to loss on tc me.tsurement

to far VCiUC es rost t.el or on lhc

disposa of the clrpo al group ujust at NJ

the disco ilinued_opereton

Loss from discontinued operations

net of income taxes 241 355

bc Discontinued operations

General

Siemens reports in this section about discontinued operations

separately The disclosures in the Notes to the Consolidated Fi

nancial Statements outside this section relate to continuing

operations unless marked otherwise

Net results of discontinued operations presented in the Con

solidated Statements of Income in fiscal 2012 and 2011 amount

to 595 million thereof 59 million income tax and

1055 million thereof 37 million income tax respectively

Net results of discontinued operations for the periods present

ed relate to solar business OSRPM Siemens IT Solutions and

Services and the former operating segments Communications

Corn and Siemens VDO Automotive SV

Net income from discontinued operations attributable to

shareholders of Siemens AG for fiscal 2012 and 2011 amount to

595 million and 1044 million

Solar business discontinued operations assets

and liabilities held for disposal

In the fourth quarter of fiscal 2012 Siemens decided to sell its

solar business consisting of the Business Units Solar Thermal

Energy and Photovoltaics The conditions for the respective

business units to be classified as held for disposal and discon

tinued operations were fulfilled for each business unit as of

the end of fiscal 2012 The respective business units are aggre

gated for presentation purposes

Upon classification as held for disposal and discontinued oper

ations in the fourth quarter of fiscal 2012 the solar business

was measured at the lower of their previous carrying amount

and fair value less costs to sell The associated loss recognized

includes the impairment of the entire remaining goodwill of

the solar business amounting to 85 million and the impair

ments related to non-current assets in the measurement scope

of the disposal group amounting to 21 million

In fiscal 2011 expenses include impairments of 231 million

which were recognized in connection with the solar business

Those impairments included goodwill impairment and an

impairment of the equity investment Mchimede Solar Energy

S.r.l Italy Archimede

As of the third quarter of fiscal 2011 separate monitoring of

the Solar Thermal Energy STh business within the Renew

able Energy Division was initiated amongst others due to the

different business and market patterns in comparison to the

wind power business Accordingly the annual impairment test

for goodwill as of September 30 2011 was performed at lower

level than the Renewable Energy Division

The annual test for impairment of goodwill of fiscal 2011 of the

solar and hydro business within the Energy Sector was per

formed as of September 30 2011 As result in the solar and

hydro business of the Energy Sector an impairment loss of

128 million was recognized The goodwill impaired is mainly

attributable to the acquisition of Siemens Concentrated Solar

Power Ltd former Solel Solar Systems Ltd.
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As result of market assessment which was completed in

the three months ended September 30 2011 the growth pros

pects and the long-term market development for the concen

trated solar power business have been reassessed and the un

derlying business planning has been adjusted accordingly to

reflect expected lower growth prospects Cash flows were dis

counted at rate of 9.1% whereas cash flows beyond the five-

year planning period were extrapolated using constant

growth rate of 1.5% The main reason for the deteriorated mar

ket perspective was shift from STE technology to Photovolta

ic technology in particular in the U.S market The adjusted

business plan resulting from the market assessment was the

basis for the annual goodwill impairment test in the three

months ended September 30 2011

In the fourth quarter of fiscal 2011 the investment in Archimede

was impaired by 43 million The main triggering events for

the impairment were the reassessment of the long-term mar

ket developments and the continuing lack of reference proj

ect As consequence the underlying business planning of the

investment has been adjusted to reflect the expected lower

growth prospects The Archimede impairment was based on

fair value less costs to sell applying discounted cash flow

method which assumed discount rate of 9.1% and terminal

value growth rate of 0%

The assets and liabilities of the solar business are presented as

held for disposal in the Consolidated Statements of Financial

Position as of September 302012 The carrying amounts of the

major classes of assets and liabilities of the solar business

were as follows

September 30

Un nons of 2012

Trade md other receivables 29

Inventories 48

Property plorl and equipment 18

Financial assets 105

Other assets 24

Assets classified as held for
disposal 224

Trade payhies 30

Current provisions 24

Other current rabrlrtres 66

Ohr libilieie

Liabilities associated with

assets classified as held fr disposal 126

OSRAM dliscontinued operations assets

and liabilities held for disposal

In March 2011 Siemens announced that it planned to publicly

list its subsidiary OSRAM Siemens intended to retain minority

stake in OSRAM The conditions for OSRAM to be classified as

held for disposal and discontinued operations were fulfilled as

of the end of the second quarter of fiscal 2011 Facing the mar

ket conditions Siemens decided in June 2012 to prepare parallel

and alternatively to the aforementioned plan of an initial public

offering an offering of OSRAM in the form of spin-off by issu

ing OSRAM shares to the shareholders of Siemens AG and sub

sequent listing of these shares Also in this simultaneously pre

pared form of listing that requires approval at the general

shareholders meeting Siemens plans to retain minority stake

The decision in June 2012 represented significant change of

the previous disposal plan Siemens no longer considered it

highly probable to complete the disposal of OSRAM via an ini

tial public offering by the end of calendar year 2012 resulting

in reversal of the previous classification of the disposal group

OSRAM as asset held for disposal and discontinued operations

By reversing the previous classification Siemens recognized in

the third quarter of fiscal 2012 negative effect on earnings of

443 million before taxes that result from depreciation/amor

tization and impairments of property plant and equipment

and intangible assets and equity pick ups that were not recog

nized while OSRAM was previously classified as discontinued

operations 123 million referring to fiscal 2011 This effect on

earnings is presented under expenses in the table below

Siemens considers listing via spin-off as highly probable un

til June 2013 including the high probability of the shareholders

approval based on past experience with other capital matters

suggested for approval at the general shareholders meeting

feedback from the financial market and the economic rationale

of the decision from shareholder perspective Accordingly

Siemens classifies OSRAM again as held for disposal and dis

continued operations Among other impacts on Income taxes

on costs to sell Siemens adjusted deferred tax assets according

to the plan of issuing OSRAM shares in the form of spin-off

The results of OSRAM are disclosed as discontinued operations

in the Companys Consolidated Statements of Income for all

periods presented
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Year rdei Sptemher 30

in lionS of i012 2011

Revenue 5400 5032

Expenses 5454 4521

Costs to sell carveout costs 33
Pretax gain loss from discontinued

operations 87 486

Income taces ordindrV athvrtros 185

Income taxes is rusts to xc arc out rot 26

Gain loss from discontinued operations

net of income taxes 121 309

The assets and liabilities of OSRAM are presented as held for

disposal in the Consolidated Statements of Financial Position

as of September 30 2012 The carrying amounts of the major

classes of assets and liabilities of OSRAM were as follows

Se ler Ler

in iflions of z012 011

Trade and other receivables 827 8r8

Inventories 1044

Goodwill 277 238

Other intangible assets 161 174

Property plant and equipment 1416 164
Deferred lax Cssets 377 269

Cinencial assets 138 17

Other assets 212 176

Assets classified as held for disposal 4452 4652

Trade payahies 609 586

Current provisions 92 84

Other current iiabllities 380 381

Pension plans end sirniiar cornrrriiments 490 410

Other liabilities 307 279

Liabilities associated with

assets classified as held for disposal 1877 1740

joint ventures and associates of Siemens in fiscal 2012 and

2011 amounted to 137 million and 159 million respectively

Expenses resulting from transactions between OSRAM and

joint ventures and associates of Siemens in fiscal 2012 and

2011 amounted to 15 million and million respectively As

of September 30 2012 receivables from and liabilities to joint

ventures and associates are 27 million and millionrespec

tively

Acquisition in fiscai 2011

At the beginning of July 2011 Siemens acquired controlling

interest of 100% in Siteco Lighting GmbH Siteco in share

deal transaction Siteco is leading European lighting compa

fly
that supplies luminaires and lighting systems for urban in

frastructures such as public and commercial buildings

streets tunnels airports and sports stadiums The rationale

for the acquisition was to enhance Siemens activities in the

lighting market benefitting from strong relationships with

key decision makers of wholesalers and architects The aggre

gate consideration amounts to 132 million including mil

lion cash acquired which consists of 128 million paid in

cash and million recorded within Other liabilities In the

course of the acquisition Siemens AG assumed an external

bank
liability

of Siteco of 126 million Siteco has been inte

grated into OSRAM which is presented in discontinued oper

ations The following figures represent the final purchase

price allocation and show the amounts recognized as of the

acquisition date for each major class of assets acquired and

liabilities assumed Intangible assets 96 million Property

plant and equipment 70 million Inventories 38 million Re

ceivables 38 million Deferred income taxes 41 million

and Pension provisions 31 million Intangible assets mainly

relate to customer relationships of 37 million with useful

lives from two to ten years technology of 26 million with

useful lives of three to 17 years and to the Siteco corporate

brand of million which was considered to be of indefinite

useful life Goodwill of 107 million comprises intangible as

sets that are not separable such as employee know-how and

expected synergy effects

Siemens IT Solutions and Services

discontinued operations

In December 2010 Siemens and Atos S.A AtoS signed an op
tion agreement written call option which granted AtoS the

right to acquire Siemens IT Solutions and Services In February

2011 AtoS exercised this option Closing of the transaction

took place 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

Upon closing Siemens received consideration from AtoS that

included cash payment of 177 million as well as 12.5 million

newly issued shares in AtoS with five-year lock-up commit

ment and five-year convertible bond of 250 million nomi

nal value At the same time Siemens recognized liability for

purchase price adjustments relating to the net debt and net

Revenue resulting from transactions between OSRPM and
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working capital of Siemens rr Solutions and Services Siemens

also recorded contractual obligations loss provisions and risk

contingencies arising from the sales agreements with AtoS

presented in line items Current provisions Provisions and Oth

er current financial liabilities

The conditions for Siemens IT Solutions and Services to be

classified as held for disposal and discontinued operations

were fulfilled as of the second quarter of fiscal 2011 The results

are presented as discontinued operations in the Companys

Consolidated Statements of Income for all periods presented

with the exception of certain business activities which remain

in the Siemens Group Business activities which remain with

Siemens primarily relate to project HERKULES which is report

ed in line item Centrally managed portfolio activities of Seg

ment information and continues to be accounted for under the

equity method

tess ieJ Sspt ssber

ons ot 201 2211

hevenue 2105

Expenscs 33 3087

Gain loxs on toe rnemjun c-nt .rh va uo

less costs sell or on the he-pm-al of Oc

disposal group ons0tutng the dkcntinued

operatons 45 14i

Pretax gain loss from discontinued

operations 12 1125

Income taxes on ordinary activities 14 97

Income taxes on the stain 1055 on the

measurement to fair value less costs to sell

or on the disposal of the disposal group

constituting the discontinued operations 25 202

Gain loss from discontinued operations

net of income taxes 41 826

The total loss recognized in fiscal 2011 on the disposal of the

disposal group Siemens IT Solutions and Services amounted to

903 million This amount includes the impairment of the

Goodwill and other non-current assets of Siemens IT Solutions

and Set-vices of 659 million deconsolidation gain of mil

lion both presented under line item Gain loss on the mea

surement to fair value less costs to sell or on the disposal of

the disposal group constituting the discontinued operations as

well as an amount of 250 million relating to the obligation to

provide support to AtoS in connection with integration and

training program which was recognized as restructuring ex

penses at Siemens IT Solutions and Services in the third quar

ter of fiscal 2011 and presented under line item Expenses Un
der line item Gain loss on the measurement to fair value less

costs to sell or on the disposal of the disposal group constitut

ing the discontinued operations also expenses for carve out

activities necessary to establish Siemens IT Solutions and Ser

vices as separate legal entity of 90 million were presented

in fiscal 2011

In fiscal 2012 line item Gain loss on the measurement to fair

value less costs to sell or on the disposal of the disposal group

constituting the discontinued operations includes besides ex

penses for carve out activities gain of 53 million This effect

is due to revised estimates with regard to the transaction-relat

ed provisions including the settlement with AtoS on the cash

purchase price adjustment relating to the net debt and net

working capital of Siemens IT Solutions and Services reached

in the second quarter of fiscal 2012 final settlement with

AtoS on all contractual obligations arising from the sales

agreements was not achieved in fiscal 2012

Revenue resulting from transactions betweeh Siemens IT Solu

tions and Services and joint ventures and associates of

Siemens in fiscal 2011 amounted to 100 million Expenses re

sulting from transactions between Siemens IT Solutions and

Services and joint ventures and associates of Siemens in fiscal

2011 amounted to 24 million

Former segments SV and Corn

discontinued operations

Net results of discontinued operations of SV activities and the

former operating segment Corn presented in the Consolidated

Statements of Income in fiscal 2012 and 2011 amounted to

260 million thereof 73 million income tax and 173
million thereof 85 million income tax respectively The

net results in fiscal 2012 relate mainly to former operating seg

ment Corn and include settlements of matter with the Greek

State with pretax impact of 143 million 104 million

after tax as well as negative tax effects of 115 million The

Company recorded reserve in the second quarter of fiscal

2011 with regard to the restructuring measures before the sale

of the SV activities in December 2007 Siemens sold its SV activ

ities in December 2007
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NOTE Other operating income

Yvor rr dvu lspteo-Ler

in millions of 2012 011

Gains on sales of riropertv

plant nd equprnent and nt igibles 208 250

Gos on disposals of businesses

see eolEa 27

Other 302 270

516 547

Item Share of profit loss net includes Siemens share in

NSNs fiscal 2012 and 2011 earnings of 741 million and

280 million respectively Siemens share in ENs fiscal 2012

and 2011 earnings of 23 million and 46 million respec

tively Siemens share in BSH Bosch und Siemens Hausgerate

GmbH BSH as well as our share in KMW sold in January 2011

the two latter totaling 194 million and 191 million in fiscal

2012 and 2011 respectively The fiscal 2012 earnings of NSN are

impacted by restructuring charges at NSN

Item Gains losses on sales net in fiscal 2012 include 79

million gain on the partial sale of interests in Bangalore Inter

national Airport Limited

In fiscal 2012 and 2011 item Other includes income in connec

tion with legal and regulatory matters

NOTE Other operating expense

Ynr dsrlvptnr serO

n-- ol 2012 201

Losses of businesses

See NOTE AT DISFOSIT1ON$ 39 30

Losses on sales of prorserty

plant and eqinpment and ntanghles 28 38
Other 209 306

276 374

NOTE Interest income interest expense

and other financial income expense net

ss dd 5pro 10

110 oss of Cl 2012

Pension related interest income 1309 1364

hterest income other than nension 925 825

Interest income 2234 2200

Pension related interest expense 1277 1273
Interest expense other then pension 450 193

Interest expense 1728 1716

Income expenu Iron avaiL_bk

finarrcial assets not 103 854

Mlscellarreou flnrnjal rlsorae cxi on net 108 204

Other financial income expense net 649

Line item Other in fiscal 2012 and 2011 includes charges related

to legal matters

NOTE Income loss from investments

accounted for using the equity method

net

il at fee SspIri se 30

is rillioss of 2012 011

Share of profit loss net 367 79

Gains losses on sales set 109 139

lrnpairrrrerii 12

Reversals of impairment

266 210

Total amounts of item Interest income and expense other

than pension were as follows

rvar vdod Svplrnbar 30

in niithoi of 2012 2011

Interest income other than nension 925 835

Interest expense other than pension 450 193

Interest income expense net

other than pension 475 342

Thereof Interesi income

expense of Operations net 34

Thereof Qllser interest income

expense net 471 376
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Item Interest income expense of Operations net includes in

terest income and expense primarily related to receivables

from customers and payables to suppliers interest on advanc

es from customers and advanced financing of customer con

tracts Item Other interest income expense net includes all

other interest amounts primarily consisting of interest relating

to corporate debt and related hedging activities as well as in

terest income on corporate assets

Item Interest income expense other than pension includes

the following with respect to financial assets financial liabili

ties not at fair value through profit or loss

Yorne he emoer 30

in rn4kent 2012 203

To ci nt- -et incon cc tcr31 ests 913 826

Total Interest expensen on Financial liabilities 792 959

toting so hedged positions heeds cniy the istesest sopense on hedged items rot

cC feirveue thrmsh prolit ned tots is included whtras item isterSet expense

othe then pension so contOrts the offsetting eieo nt interest of the hedqktg

instrument The difference in duo to the disperitins of interest rate ewop coetsacts

The components of item Income expense from available

for-sale financial assets net were as follows

Yecrenoed StetOet 50

irt roiliheris ot 2012 4111

Oivdondo received 18 12

Gains ott sales net 101 881

mpairmertt 17 40
Other

income expense from

available-for-sale financial assets net 103 854

In fiscal 2012 item Gains on sales net includes 87 million gains

from the sale of the 25% interest in OAO Power Machines held by

the Energy Sector 66 million of the gain relate to gains recycled

from Other comprehensive income as of September 30 2011

The investment was classified as held for disposal The transac

tion closed in December 2011 Regarding impacts in connection

with the disposal of Areva NP S.A.S in fiscal 2011 see -3 wore

ACQUISmONS DISPOSITIONS AND DISCONTINUED OPERATIONS

Item Miscellaneous financial income expense net in fiscal

2012 and 2011 comprises gains losses of 238 million and

114 million respectively from the accretion of provisions

and the increase decrease in the discount rate as well as ex

penses as result of allowances and write offs of finance re

ceivables net of reversals of 89 million and 42 million

respectively Furthermore gains losses related to derivative

financial instruments are included

NOTE9 Income taxes

Income from continuing operations before income tax is

attributable to the following geographic regions

f_5 5_p 30

do m3hons of it 2012 20

Germany 2488 39-7

FOreign 4791 61

7279 9608

Income tax expense benefit consists of the following

Ye dc epIcs cci

irs trillions of 2012 2011

Current tax

German corporalicsl and trade taxes 143 293

Foreign income taxes 1527 12n3

1570 158
Deferred tea

Gostriany 452 378

Foreign 28 308

424 686

Income tax expense 2094 2232

The current income tax expense in fiscal 2012 and 2011 in

cludes adjustments recognized for current tax of prior years in

the amount of 121 million and 80 million respectively The

German current tax expense in fiscal 2012 is positively affected

by receivables due to several mutual agreement procedures
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The deferred tax expense benefit in fiscal 2012 includes the

decline of deferred tax assets after the German tax audit ac

cording in particular to transfer pricing as well as in fiscal 2011

tax effects of the origination and reversal of temporary differ

ences of 62 million and 360 million

In Germany the calculation of current tax is based on corpo

rate tax rate of 15% and solidarity surcharge thereon of 5.5%

for all distributed and retained earnings In addition to corpo

rate taxation trade tax is levied on profits earned in Germany

As the German trade tax is non deductible expense the aver

age trade tax rate amounts to 15% and the combined total tax

rate results in 31% Deferred tax assets and liabilities are mea

sured at tax rates that are expected to apply to the period when

the asset is realized or the liability is settled

For foreign subsidiaries current taxes are calculated based on

the local tax laws and applicable tax rates in the individual for

eign countries Deferred tax assets and liabilities are measured

at the tax rates that are expected to apply to the period when

the asset is realized or the
liability

is settled

Income tax expense differs from the amounts computed by

applying combined statutory German income tax rate of 31%

as follows

Ynsr dan SaptamSar 50

in ions of 2012 .0I1

Expected income Lax expense 2257 2978

Increase decrease in

income taxes resuiting fmorrr

Non-deductible losses arid expenses 390 361

lax-free income 427 929

Tdxes for
prioryears 63 19

Change in
reaiizebitty

of

deferred tax assets and tax credits 17 24

Change in Lax rates 39

Foreign tax rate differential 114 151

Tax effect of investments

accounted for
using

the
equily

method 113 24

Other net

Actual income tax expense 2094 2232

The tax free income in fiscal 2011 is mainly attributable to the

Areva NP S.A.S disposal

Deferred income tax assets and liabilities on gross basis are

summarized as follows

Yaar dad Septer.r 30

in nUioss 2012 2011

Assets

Financial assets 52 79

Other intancribia assets 169 2b

Property plani end equiptrent 288 273

Inventories 551 528

Receivables 541 486

Pension plans and eimilsr commitments 3267 2387

Provisions 1617 1538

Liaiilities 2513 234

rex loss and credit carryForward 1296 20b8

Oilier 231 191

Osferred tas assets 10585 10135

liabilities

Financial assets 236 162

Other intangible asse Ls 1407 1451

Property plant and equipment 782 796

Inventorios 1857 1974

Receivables 2061 1930

Provisions 450 /18

Liabilities S6 144

Other 353 349

Deferord tea habilities 7302 752

Total deferred tax assets net 3283 2611

In assessing the realizability of deferred tax assets manage

ment considers the extent to which it is probable that the

deferred tax asset will be realized The ultimate realization of

deferred tax assets is dependent upon the generation of future

taxable profits during the periods in which those temporary dif

ferences and tax loss carryforwards become deductible Man

agement considers the expected reversal of deferred tax liabili

ties and projected future taxable income in making this assess

ment Based upon the level of historical taxable income and

projections for future taxable income over the periods in which

the deferred tax assets are deductible management believes it

is probable the Company will realize the benefits of these de

ductible differences As of September 30 2012 the Company

has certain tax losses subject to significant limitations For

those losses deferred tax assets are not recognized as it is not

probable that gains will be generated to offset those losses

As of September 30 2012 and 2011 the Company had in total

4721 million and 6759 million respectively of gross tax loss

carryforwards The Company assumes that future operations

will generate sufficient taxable income to realize the deferred

tax assets
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Deferred tax assets have not been recognized with respect of

the following items gross amounts

Sepn rrrcr

3r terrs uS 2012 2311

Deductible temporary dIferenies 165 152

Tax loss carryforward 662 551

827 703

As of September 30 2012 and 2011 214 million and 224 mil

lion respectively of the unrecognized tax loss carryforwards

expire over the periods to 2023

The Company has ongoing regular tax audits concerning open

income tax years in number of jurisdictions Adequate provi

sions for all open tax years have been foreseen Among others

the German Tax Audit scrutinizes the treatment of the buy-

back of the convertible bond issued 2003 in the context of the

tax audit for the fiscal years 2006 to 2009 Although respec

tive tax assessment might be issued the risk from potential

litigation remains remote in the Companys assessment

Available-for-sale financial assets

The following tables summarize the current portion of the

Companys investment in available-for-sale financial assets

Septnrber 30 2012

Unreaiimd Unrealired

re erriliem ost Frir vake loss

1-qu ty rctrumeIts

Debt nst 0-ents 304 308

Find -l.res 196 208 13

506 524 19

jo rrdlurs of Coot

Equity rrstnrmerrts

Debt instrunientt 272

Fund tharet 208

485

arc vir

268

201

477

Seprombor 30 2011

Unreajirred

ens

10
14

UrreajiCed

pal

The Company recorded deferred tax liabilities for income taxes

and foreign withholding taxes on future dividend distributions

from subsidiaries which are actually intended to be repatriat

ed Apart from this liability the company has not recognized

deferred tax liabilities for income taxes or foreign withholding

taxes on the cumulative earnings of subsidiaries of 21270

million and 20866 million respectively in fiscal 2012 and

2011 because the earnings are intended to be permanently re

invested in the subsidiaries

Including the items charged or credited directly to equity and

the expense benefit from continuing and discontinued oper

ations the income tax expense benefit consists of the fol

lowing

Year rrnnid Saptrecchcrr 30

in mrlhrrs ref 2012 2011

Century eper ions 2094 2232

Discontinued operations 59 37

Income end expense recoqnized

directly in equity 1275 69

878 2283

Non-current available-for-sale financial assets which are in

cluded in line item Other financial assets are measured at fair

value if reliably measurable They primarily consist of equity

instruments mainly comprising shares in AtoS As of Septem

ber 30 2012 and 2011 non-current available-for-sale financial

assets measured at cost amount to 293 million and 252 mil

lion respectively available-for-sale financial assets measured

at fair values amount to 728 million and 462 million respec

tively Unrealized gains losses in fiscal 2012 and 2011 result

ing from non-current available-for-sale financial assets at fair

value were 215 million and 42 million respectively

Regarding gross realized gains losses on sales of available-

for-sale financial assets see -- taors INTEREST INCOME INTEREST

EXPENSE AND OTHER FINANCIAL INCOME expewse NET

NOTE Trade and other receivables

Sp1crnmr 30

in nifliurrs ref 2012 2011

Trado receivabe from tho

sale of goode and services 13310 13085

Rec.eivabies from finance inases 1910 1759

15220 14847
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Changes to the valuation allowance of current and long-term

receivables presented in -- NOTE ii 12 AND 19 which belong to

the class of financial assets measured at amortized cost are

as follows excluding receivables from finance leases

Ym o.dso Tspt cxvi

in 54 4012 4011

\laioo lowar as rrxg.n log

of frsc-I year 1005 993

lrseae as vdua km aluwwrcs resorderi

in the Cc see dated ttcmentr of lrorse

thc run mt rj-rkrd 191 210

Wri 011
Uiamcjc-J agarnet toe cfluwnce 108 145

Revvc ms of C000fla rvv4oiy soi en oft 11

loraiqr excfaige tranlatior ffrence 14 10
Rerassifkatiors to ire its Assets mid for

Jisposai err dpositions cmt tho.e entities 54 56
Valuation allowance as of fiscal year-end 1056 1005

The following table shows reconciliation of minimum future

lease payments to the gross and net investment in leases and

to the present value of the minimum future lease payments re

ceivable

Septen.kr 30

ii rnljors of 2012 01t

Minrmum future lease payments 5719 5352

Plus Unquaranteed residual values 131

Gross investment irs eases 5850 5492

Less Unearned tirrarce income 657 613

Net investment in leases 5193 4884

Less Allowance for doubtful accounts 134 142

Less Present value of unguararsteed

residual vue 117 aS

Present value of minimum

future lease payments receivable 4942 4617

In fiscal 2012 and 2011 receivables from finance leases current

amount to 1910 million and 1759 million respectively the

long-term portion amounts to 3148 million and 2983 mil

lion respectively The valuation allowance on current and

long-term receivables from finance leases changed as follows

Ye led rptsmr be

ra mrfrons of 2012 201

VaL-rtro loware of ecg rIg

fixcal veer 142 168

lr.cao in valuctrors Iowa ices recorded

the Corrsciidatd Satenents of Income

in the current eriod 23 34

Write-offs charged again the aliownce 40 65
Recover es of noures prevrously vrmtmn off

Foreign exchange Lrareiatmorr dffercncee

Rex rssrficatior to rn rtcss Asset hclrl for

disnosal aced vposirmoss uI ltso.o tires

Valuation allowance as of fiscal year-end 134 142

Minimum future lease payments to be received are as follows

The gross investment in leases and the present value of mini

mum future lease payments receivable are due as follows

..epteror 30

in aitlioxsef 2012 2011

Gross investment in leittes 5350 5497

Within one year 2388 2167

One to five years 3248 3155

Thereafter 214 175

Present vaiue of ririrrimuns

future ease payments receivable 4942 4617

Wrthin one year 2012 1830

One to bee
years 2743 2639

Thereafter 187 148

Investments in finance leases primarily relate to equipment for

information technology and office machines industrial ma

chinery medical equipment and transportation systems Actual

cash flows will vary from contractual maturities due to future

sales of finance receivables prepayments and write-offs

SspImrm

in rrmilliorrx 2012 4011

Within one year 2360 2139

After one year but not more than five eRrs 3151 3047

More than live years 209 166

5719 5352

35 Cerrsoiidaled Rnn.mcial Ssetsmxenls
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NOTE12 Other current financial assets

5prereber 50

in rn errS et 2012 2011

0c.rivatru financial instruments 530 998

Loens receivable 1197 669

Other 1174 1261

2901 2628

13 Inventories

tetrreer 30

in ros cl zOl2 2311

Rw meterLFs and sup1s 2629 2650

Work in
prOcess 3496 3711

Ccsts and earnings excess of
bllings

on uncompleted contracts 8005 7849

Finished goods and products held for cc Ic 2643 2317

Advances to suppliers 953 831

17126 11358

Advance payments received 2047 2215

15679 15143

Cost of goods sold and services rendered include inventories

recognized as expense amounting to 54547 million and

49571 million respectively in fiscal 2012 and 2011 Raw mate

rials and supplies work in process as well as finished goods and

products held for resale are valued at the lower of acquisition

production cost and net realizable value The respective write-

downs as compared to prior year increased decreased by 57
million and 107 million as of September 30 2012 and 2011

Item Costs and earnings in excess of billings on uncompleted

contracts relates to construction contracts with net asset bal

ances where contract costs plus recognized profits less recog

nized losses exceed progress billings Construction contracts

here and as follows include service contracts accounted for

under the percentage of completion method Liabilities from

contracts for which progress billings exceed costs and recog

nized profits less recognized losses are recognized ire line item

Other current liabilities

The aggregate amount of costs incurred and recognized profits

less recognized losses for construction contracts in progress

as of September 30 2012 and 2011 amounted to 82810 mil

lion and 74888 million respectively Revenue from construc

tion contracts amounted to 32651 million and 30298 mil

lion respectively for fiscal 2012 and 2011

Advance payments received on construction contracts in prog

ress were 9301 million and 10198 million as of September 30

2012 and 2011 Retentions in connection with construction con

tracts were 340 million and 290 million in fiscal 2012 and 2011

In the fourth quarter of fiscal 2012 Siemens revised its credit

risk assessment for Iran In accordance with project account

ing principles Siemens therefore revised project calculations

for the affected contracts The change in credit risk assess

ment resulted in an earnings impact of 347 million

NOTE 14 Other current assets

CPIi

hr errs ot .r012 nUll

Miscirmlemseous tax receivables 668 732

Prpaid expenses 262 290

Other 346 282

1277 1264

NOTE 15 Goodwill

im nAsa Septermmbr 30

irs rrhllionscf 2012 ott

Cost

Balance atbeginnirry of year 17252 17436

Translation dilferencet and other 599 204

Acquisitions and purchase

acc00rrtrng adjustments 913 209

Dispositions and reclassitications

to assets classified as held for disposal 246 497

Balance atycar-erid 18517 17252

Accumulated impairment losses

and other changes

6aIanc at beqinnincr of veer

Translation difierences end other

Impairment losses recognized

during the period

Dispositions arid reclassificatione

to assets classified as held for disposal

Balance atyear-erd

1546

59

157

1448

1673

26

264

365

1546

Carrying amount

Balance at beginning of
year 15706 15763

Balance at year-end 1570617069

rnprirrsremrrkrssos rmrco5mrizrrd mr fisci 2011 relarm to armleSSs cbssirid as

disaorrrirued operamicmns rmspartr sri mliv Corrsr Stamemnerm5r St msrnvrre

are presented ls discssrtinrred cperatimsss 10 all

yerirs presented

166

To our Shareholders 21 Corporate Governance 49 Combined Management Report



Caryns Tsoealatien Acqu 11050 DiapedSons lrrpnents Carrying

amount as of diffaixes and purchase sac suiticationa ansount as of

10101/2011 and other accounting nd sedassifica 05130/2012

cOolants tions to CSSCIS

classified ste held

in od ions of for dssposal

Sectors

EOetn 2269 82 22 54 27s8

llscai 79C4 287 63 83

industry 3802 121 278 28 4173

lntrustructcsisGiics 1558 40 150 1742

Total Sectors 15 594 530 913 88 16 949

Financial Services SF5 112 10 121

Siemens 15706 539 913 89 17069

Carryirel Transladen Acqeisirians DispoSitions Impairments Carrying

amount an of diffre.ncrss and purchase reclassil/cations amount as of

1030/2010 and other accounting ad mOans/f cc 09/30/2011

adjustments nuns to assets

classified as held

in nrillionu of
to disposal

Sectors

Energy 2337 14 58 12 128 2269

Heeslthcare 7826 83 56 7964

Industry 3903 24 131 3802

lnIratructureCitieas 1465 74 12 1558

Total Sectors 15531 130 195 132 128 15594

Siemens Ii Solutions and Services 132 136
Financial Services SF5 102 10 112

Siemens 15763 130 209 132 264 15706

impairment losses lecar/elsad Is fiscal 2011 ralate to acriehies clasnilled as diScen

tinned operations Impacts on tht Consolidated Statements of Incame are presented

in discantiesed epusations far all years presented

As of the beginning of fiscal 2012 Siemens rearranged its re

porting structure of the segments The previously reported

amounts of goodwill as of September 30 2011 have been real

located to conform to Siemens new reporting structure There

fore new cash generating units which are represented by

Division or equivalent were determined Goodwill has been

reallocated based on relative fair values of the cash generating

units Prior-year information has been adjusted accordingly

Siemens performs the mandatory annual impairment test in

the three months ended September 30 in accordance with the

accounting policy stated in NOTE SUMMARY OF SIGNtFICANT

ACCOJNTING POliCIES and -1 NOTE CRIr1CAL ACCOUNTING ESTI

MATES The recoverable amounts for the annual impairment

test 2012 for Divisions or equivalents were estimated to be

higher than the carrying amounts Key assumptions on which

management has based its determinations of the fair value

less costs to sell for the Divisions or equivalents carrying

amount include terminal value growth rates up to 2.7% in fis

cal 2012 and 3.0% in fiscal 2011 respectively and after-tax dis

count rates of 7.0% to 9.5% in fiscal 2012 and 7.0% to 9.1% in

fiscal 2011 Where possible reference to market prices is made

For the purpose of estimating the fair value less costs to sell of

the Divisions or equivalents cash flows were projected for the

next five years based on past experience actual operating re

sults and managements best estimate about future develop

ments as well as market assumptions

The fair value less costs to sell is mainly driven by the terminal

value which is particularly sensitive to changes in the assump

tions on the terminal value growth rate and discount rate

Both assumptions are determined individually for each Divi

sion or equivalent Discount rates reflect the current market

assessment of the risks specific to each Division or equivalent

and are based on the weighted average cost of capital for the

Divisions or equivalents for SFS the discount rate represents

cost of equity Terminal value growth rates take into consider

ation external macroeconomic sources of data and industry

specific trends
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The following table presents the key assumptions used to deter

mine fair value less costs to sell for impairment test purposes

for the Divisions to which significant amount of goodwill is

allocated

Yec ended September 30 20 ear ended sy nSsr 30 2011

Ternal estee After-tax
Tar a/sal veue After-tax

-r sin cr1

Go0wrll growth rate discount raIns Gocrfw oaTh rate ii corset rate

Diuqnostice
of the Heatiicare Sector

4981 2.25% 7.0% 4780 2.2hh /0%

/maginTherapy Systemsof the Heathcare Sector 596 2.7% 7.0% 2eOb 2.i% 0%

Industry Automation of the Industry Sector
2897 1.8% 8.5% 2.299 20% 85%

NOTE Other intangible assets

carry/nd

-amorrist

as 5sf

C/is
ni/S/errs of

10/01/2011

Soft-mare and other internaliy

generated ritanpibie assets 2955

Patents Icesises

and sm/ar riçhts
6665

Other intangible assets 9620

Adcf it/sInS

t/.rosgh

lOtuS 555

corsrhina

s/cars

Adctitiorss letirnme.rts Gross Arsisurnutated

carreing insortioatuort

nnlcrrrllt and

st cit irrrpairmeirt

09130/2012

_______
122 3270 2001

266 7154 3828

387 10424 5829

Carrying Srr.ortrnstirfl

amount arid

as of srna rns

09r3Oi2C2 fit

2012

1269 391

3326 591

4595 882

Amortization expense on intangible assets is included in line As of September 30 2012 and 2011 contractual commitments

items Cost of goods sold and services rendered Research and for purchases of other intangible assets amount to 15 million

development expenses or Marketing selling and general and million

administrative expenses depending on the use of the asset

49 Combined Management Report

Iransiaticril

differences

36

198 4.63

266 499

334

94

427

r3ades 015cr irrtariibtn assets reclassified to Assets cianilied as heid for disposal and lecISdea /mpairnrerst easresse t44 million ins fiscal 2012 rhcreisr43 am/Inn at Iris

d/npOsit/Qrrs cit titere eat/I/OS

Hoalthcare Sector

1/ross Translation Additions Additions tlntitentler.ts Gross Ac.csrmrilated Carrying
Arsiortinat/On

carrying differences tisrosigh
carryiilg amortincreicra amOunt nd

amount hsusinnss
amount amnd asof impairment

sun of corsisrina-
as of impairment

0953152011 sr fiscal

irs sri//I/otis

10/01/2010 t/eris
09130/2011

2011C

Software and other internal/v

generated isirtargib/e assets 3068 18 353 485 2955 1775 1180 246

Patents cannes

and timer chte 7008 62 94 67 566 6665 3401 3264 528

Other intangible assets 10076 80 95 420 1051 9620 5176 4444 774

Includes Other intarig/ille assets reclassified to Assets classited as hemd for drsposl asa

ul/ssrrrsi
sines cr1

5/rose ends/es

Includes irsrpaiirsesrt ensrnnrse of Cd million irs focal 2011 thereof n/sIlas rr s/rn

ilea/rlrcase Sector
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NOTE 17 Property plant and equipment

Geost Translation Additiont Aediticos eclaub- CetOn- Gtcss Accuts- Caltyint3 Depa
ntyirts ditterertces tlsroeqjh tic kota nents carping laed dv- amount tine and

amount huolneon amount peeclodors as of impair

us of combita- asof and Impair- 0913012012 000t in

in millions of 0109201 loon 0913012012 mont scnl 2012

Lad at Lu Ii ago 110 1C4 53 280 175 437j 285 946 339 3r
Tchn aol

and equipment 6589 125 35 306 305 284 7076 4474 2602 473

Ftrnttrcotio ía

equipment 5207 91 53 639 206 532 5664 4291 1373 642

Equipment leased Lu oilers 3301 108 375 414 3372 1770 1602 408

A1vt cas to ip icr ar4

construction in
progress

937 28 596 669 15 859 11 848 10

Property plant

and equipment 24144 506 143 2195 1732 25255 14492 10763 1862

trIodes PoeO-v_ ttiau aol equipment reciausif9d oAtets classified an held or sclulus 474 mhliou enperditues fur troitery psetand eesipnnst rndm cunstuctofi

disposal nod disnasi ions of tm-nv coSines

irulude impuitnerteopense of 140 tnilioo in fiscal 2012 el whicltd5h million

elate to Ott 38 mi1on elate to so Envry Sector und 32 million reinto to SF0

Gross Tauolatior AJdittooo Additirs teclirsoi- Retre- Gross Acm-eu- Carryinq l3eprecia-

carreinq differences thouqh 1ictiott5 flerris canyint lated dv am-corn ken annd

amount business onloonrt pm-cation as ci repair-

as of comtrnno-- as of anti impair- 09301201 met in

in millions of Cl i0lO112010 lent 00130i2011 moot fiscal 2011

Land 3rd buildings 8596 37 17 158 294 992 8110 3850 4260 260

Technicol lTiaCIllrtetV

and equipment 9255 21 10 429 493 3619 6389 4223 2366 425

Furniture nd office

equiprrrent 6797 26 725 113 2446 5207 3980 1227 618

Equipment eased to othut5 3175 586 463 3301 1614 1687 359

Advances to SUtilOtS ad

construcilon in progress 1114 11 911 981 199 937 937

Property plant

and equipment 28937 61 56 2809 7719 24144 13667 10477 1662

includes Prmaerty plant and vniPtooeni resiassiuied us Assets classified as field fnsr irnclanles 904 millet snonentdittnres lot property plant and equipment cede construction

dnspcsal

Includes im-paiseent our-nose ol 25 milks in fiscal 201 of mhkh 21 mullet elate

ORE

As of September 30 2012 and 2011 contractual commitments In fiscal 2012 and 2011 government grants awarded for the

for purchases of property plant and equipment amount to purchase or the production of property plant and equipment

395 million and 406 million respectively amounted to 13 million and 14 million respectively The

award of further government grants of 77 million and 50
million in fiscal 2012 and 2011 respectively related to costs in

curred and future costs
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As of September 30 2012 and 2011 minimum future lease pay

ments receivable from lessees under operating leases are as

follows

ptem er 5n

In mUlons 01 2012 2011

Within one year 384 426

After one year but not more than ova years 754 929

More than five yeats 196 213

1334 1568

Our interest in BSH which is the principal jointly controlled

entity of Siemens is recognized using the equity method ap

plying BSHs twelve month periods ended June 30 The follow

ing information reflect BSHs most recent published financial

statements not adjusted for the percentage of ownership held

by Siemens

Year esied December 31

in Ilk as 2011 2010

Revenue 9654 9073

Net recome .374 467

Payments from lessees under operating leases primarily relate

to buildings data processing and phone equipment as well as

to medical equipment Total contingent rent recognized in in

come in fiscal 2012 and 2011 amounts to 205 million and 182

million

Investment property

The carrying amount of investment property amounts to 121

million and 105 million compared to fair value of 232 mil

lion and 283 million as of September 30 2012 and 2011

respectively

NOTE 18 Investments accounted

Cutrent assets

Nora-currerd assets

Current liabilities

fin millions at

Non-current liabilities

2011

Cecember 31

2010

4019

2882

2838

1655

4576

2859

3109

1917

Summarized financial information for principal investments in

associates not adjusted for the percentage of ownership held

by Siemens is presented below Income statement informa

tion is presented for the twelve month period applied under

the equity method of accounting

As of September 30 2012 Siemens principal investments

accounted for under the equity method which are all unlisted

are in alphabetical order

Percentage Ownership

IsiS amber 30

2012 2011

BSH 8och nod Siemens Hausgerifte GmbH

BSH 50% 50%

BWI lnIormationstechnik GmbH 50% 50%

Enterprise Ntwotks Holdings By 49% 49%

Maschineniebrik Reinhauson GmhH 26% 26%

Nokia Siemens Networks Holding B.V.3 50% 50%

RT Jawa Power3 50% 50%

Shanghai Electric Power Generation

Equipment Co Ltd 40% 40%

Voith Hydro Holding GmbH Co KG 35% 35%

Year ceded September 50

in miliona at 2012 2011

Revenue 20178 20359

Net income loss 1272 452

Information related to the Statements of Financial Position is

presented as of the date used in applying the equity method of

accounting

September 30

in millions of 2012 2011

Tbtal assets 17702 18967

Total liabilities 12949 12843

for using the equity method

The enact percereage eqaSsSiiO5% Is net c.nntroled by Sietrem bee

stgntltcant participating rights ethe twa other sharehelders

The react percentage el aeceg thts eqeets 30% lets 2500 vatiss r5hrc

The nvastrteet eojointiy controlled entity
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The unrecognized share of losses in associates amounts to 22
million as of September 30 2012

For information on contingent liabilities for joint ventures and

associates see NOTE 38 RELATED PARTY TRANSACTIONS

Regarding the fiscal 2011 conversion of our loan receivable

from NSN into interests in NSNs preferred shares and regard

ing Siemens contribution of new equity in exchange for pre

ferred shares in NSN see NOTE 38 RELATED PARTY TRANSACTIONS

NOTE Other financial assets

Sepiernhar 30

in millicn olCi 2012 2101

Loans eceiva3ie 6085 4396

Receivables from finance leases roe

NOTE 11 TRADE AND OTHER RECEIVASLES 3148 2983

Dci ivative fnsnciai instruments 2798 2424

Avallahie-for-sale liriancl assaIl 1021 71.4

Other 1614 1609

14666 12126

N01521 Other current liabilities

pl -met 30

in n- ccl el 2012 2011

Ellis ur cccss of cmts nd -moro
camirgs on jr rJmuloC 000trats aid

rulatod adaars 11877 12488

Payroll ob gjioi and suca scr ty eros 2020 1718

ho
crop cyee rolat fi co-ts 1992 2127

Defe.red iconie 1323 991

Acrr i0k fim
oulctarrcliig vces 904 1613

PCt o.iigatioi fl7I 314
Miscellacsuus tax tab nIs 650 694

Doforred roscrv on rcormd 2s 68

Orhor 848 /5

20306 21020

Item Other employee related costs primarily includes vacation

payments accrued overtime and service anniversary awards

severance payments as well as liabilities related to termina

tion benefits

NOTE 22 Debt

Item Loans receivable primarily relate to long-term loan trans

actions of SFS For available-for-sale financial assets classi

fied as non-current see -- NOTE 10 AVAILABLE-FOR-SALE FINANCIAL

ASSETS

NOTE 20 Other current financial liabilities

taptntno

in millions ol 2012 Ol1

Derivative financial instruments

5013 -4 NOTES 30 AND 31 462 862

Accrued iciest expense 237 303

Otlier 761 1084

1460 2247

Septenl -t 30

dn lions of 2012 flh1

Short-term

Octet and bonds 2038 249S

Loans from banks 1505 1128

Other financial indebtedness 270 21

Obligations
under finance leases 33 16

Short-term debt and current

maturities of long-term debt 3826 3660

Long-term

f4otes and bonds maturing until 2066 16194 12651

Loans frosn banks maturing until 2023 449 1354

Otlrer financial indebtedness

maturing until 2027 130 146

Obligations
under finance leases 128 129

Long-term debt 16880 14280

20707 17940

In fiscal 2012 and 2011 weighted-average interest rates for

loans from banks other financial indebtedness and obliga

tions under finance leases were 2.3% 2011 2.5% 2.1% 2011

5.0% and 4.6% 2011 4.3% respectively
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COMMERCIAL PAPER PROGRAM
We have US$ 9.0 billion 7.0 billion multi-currency commer

cial paper program in place including US$ extendible notes capa

bilities As of September 302012 and 2011 no commercial papers

were outstanding Siemens commercial papers have maturity

of generally less than 90 days Interest rates ranged from 0.03%

to 0.7% in fiscal 2012 and from 0.1% to 0.29% in fiscal 2011

NOTESAND BONDS

Debt Issuance Program previously

called Euro MediumTerm Note Program

The Company has agreements with financial institutions un

der which it may issue instruments up to 15.0 billion as of

September 30 2012 and 2011 respectively As of September 30

2012 9.9 billion 2011 8.9 billion in notional amounts were

issued and are outstanding The outstanding amounts as of

September 30 2012 comprise US$500 million 387 million

5.625% fixed-rate instruments due March 16 2016 1.0 billion

5.375% fixed-rate instruments due June 11 2014 1.6 billion

5.625% fixed-rate instruments due June 11 2018 2.0 billion

4.125% fixed-rate instruments due February 20 2013 and 2.0

billion 5.125% fixed-rate instruments due February 20 2017 As

of September 30 2011 additional instruments were outstand

ing 1.55 billion 5.250% fixed-rate instruments and US$500

million 370 million floating rate notes bearing interest of

0.15% above the three months LIBOR were redeemed at face

value on December 122011 and March 16 2012 respectively

In September 2012 Siemens issued 1.4 billion and 1.0 billion

1.25 billion as of September 30 2012 in fixed-rate instru

ments in four tranches comprising 400 million in 0.375% in

struments due September10 2014 1.0 billion in 1.50% instru

ments due March 10 2020 350 million 439 million as of

September 30 2012 in 2.75% instruments due September 10

2025 and 650 million 814 million as of September 30 2012

in 3.7 5% instruments due September10 2042

In February 2012 Siemens issued US$400 million 309 mil

lion as of September 302012 in floating rate notes months

UBOR 1.4% due February 212019

US$ Medium Term Notes

In August 2006 the Company issued US$5.0 billion of notes

3.9 billion as of September 30 2012 These notes were is

sued in four tranches of which the following are outstanding

as of September 30 2012 and 2011 US$1.75 billion 5.75% fixed-

rate instruments due October 17 2016 1.35 billion as of Sep

tember 30 2012 and US$1.75 billion 6.125% fixed-rate instru

ments due August 17 2026 1.35 billion as of September 30

2012 the US$750 million 5.5% fixed-rate instruments were

due on February 16 2012 and were redeemed at face value at

its maturity date

Hybrid Bond

In September 2006 the Company issued subordinated hybrid

bond The subordinated bond was issued in EUR tranche of

900 million and GBP tranche of 750 million 940 million

as of September 30 2012 both with legal final maturity on

September 14 2066 and with call option for Siemens in 2016

or thereafter The bonds bear fixed interest rate until Septem

ber 14 2016 of 5.25% for the EUR tranche and 6.125% for the

GBP tranche thereafter floating rate interest is applied accord

ing to the conditions of the bond

Bond with Warrant Units

In fiscal 2012 Siemens issued US$ bonds with warrant units in

an aggregate principal amount of US$3 billion 2.3 billion as

of September 30 2012 The bonds are composed of nomi

nal US$1.5 billion 1.16 billion as of September 30 2012 ma

turing on August 16 2017 bearing interest of notional 1.05%

per annum and nominal US$1.5 billion 1.16 billion as of

September 30 2012 maturing on August 16 2019 bearing in

terest of notional 1.65% per annum Each of the US$1.5 billion

bonds were issued with 6000 detachable warrants The war

rants are classified as equity instruments with fair value of

126 million at issuance they are presented in additional paid-

in capital in line item Other changes in equity The warrants

exercise price was fixed in Euro The warrants entitle the hold

ers at their option to receive 1806.1496 Siemens AG shares

per warrant at an exercise price per share of 1040018 during

the exercise period which matures on August 2017 and 2019

for bond and bond respectively Accordingly the war

rants result in option rights relating to total of 21.7 million

Siemens AG shares
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Details of the Companys notes and bonds are as follows

Septerner 020 Set br 2011

Cureny notin rnount Car 4nj airourn Cur enc cur c.uu ymq mo.
liv ruillious in -s

viii is cv cv Is

USI 3m UBOR0.15% 200612012 US$ notes
IJSS oOO 370

5.625% 2006/2016 US$ votes USS 500 450 USS 500 437

5.25% 2008/2011 tOll /nstruments
1550 60

5.375% 200812014 l/Ullinstrumenls 1000 1071 000

5.625%2008/2tjlBEURicistruments 1600 1912 1600 1837

4125%2009/20l3Elillinstruments 2000 2018 7000 2033

5.125%2009l2UliEURinstrumenss 2000 2168 2000 2083

US$ 3m LIBORc1.4% 201212019 USS notes US$ 400 309

0375% 2012/2014 EIJR instruments 400 400

15% 201212020 LUll instruments 1000 994

2.75% 201212025 GB instruments 350 416

3.75% 2012/2042 GB instruments 650 791

Total Debt Issuance Program 10549 9397

5.5% 2006/2012 USI notes USS 750 565

5.75% 2006/2016US$ notes USS 1750 1483 Ub$ 17u0 53
6.125% 2006/2026 US$ notes USS 1750 1908 USS 1/50 1771

Total USS Medium Notes 3391 3792

5.25% 2006/2066 608 bonds 900 1004 00 976

6.125% 2006/2066 GB bonds /50 1075 750 981

Total Hybrid Capital Bond 2079 1957

1.05% 201212017 05$ bonds USS 1500 1104

1.65% 201212019 05$ bends US$ 1500 1089

Total Bond with Warrant Units 2193

18212 15146

ircclsdes adjussrsents iO lair caSio hedqe accohitinO

ASSIGNABLE LOANS

The Company has assignable loans The loans totaling 447
million and 1.1 billion as of September 30 2012 and 2011 are

for general corporate purposes and were issued in four tranch

es 370 million floating rate notes six months European In

terbank Offered Rate 0.55% due on June 12 2013 113.5

million 5.283% notes due on June 12 2013 283.5 million

floating rate notes six months European Interbank Offered

Rate 0.70% due on June 12 2015 and 333 million 5.435%

notes due on June 12 2015 Both floating rate tranches were

called in August 2011 and were redeemed in December 2011 at

their face value

CREDIT FACILITIES

The credit facilities at September 30 2012 and 2011 consisted

of 7.5 billion and 7.1 billion respectively in committed lines

of credit As of September 302012 those include 4.0 billion

undrawn syndicated multi-currency revolving credit facility

entered into in fiscal 2012 and expiring April 2017 with term

of five years and two one-year extension options It replaced

the previous US$5.0 biffion syndicated multi-currency revolv

ing credit facility which expired in March 2012 It also includes

US$4.0 billion 3.09 billion as of September 30 2012 syndi

cated multi-currency credit
facility expiring August 2013 The

US$4 billion
facility comprises US$1.0 billion 0.77 billion as

of September 302012 term loan which was drawn in January

2007 bearing interest of 0.15% above three months London

Interbank Offered Rate as well as US$3.0 billion 2.32 billion

as of September 30 2012 revolving tranche not yet drawn It

also includes third revolving credit facility provided by do
mestic bank with an aggregate amount of 450 million expir

ing in September 2013 As of September 30 2012 and 2011 6.8

billion and 6.4 billion of these lines of credit remained un
used Commitment fees for the years ended September 30

2012 and 2011 amount to million and million respective

ly The facilities are for general business purposes
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As of September 30 2012 and 2011 the aggregate amounts of

indebtedness maturing during the next five years and thereaf

ter are as follows excluding finance leases which are disclosed

separately

5ptember

mf5ons sIC 2012 2311

Within one year 3793 364
After one year but not more than the

years 9214 6896

More than flee years 7539 1255

20S46 17795

OTHER FINANCIAL INDEBTEDNESS

Item Other financial indebtedness includes 153 million and

157 million as of September 30 2012 and 2011 respectively

for the Companys real estate assets that were sold or trans

ferred and in which Siemens has retained significant risks and

rewards of ownership including circumstances irs which

Siemens participates directly or indirectly in the change in

market value of the property Therefore these transactions

have been accounted for as financing obligations These real

estate properties are carried on the Companys Consolidated

Statements of Financial Position and no sale and profit has

been recognized

OBLIGATIONS UNDER FINANCE LEASES

As of September 30 2012 and 2011 the finance lease liabilities

are as follows

Seplember 30 2012 Se reler 31 2011

rosetvaluof Pesenevaeot

Meernum tre nnum ftLre 2mm hCure rasm fete

ease payment ttnanotired ease payrrent
tre pam es rawrr ed ese paysert

mifios ef obl8jaeion Vnast expense obltqalion oft ttors crest epenxs ebityotion

Due

Within one year 47 33

Aitr one year hut not more thai icc yeas 62 11 51 77 11 63

Morethanfiveycars 132 55 76 124 58 66

Total 241 80 161 232 87 145

Lessr Current portion 33 16

128 129

NOTE 23 Pension plans

and similar commitments

Pension benefits provided by Siemens are currently organized

primarily through defined benefit pension plans which cover al

most all of the Companys domestic employees and many of the

Companys foreign employees To reduce the risk exposure to

Siemens arising from its pension plans the Company per

formed redesign of some major pension plans during the last

several years towards benefit schemes which are predominantly

based on contributions made by the Company In order to fund

Siemens pension obligations the Companys major pension

plans are funded with assets in segregated pension entities

Furthermore the Company provides other post-employment

benefits which primarily consist of transition payments to

German employees after retirement as well as post-employ

ment health care and life insurance benefits to employees in

the U.S and Canada These predominantly unfunded other

post-employment benefit plans qualify as defined benefit

plans under IFRS

The Consolidated Statements of Financial Position include the

following significant components related to pension plans and

similar commitments as of September 30 2012 and 2011

September 30

in nillkrrs 2012 3011

Pension benefit plans 9246 6552

Other post-employment benefit i555 681 754

Liabilities for pension plans

and similar commitments 9926 7306

Prepaid costs for post-employment benefits 39 149

Actuarial losses/geins 8781 5680
Effects in connection with asset ceiling 170 163

lacometaxeffect 2250 1004

Net amount recognized in the Consolidated

Statements of Changes in Equity net of tax 6701 4839

174

To our Shareholders 21 Corporate Governance 49 Combined Management Report



In addition to the above the Company has foreign defined con

tribution plans for pensions and other post-employment bene

fits or makes contributions to social pension funds based on

legal regulations state plans The recognition of liability is

not required because the obligation of the Company is limited

to the payment of the contributions into these plans or funds

PENSION BENEFITS

The pension benefit plans cover 519000 participants includ

ing 228000 active employees 91000 former employees with

vested benefits and 200000 retirees and surviving depen

dents Individual benefits are generally based on eligible com

pensation levels and or ranking within the Company hierarchy

and years of service Retirement benefits under these plans

vary depending on legal fiscal and economic requirements in

each country The majority of Siemens active employees in

Germany participate in pension scheme introduced in fiscal

2004 the BSAV Beitragsorientierte Siemens Altersversor

gung The BSAV is funded defined benefit pension plan

whose benefits are predominantly based on contributions

made by the Company and returns earned on such contribu

tions subject to minimum return guaranteed by the Company

The BSAV is funded via the BSAV Trust In connection with the

implementation of the BSAV benefits provided under defined

benefit pension plans funded via the Siemens German Pension

Trust were modified to substantially eliminate the effects of

compensation increases by freezing the accrual of benefits un

der the majority of these plans

The Companys pension benefit plans are explicitly explained

in the subsequent sections with regard to

Pension obligations plan assets and funded status

Components of NPBC

Amounts recognized in the Consolidated Statements of

Comprehensive Income

Assumptions used for the calculation of the DBO and NPBC

Sensitivity analysis

Plan assets and

Pension benefit payments

Pension benefits pension obligations

plan assets and funded status

reconciliation of the funded status of the pension benefit

plans to the amounts recognized in the Consolidated Statements

of Financial Position is as follows

Septcmter3o 2012 September 30 2011

miUoes at Intel Oomestrc Foreign Fore lorestc Foregr

afi value ci plan assets 24052 13956 10096 20965 12309 8656

Total detuiedhenentobhgation 33020 19999 13021 221 16624 10497

Defined benefit obigotion funded 31945 19794 12253 6289 26406 9783

Defined benefit obiigotion 1infunded 2075 205 870 932 218 714

Funded stStus 8968 6043 2925 6156 4315 1841
Germany 6043 6043 i4325 4315
US 1276 1276 1083 1083

UK 248 248 148 148

Othei 1401 2401 90fi 906

Unrecognized p555 SelVce Cost benefits 69 69 84 84
Effects due to asset ceUiq 170 17O 163 163
Net amount recognized 9207 6043 3164 6403 4315 2088
Amounts recognized in he Consobdeted

Statements of FinanciA Position consist of

Pension asset 39 39 149 149

Pension FahOty 9246 6043 3203 6552 4315 2237

The fair value of plan assets DBO and funded status as of Sep

tember 30 2010 amounted to 24107 million 31475 million

and 7368 million respectively As of September 302009 the

fair value of plan assets DBO and funded status were 21990

million 26944 million and 4954 million As of September

30 2008 the fair value of plan assets DBO and funded status

were 21002 million 24261 million and 3259 million

detailed reconciliation of the changes in the DBO and in plan

assets for fiscal 2012 and 2011 as well as additional information

by country is provided in the following tables DBO and fair

value of plan assets at beginning of fiscal 2012 and reconcilia

tion items for fiscal 2012 are presented inclusive of OSRAM in

order to conform to the prior-year presentation
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September30 2012 September 30 2011

.s 8oss ot Totl Oepet1ic Foreign Ttrl Ocriresfic Forsksn

Change_in defined benefit obgaffonc

Delned benefit ohigahon at beqinrfng of veer 28721 17147 11574 31nYS 18897 12578

Foreign currency exchange rate changes 523 523 23 23-4

Servke cost 446 339 127 491 316 175

micros con 1318 806 512 1292 768 524

Sethements and curtelmenta 25 25 970 iS 952

Plan participants contributions 119 64 55 137 81 56

Amendments and other 165 165 98 20 /8

Actuarial gains 05555 5212 3359 1853 1766 1611 155

Acquisrtfont 82 76 46 25 21

Eenolits paid 1617 1040 577 1553 1005 548

Disstrnans 29 24 763 326 437

Recfassificaticn to assetS and to liabilities associated

wrth assets classified as heid for disposal Fot OSPAM 1895 658 1237 1600 523 1077
Defined benefit obligation at end of year 33020 19999 13021 27121 16624 10497

Germany 19999 19999 16624 16624

Li__S 4093 4091 3429 3429

U.K 4006 4006 30e3 3053

Other 4924 4924 4015 4015

September aO 2012 Sp mbsr SJ O11

sr .mlliorrs ci Total Oorresk Co cign Tosol dcrr van Foeiqn

Change in plan atsett

Fair value of plan assets as beginning of
year 22193 12700 9493 2410/ 14059 100S

Foreign currency exchange rate changes 486 486 208 208

Expected return on plan asSets 1390 790 600 1475 886 589

Acfuarai gains losses on pica assets 2000 1533 467 1653 1357 296

Acquetborrs and other 198 197 79 78

Settlernenis 19 19 773 773

Employercontrihutions 730 376 354 869 276 573

Pian
participants contributions 119 64 55 137 81 56

Beneths paid 1530 998 532 1470 973 497

Divestrnentt and other 36 36 /66 273 493

Reclassification to asSets and to liabilities associated

with assets classified as held lot
disposal for OSPAM 1480 509 971 1228 391 837

Fair value of plen assets at end of year 24052 13956 10096 20965 12309 8656

Germany 13956 13956 12309 12309

U_I 2825 2815 2346 2346

U.K 3758 3758 3202 3202

Other 3523 3523 09 3309
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The total defined benefit obligation at the end of the fiscal year

includes 10649 million for active employees 4545 million

for former employees with vested benefits and 17826 million

for retirees and surviving dependents

In fiscal 2012 the DBO increased due to decrease in discount

rate for the domestic and for almost all of the foreign pension

pians In fiscal 2011 the DBO decreased due to an increase in

discount rate for the domestic and some foreign pension

plans Also in fiscal 2011 the DBO and the fair value of plan as

sets decreased by 741 million and 735 million due to the dis

posal of Siemens IT Solutions and Services pension liabilities

and plan assets These effects are included in line items Divest

inents and Divestments and other in the tables above Further

more in fiscal 2011 Siemens transferred pension liabilities and

plan assets of its major pension plan in the Netherlands to the

Pension benefits components of NPBC
The components of the NPBC for the fiscal years ended

September 30 2012 and 2011 are as follows

industry pension fund PME The PME will be accounted for as

defined contribution plan with resulting decrease in DBO and

plan assets The DBO and plan asset transfer amounted to both

753 million and is included in line items Settlements and cur

tailments and Settlements in the tables above In addition

settlement gain of 68 million was recognized in equity and is

included in line item Actuarial gains losses in the first table

above Furthermore line item Settlements and curtailments in

fiscal 2011 includes 122 million resulting from the disposal

of pension liabilities of Siemens IT Solutions and Services

Employer contributions expected to be paid to the funded pen

sion plans during fiscal 2013 are 625 million therein 277 mil

lion to the domestic pension plans and 348 million to the for

eign pension plans

Year eeo September 30 2012 Ye endc-d Sepwmbvr SO 2011

in mflions of Total Dorrestir_ Foreiqa To.aI Domestic Foreiqn

Service Cost 415 301 114 431 283 148

loteresrCost 1243 781 462 1189 733 456

Exiected return on plarr assets 1309 772 537 1364 847 517

Amortization of past service cost benefits 10 10 12 20

Loss gain due to sttirnernt an curtaiment

Net periodic benefit cost 332 310 22 260 189 71

Germcrny 310 310 189 189

U.S 15 15 20 20

U.K 181 18
Other 55 55 53 53

In addition to net periodic benefit cost for continuing opera

tions presented in the table above 26 million 70 million

and 44 million were recognized for Siemens IT Solutions and

Services and for OSRAM for the years ended September 30

2012 and 2011 The amount of 70 million for the year ended

September 30 2011 includes 122 million settlement gain re

sulting from the disposal of pension liabilities of Siemens IT

Solutions and Services
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Pension benefits amounts recognized in the

Consolidated Statements of Comprehensive

Income

The actuarial gains and losses on defined benefit pension

plans recognized in the Consolidated Statements of Compre

hensive Income for the fiscal years ended September 30 2012

and 2011 were as follows

Year ended Sep mbcr3O 2012 Yr ended Suptember 3% 2011

in ruifflons ci Total Dorrcsdc Foreign total Domcstic Foreign

ActuadaHossea geinc 3023 1725 1298 113 254 141

Eifecs in conrreciion with asset Cedinj 18 18

lncomet.axeffecr 1216 869 347 146 227 81
Net amount recognized in the Consolidated Statements

of comprehensive Income net of tax 1809 856 953 51 27 78

Germany 856 856 2/ 27

U.S 198 198 28 228

U.K 376 3/6 2D8 208

Other 379 379 58 58

For the years ended September 30 2012 and 2011 cumulative in- with long-term rates of return on plan assets vary according to

come or expense of 117 million and million is recognized in the economic conditions of the countRy in which the retire-

line item Net amount recognized in the Consolidated Statements ment plans are situated or where plan assets are invested as

of Comprehensive Income net of tax which relates to OSRAA well as capital market expectations

Pension benefits assumptions The weighted-average discount rate used for the actuarial val

for the calculation of the DBO and NPBC uation of the DBO at period-end and the expected return on

Assumed discount rates compensation increase rates and plan assets for the fiscal year ending at period-end were as

pension progression rates used in calculating the DBO together follows

Year ended September 30 2012 Year ended September30 2011

TotI Dsnpe Jr Porch Total Oorrresrlc Foreign

Discount rate 32% 3.1% 33% 4.5% 4.9% 4.3%

Germany 3.1% 3.1% 4.7% 4.7%

U.S 2.90% 2.90% 4.10% 4.10%

U.K 44% 4.4% 5.7% 5.7%

Expected return on plan assets 3% 6.5% 6.1% 6.3% 6.5% 6.1%

Germany 6.5% 6.5% 6.5% 6.5%

U.S 6.96% 6.96% 6.95% 695%

U.K 6.0% 6.0% 6.0% 6.0%

The rates of compensation increase for countries with signifi

cant effects with regard to this assumption were as follows for

the years ended September 30 2012 and 2011 U.S 3.69% and

3.50% U.K 4.10% and 5.00% Switzerland 1.5% and 15%

Netherlands 2.98% and 2.95% The compensation increase

rate for the domestic pension plans for the year ended Sep

tember 30 2012 was 2.25% 2011 2.25% However due to the

implementation of the BSAV the effect of the compensation

increase on the domestic pension plans is substantially elimi

nated The rates of pension progression for countries with sig

nificant effects with regard to this assumption were as follows

for the years ended September 30 2012 and 2011 Germany

1.67% and 1.75% U.K 2.6% and 3.1%
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The assumptions used for the calculation of the DBO as of the

period-end of the preceding fiscal year are used to determine

the calculation of interest cost and service cost of the follow

ing year The total expected return for the fiscal year will be

based on the expected rates of return for the respective year

multiplied by the fair value of plan assets at the preceding fis

cal years period-end date The fair value and thus the expected

return on plan assets are adjusted for significant events after

the fiscal year end such as supplemental funding

The discount rate assumptions reflect the rates available on

high-quality corporate bonds or government bonds of consis

tent duration and currency at the period-end date The expect

ed return on plan assets is determined on uniform basis con

sidering long-term historical returns asset allocation and fu

ture estimates of long-term investment returns In fiscal 2012

and fiscal 2011 the expected return on plan assets remained

primarily unchanged Changes of the mortality assumption

primarily in Switzerland increased the DBO by 0.6% Changes

of other actuarial assumptions not mentioned above such as

employee turnover disability etc had an only minor effect on

the overall DBO as of September 30 2012

Experience adjustments which result from differences be

tween the actuarial assumptions and the actual occurrence

increased the DBO by 0.5% in fiscal 2012 decreased the DBO by

06% in fiscal 2011 did not affect the DBO in fiscal 2010 de

creased the DBO by 05% in fiscal 2009 and increased the DBO

by 0.4% in fiscal 2008

Pension benefits sensitivity analysis

one-percentage-point change of the established assumptions

mentioned above used for the calculation of the NPBC for fiscal

2013 or change in the fair value of plan assets of 500 mil

lion as of September 30 2012 respectively would result in the

following increase decrease of the fiscal 2013 NPBC

ffc-ct MPSC 2013

du to

pont50o

3n n%ooa of rycomse docrease

Dirycount rate 80 111

Espected return on pian assets 236 236

Rate of compensator increase 22

Rate of ptrflSiOfl ProgIeseon 139 104

Falrval000f
plan attest 32 32

Increases and decreases in the discount rate rate of compen

sation increase and rate of pension progression which are

used in determining the DBO do not have symmetrical effect

on NPBC primarily due to the compound interest effect created

when determining the net present value of the future pension

benefit If more than one of the assumptions were changed si

multaneously the cumulative impact would not necessarily be

the same as if only one assumption was changed in isolation

Pension benefits plan assets

The asset allocation of the plan assets of the pension benefit

plans as of the period-end date in fiscal 2012 and 2011 as well

as the target asset allocation for fiscal year 2013 are as follows

TrCet ass allocation Asset allocation

Soptorr boy 30 20 September aO 2012 tepirymbor3O 2011

Asset doss Total Don estk ego Total tiemorlic Foreign

Equfty
20 50% 27% 27% 27% 28% 29% 27%

Fixed income 40 JQ4 62% 64% 60% 62% 63% 62%

Real erytate 15% 7% 6% 7% 7% 6% 8%

Cash and o1hr assetS 15% 4% 3% 6% 3% 2% 3%

100% 100% 100% 100% 100% 100%

Derivatives are reported under the asset class whose risk is

hedged Current asset allocation is composed of high quality

government arid selected corporate bonds Siemens constant

ly reviews the asset allocation in light of the duration of its

pension liabilities and analyzes trends and events that may af

fect asset values in order to initiate appropriate measures at

very early stage

The plan assets include own shares and debt instruments of

the Company with fair value of 74 million and 78 million as

of September 30 2012 and 2011
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The following table shows the actual return on plan assets in

fiscal 2012 and 2011

Year ended Snps rnbr 30 2012

Un morn of Total Domestic Foreign

ActuI ftt on pim assits 390 323 067

Year ended September 3-0 2011

rr ioosot Ttal Domestic Foreign

Actual return on plan asets 178 471 293

Amounts presented for the year ended September 30 2012 in

the table above include amounts related to OSRAM Amounts

presented for the year ended September 30 2011 include

amounts related to Siemens IT Solutions and Services and

OSRAM

The actual return over the last twelve months amounted to

15.6% or 3234 million compared to an expected return of 6.3%

or 1309 million The experience adjustment arising on plan

assets was 9.3% in fiscal 2012 fiscal 2011 7.2% fiscal 2010

4.4% fiscal 2009 3.5% fiscal 2008 16.2% For the domestic

pension plans 2288 million or 19.3% was realized as com

pared to an expected return on plan assets of 6.5% or an

amount of 772 million that was included in the NPBC For the

foreign pension plans 946 million or 10.7% was realized as

compared to an expected return on plan assets of 6.1% or an

amount of 537 million that was included in the NPBC

Pension benefits pension benefit payments
The following overview comprises pension benefits paid out of

the pension benefit plans during the years ended September

30 2012 and 2011 and expected pension payments for the

next five years and in the aggregate for the five years thereaf

ter undiscounted

tin osiliors of Total Domestic Foreign

Pension_benefits_paid

2011 1553 1005 548

2012 1538 1011 527

Expected_pension_payments

2013 1578 1.001 577

2014 1552 999 553

2015 1570 1007 563

2016 1587 1008 579

2017 1614 1020 594

20182922 8422 5261 3161

Pension benefits paid by OSRAM for the year ended September

30 2012 which are not included in the table above amounted

to 79 million Amounts presented for the year ended Septem

ber 30 2011 in the table above include amounts related to

Siemens IT Solutions and Services and OSRAM

As pension benefit payments for Siemens funded pension

benefit plans reduce the DBO and plan assets by the same

amount there is no impact on the funded status of such pians

OTHER POST-EMPLOYMENT BENEFITS

In Germany employees who entered into the Companys em

ployment on or before September 30 1983 are entitled to tran

sition payments for the first six months after retirement equal

to the difference between their final compensation and the re

tiiement benefits payable under the corporate pension plan

Certain foreign companies primarily in the U.S and Canada

provide other post-employment benefits in the form of medi

cal dental and life insurance The amount of obligations for

other post-employment benefits in the form of medical and

dental benefits specifically depends on the expected cost trend

in the healthcare sector To be entitled to such healthcare ben

efits participants must contribute to the insurance premiums

Participant contributions are based on specific regulations

of cost sharing which are defined in the benefit plans The

Company has the right to adjust the cost allocation at any

time generally this is done on an atmual basis Premiums for

life insurance benefits are paid solely by the Company

The Companys other post-employment benefits are illustrated

in detail in the subsequent sections with regard to

Obligations plan assets and funded status

Plan assets

Components of NPBC

Amounts recognized in the Consolidated

Statements of Comprehensive Income

Assumptions used in the calculation of

the DBO and the NPBC

Sensitivity analysis and

Benefit payments
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Other post-employment benefits

obligations plan assets and funded status

The funded status of plan assets and reconciliation of the

funded status to the amounts recognized in the Consolidated

Statements of Financial Position are as follows

p1 mb r30 2012 5cptssiber 30 2011

fri millions ni loud Dnrrestic ixin Dtic Fori3n

Faii value of plait assets

Total defined benefitobkiation 685 340 345 764 307 437

DefIned benefit ohiigotin funded 280 280 86 286

Defined benefit obigaxlon unfunded 505 340 165 ./8 1/7

Funded states 680 340 340 30/ 453

Unrecognized past service cost benefits

Net amount recognized 681 340 341 754 307 447

The following table shows detailed reconciliation of the of fiscal 2012 and reconciliation items for fiscal 2012 are pre

changes in the benefit obligation and in plan assets for other sented inclusive of OSRAM in order to conform to the prior-

post-employment benefits for the years ended September 30 year presentation

2012 and 2011 DBO and fair value of plan assets at beginning

Saptambar 2012 september nO 2011

ff1 lrelltnrls ol Thud tlonentic eiqa Torci Oomentc Foret5s

Change_in benefit obfigabons

Defined benefit obfigaDon at beginning of year 802 38 484 838 350 488

Foreign currency exchange rate changes 28 28

Servicecost 18 22 10 12

Interest cost 38 14 24 35 14 24

Settlements and currailments 30 30 11

Plan amendmentt sod other 134 134
Actuarial gains losses 94 37 57 18

Acquisitions

Benefits paid 53 27 26 56 28 28

Divestments 12 11
lteclassiftcatiorr to assets and to liabilities associated

with assetS classified as held for diSposal for OSRAM 79 12 57 38 11 27

Defined benefit obligation at end of year 685 340 345 764 307 457

Scptsrnber 50 2012

Foreign
Domestic

13

13

September 30 2011

0or.eslic Foreise

24

24
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Ito millions nf

Change plan assets

Fair value of plan easels at beqirs1nq of year

Actual return on plan assets

Employer contributions

Benefits paid

Total

Fair value of plan assets at end of year

Total

13

13

24

24



Line items Plan amendments and other and Settlements and

curtailments in the first table above include 124 million and

30 million resulting from plan change of the main health

care plan in the U.S The group insurance program for de

fined group of Siemens retirees is replaced by individual

healthcare agreements between the affected beneficiaries and

healthcare insurance providers resulting in one-time reduc

tion of current and future contributions

Other post-employment benefits

components of NPBC

The components of the NPBC for other post-employment ben

efits for the years ended September 30 2012 and 2011 are as

follows

er nrv Se nber sO 2012 Year ended September 20 201

Ps mtlions f- otal Dors esS ForeLjn rssul 0cr-estk Foeiqn

Servkte cost 10 ii

Interest cost 3b 14 21 36 13 23

Amortization of unrecognized past seYVrLO cost benefIts 116 116
Loss gain due to soltksments and urtsdhrosnts 30 30 10 10
Net periodic benefit cost 95 23 118 51 23 28

In addition to net periodic benefit cost for continuing operations Other post-employment benefits

presented in the table above million and less than million amounts recognized in the Consolidated

were recognized for Siemens IT Solutions and Services and for Statements of Comprehensive Income
OSRAM for the years ended September 30 2012 and 2011 The actuarial gains and losses on other post-employmbnt ben

efit plans recognized in the Consolidated Statements of ComL

Line item Net periodic benefit cost in fiscal 2012 in the table prehensive Income for the fiscal years ended September 30
above include 118 million past service cost and 30 mil- 2012 and 2011 were as follows

lion curtailment gain resulting from plan change of the main

health care plan in the U.S occurring in fiscal 2012

5Cr CsOed September 2012 Yescended September 30 2011

ns milhion- of Total Lorrmte Fo49n Taisi Deesti Foein

ACSUCCiCI asses gains 82 36 46 24 28
Incometexeffect x9 11 18
Net amount recognized ri the Consolidated Statements

of Comprehensive income net of tax 53 25 28 17 13
Germany 25 25 13 13
U.S 24 24

Canada

Other

For the years ended September 30 2012 and 2011 cumulative

income or expense of and less than million is recog

nized in line item Net amount recognized in the Consolidated

Statements of Comprehensive Income net of tax which relates

to OSRAM

To our Shareholders
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Other post-employment benefits

assumptions used in the calculation

of the DBO and NPBC

Discount rates and other key assumptions used for transition

payments in Germany are the same as those utilized for domes

tic pension benefit plans

The weighted-average assumptions used in calculating the

actuarial values for the post-employment healthcare and life

insurance benefits are as follows

dcc ptnrSer 3d

.njl2 2011

Discount rste 3.1%

US
Medical Dond rates

inialiuitmateiyear

Medicare in g4do pre-65 9%15%t2021 91154/2020

Medicare cliqibie post-65 8tl5%/2018 5%57120 iO

Derricri trend rates

iniaduitimatoiyear 6%l5%2021 6%lS%2021

Canada

Medical trend rates

dull /uatmateyecsr 8.43l5%I2019 94/5 c/20t9

Droq trend rates

tial/uitimate/yesr 8.4%/5%/2019 9t/5%12019

Dentel trend rates 4% 4%

Experience adjustments which result from differences be-

tween the actuarial assumptions and the actual occurrence

increased the DBO by 0.6% in fiscal 2012 decreased the DBO by

3.0% in fiscal 2011 increased the DBO by 0.5% in fiscal 2010

and decreased the DBO by 1.6% and 0.9% in fiscal 2009 and

2008 respectively

Other post-employment benefits

sensitivity analysis

The health care assumptions may be significantly influenced

by the expected progression in health care expense one-per

centage-point change in the healthcare trend rates would have

resulted in the following increase decrease of the defined

benefit obligation and the service and interest cost as of and

for the year ended September 30 2012

Other post-employment benefits

benefit payments
The following overview comprises benefit payments for other

post-employment benefits paid out of the other defined bene

fit post-employment plans during the years ended September

30 2012 and 2011 and expected pension payments for the

next five years and in the aggregate for the five years thereaf

ter undiscounted

in miSiocs of feral Domestic FmeIcn

Payments for other

post-employment be nefits

2011 56 213 28

2012 47 25 22

Expected payments for other

post-employment benefits

2013 67 39 28

2014 51 29 22

2015 57 35 22

2016 57 34 23

2017 61 39 22

20182022 282 176 106

Payments for other post-employment benefits made by OSRAM

for the year ended September 30 2012 which are not included

in the table above amounted to million Amounts present

ed for the year ended September 30 2011 in the table above in

clude amounts related to Siemens IT Solutions and Services

and OSRAM

Since the benefit obligations for other post-employment bene

fits are generally not funded such payments will impact the

current operating cash flow of the Company

DEFINED CONTRIBUTIONS PLANS

AND STATE PLANS

The amount recognized as an expense for defined contribution

plans amounted to 545 million in fiscal 2012 and 437 million

in fiscal 2011 respectively Contrthutions to state plans

amounted to 1584 million in fiscal 2012 and 1528 million irs

fiscal 2011 respectively

September 30 2012

One-perceraage -point

tin millions sf increase decrease

Effect on defined benefit oblication 28 23

Eftcct 00 01 of S2RKC dl

interest cost components 2-
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MOTE 24 Provisions

Wrerttes Order sent Other rout

rLtd krssns retierrt

red ks O5jtO

Behsrrce as of Odober 2011 3506 2017 1130 2169 8822

Addftions 1446 1123 562 3132

Usage 738 701 359 1806
RCVOOS5 847 418 21 455 1741

TransUorr di1erence 48 14 14 79

Accretion expense and effect of cnanes in discount rates 13 172 195

Other chanqet 12 10 22

Balance as of September30 2012 405 038 282 933 658

wool cece 346 733 261 768 3908

WrSres Orner Other Total

retared krsscs rerdomeer

Or milkoes si ci and rists eblietatierrs

Raancn etc of OctoLer 2010 3591 2017 1053 1809 8470

Additions 1632 1094 1157 3890

Uteage 835 628 410 1882
Reversals 845 384 11 316 1558
Translation differences 13 15
Accretion expense and effect of changes in discount rates 10 90 105

Other changes 42 79 67 188

Balance as of September 30 2011 3506 2017 1130 2169 8822

Thertsofnonarrrertt 1092 595 1112 857 3654

In fiscal 2012 and 2011 item Other changes contains reclassifi

cations to line item Liabilities associated with assets classified

as held for disposal including the disposal of those entities of

25 million and 200 millionrespectively

Except for asset retirement obligations the majority of the

Companys provisions are generally expected to result in cash

outflows during the next one to 15 years

Warranties mainly relate to products sold

Order related losses and risks are provided for anticipated

losses and risks on uncompleted construction sales and leas

ing contracts

In fiscal 2012 the Power Transmission Division of the Energy

Sector incurred project charges primarily related to technically

complex grid connections to offshore wind-farms in Germany

These charges were due to project delays resulting from com

plex regulatory environment and the projects complex marine

environment which required revised estimates of resources

and personnel This led to 570 million pretax effects on the

income statement in fiscal 2012 which are mainly recorded as

provisions for order related losses and risks

In fiscal 2011 Siemens reevaluated the commercial feasibility

of particle therapy for general patient treatment and began

shifting its focus of certain particle therapy projects primarily

to research In accordance with project accounting rules

Siemens took project charges and reduced third-quarter reve

nue in Imaging Therapy Systems of the Healthcare Sector by

the amount of revenue recognized from the projects in prior

periods and set up provisions Total pretax effects on the fiscal

2011 Consolidated Statement of Income relating to the shifted

focus in the third quarter of fiscal 2011 is 381 million includ

ing provisions for order related losses and risks
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Asset retirement obligations The Company is subject to asset

retirement obligations related to certain items of property

plant and equipment Such asset retirement obligations are

primarily attributable to environmental clean-up costs which

amounted to 1224 million and 1079 million respectively as

of September 30 2012 and 2011 the non-current portion there

of being 1215 million and 1069 million respectively and to

costs primarily associated with the removal of leasehold im

provements at the end of the lease term amounting to 58 mil

lion and 51 million respectively as of September 30 2012 and

2011 the non-current portion thereof being 46 million and

42 million respectively

Environmental clean-up costs relate to remediation and envi

ronmental protection liabilities which have been accrued based

on the estimated costs of decommissioning facilities for the

production of uranium and mixed-oxide fuel elements in Hanau

Germany Hanau facilities as well as nuclear research and

service center in Karistein Germany Karlstein facilities Ac

cording to the German Atomic Energy Act when such
facility

is closed the resulting radioactive waste must be collected and

delivered to government-developed final storage facility In

this regard the Company has developed plan to decommis

sion the l-Ianau and Karlstein facilities in the following steps

clean-out decontamination and disassembly of equipment and

installations decontamination of the facilities and buildings

sorting of radioactive materials and intermediate and final stor

age of the radioactive waste This process will be supported by

continuing engineering studies and radioactive sampling under

the supervision of German federal and state authorities The de

contamination disassembly and sorting activities are planned

to continue until 2015 thereafter the Company is responsible

for intermediate storage of the radioactive materials until final

storage facility
is available With respect to the Hanau facility

the process of setting up intermediate storage for radioactive

waste has nearly reached completion on September 21 2006

the Company received official notification from the authorities

that the Hanau facility has been released from the scope of ap

plication of the German Atomic Energy Act and that its further

use is unrestricted The ultimate costs of the remediation are

contingent on the decision of the federal government on the lo

cation of the final storage facility
and the date of its availability

Consequently the provision is based on number of significant

estimates and assumptions Several parameters relating to the

development of final storage facility for radioactive waste are

specified on the so called Schacht Konrad final storage Param

eters related to the life-span of the German nuclear reactors

reflect planned phase-out until 2022 The valuation uses as

sumptions to reflect the current and detailed cost estimates

price inflation and discount rates as well as continuous out

flow until 2075 related to the costs for dismantling as well as

intermediate and final storage

Using the input of an independent advisor management up
dated its valuation of the liability due to changes in estimates

which resulted in minor adjustments in fiscal 2012 and 2011

Facts and circumstances of the changes were as follows

In fiscal 2012 parameters related to the set up cost of the Konrad

final storage were updated by The Federal Office for Radiation

Protection Bundesamt für Strahlenschutz

In fiscal 2011 the parameters related to the life-span of the

German nuclear reactors generally changed to planned

phase-out until 2022 Revised assumptions were applied to re

flect current and detailed cost estimates as well as shorter

time span of future cash outflows reflecting the shorter life

span of the German nuclear reactors As of September 30 2011

continuous outflow until 2075 was assumed as opposed to

2084 in prior valuations

The determination of the provisions related to major asset re

tirement obligations will continue to involve significant esti

mates and assumptions Uncertainties surrounding the

amount to be recognized include for example the estimated

costs of decommissioning because of the long time frame over

which future cash outflows are expected to occur Amongst

others the estimated cash outflows related to the asset retire

ment obligation could alter significantly if and when political

developments affect the governments plans to develop the so

called Schacht Konrad As of September 30 2012 and 2011 the

provision totals 1224 million and 1079 million respectively

and is recorded net of present value discount of 1418 mil

lion and 1606 million respectively The total expected pay

ments for each of the next five fiscal years and the total there

after are 24 million 26 million 26 million 27 million 22
million and 2517 million

The Company recognizes the accretion of the provision for en

vironmental clean-up costs using the effective interest method

applying current interest rates prevailing at the period-end

date In fiscal 2012 and 2011 the Company recognized 23 mil

lion and 24 million respectively in accretion expense for en

vironmental clean-up costs in line item Other Financial income

expense net Changes in discount rates increased the carry

ing amount of provisions by 149 million and 66 million as of

September 30 2012 and 2011 respectively

Other Other includes transaction-related and post-closing

provisions in connection with portfolio activities
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NOTE 25 Other liabijities NOTE 26 Equity

30 Septembar

in itons ol 012 2011

Employee related i8bihtiCs 493 461

Liabilities due to employees and retirees

in th U.S not qualiIyiroj for pwuntatior

as Pensions and smiler obligatrols 523 459

Deferred ncome 221 237

Accruals for pending invoices 124 98

Accruals for stand-ready olagations 79 90

Severance p3yfliCntS 71

Warsantos for disposed of Lusiness 67 73

Genoa pension surOrice OssoCiation

Psonsselrerungsveren PSV 56 69

SCr1E1 chutes 126 71

Other 292 240

2052 1867

COMMON STOCK

Siemens common stock is composed of no par value shares

with notional value of 3.00 per share Each share of com

mon stock is entitled to one vote

The following table provides summary of outstanding autho

rized and conditional capital and the changes for fiscal years

2012 and 2011

Cornon stock Ahoroed catitat lSnditioraI asital

athorized and tssd not issued lot issued

in thousands hOusOnds in thousands thounands thowands thOUSCOdI

sf sharo.s of shares of shares

Asofsepsemher3o2010 2742610 914203 591930 197310 757517 252506

Expired orcancelied capital 71130 23/10

Newly approved capital 90000 30000 270000 90000

AsoiSeptenthor3o2011 2742.610 91.4283 610800 203600 1.027517 342506

Expired or cancelied capital 99.610 33203

As of September 30 2012 643 000 881 000 610 800 203 600 027 517 342 506

AUTHORIZED CAPITAL NOT ISSUED

The Companys shareholders authorized the Managing Board

with the approval of the Supervisory Board to increase capital

stock through the issuance of no par value shares registered in

the names of the holders and to determine the further content

of the rights embodied in the shares and the terms and condi

tions of the share issue as follows

Authorized Capital 2011 by up to 90 million through the is

suance of up to 30 million shares for contributions in cash

The authorization was granted on January 25 2011 and ex

pires on January 24 2016 This authorization followed the

expiration of Authorized Capital 2006 see below In accordance

with Authorized Capital 2011 new shares can be issued solely

to employees of Siemens AG and its subsidiaries Pre-emp

tive rights of existing shareholders are excluded

Authorized Capital 2009 by up to 520.8 million through the

issuance of up to 173.6 million shares for contributions in

cash and/or in kind Authorized Capital 2009 The authori

zation was granted on January27 2009 and expires on Janu

ary 26 2014 With the approval of the Supervisory Board the

Managing Board can exclude shareholders pre-emptive

rights for capital increases in the form of contributions in

kind and in certain pre-stipulated circumstances for contri

butions in cash

Authorized Capital 2006 granted in January 2006 expired

in January 2011

To our Shareholders
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CONDITIONAL CAPITAL 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 Informations

systeme AG SN AG shareholders

Conditional Capital 2011 to service the issuance of bonds

with conversion 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 million

shares of Siemens AG with no par value representing up to

270 million of capital stock The authorization to issue

such bonds was granted in January 2011 and will expire on

January 242016

Conditional Capital 2010 to service the issuance of bonds

with conversion rights and/or with warrants in an aggregate

principal amount of up to 15 billion entitling the holders to

subscribe to up to 200 million shares of Siemens AG with no

par value representing up to 600 million of capital stock

The authorization to issue such bonds was granted on Janu

ary 26 2010 and will expire on January 25 2015

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 2012

and 2011 The last tranche of stock options expired in No

vember 2010 and from that date on no further shares are to

be issued see NOTE 33 SHARE-EAsED PAYMENT for further

information on stock options

Conditional Capital provided to issue shares to settle claims

offered to former SNI AG shareholders who had not tendered

their SN AG share certificates amounts to 0.6 million rep

resenting 189 thousand shares as of September 30 2012 and

2011 Such rights to claim Siemens shares expired in 2007

and no further shares are to be issued

TRANSACTIONS WITH NON-CONTROLLING

INTERESTS

In connection with an acquisition in fiscal 2012 minority

shareholder was granted put option on the non-controlling

interests This transaction with non-controlling interests

impacted line item Retained earnings by 301 million as of

September 30 2012

TREASURY STOCK

The Company is authorized by its shareholders to acquire trea

sury 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 authoriza

tion became effective on March 2011 and remains in force

through January 24 2016 According to the resolution repur

chased shares may be sold via stock exchange or through

public sales offer made to all shareholders retired of

fered for purchase to individuals currently or formerly em
ployed by the Company or any of its subsidiaries as well as to

Board members of any of the Companys subsidiaries or grant

ed and transferred to such individuals with vesting period of

at least two years offered and transferred with the approv

al of the Supervisory Board to third parties against contribu

tions in kind particularly in connection with business combi

nations or the acquisition of companies businesses parts of

businesses or interests therein with the approval of the

Supervisory Board sold to third parties against payment in

cash if the price at which such Siemens shares are to be sold is

not significantly lower than the market price 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 sub

sidiaries In addition the Supervisory Board may use repur

chased shares to meet obligations or rights to acquire Siemens

shares that were or will be agreed with members of the

Managing Board within the framework of rules governing

Managing Board compensation

The current authorization to acquire Siemens shares is supple

mented by an authorization to repurchase up to five percent of

its capital stock existing at the date of the shareholders resolu

tion by using equity derivatives or forward purchases with

maximum maturity term of 18 months the repurchase of trea

sury stock upon the exercise of such instruments shall be no

later than January 24 2016

In August 2012 Siemens announced share buy back amount

ing to up to billion by December 30 2012 The shares repur

chased may be used for the purposes of cancellation and re

duction of capital stock issuance to employees board mem
bers of affiliated companies and members of the Managing

Board as well as to meet obligations arising under and in con

nection with convertible bonds and warrant bonds In fiscal

2012 the Company repurchased 23202500 treasury shares at

weighted average share price of 76.14 Additionally the

Managing Board decided to cancel 33203421 treasury shares

which reduced common stock from 914 million shares to 881

million shares

In fiscal 2012 and 2011 5225479 shares and 4414342 shares

respectively were transferred in connection with equity set-

tied share-based payment plans
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OTHER COMPREHENSIVE INCOME NET OF TAX

The changes in line item Other comprehensive income net of

tax including non-controlling interest holders are as follows

Yost endrd caprenbor 30 2012 Car ended r0amhrr 30 2011

rrllrurc PrClSI Trx efccr Nr Pret3c 1Cc efirrrt Nat

Items that wIll not be reclassified to profit or loss

AAur gars arO w-os ca raron pias rd sin irr cOrnnirIU 34112 1311 2101 1103 168 65

Items that may be reclassified subsequently to profit or loss

uoIiz ooctng cr on nsa labic sac narc asscts 305 10 295 42 37

kcl3Sifkaon Ccjustlsents for gats Ic sea included in ret income 86 86 29 22

Isct trralaer gars Iossc-sl on aval ebb or ale fiarcit asets 219 10 209 71 112 59

UlreaIrae gins losses on derivabse financial i1tuoents 64 29 35 35 18 17

tdacrttcr1 on arjutments for gains losses incirded in net income 144 46 98 138 44 104

iSct rrrCrzoC yan losncs on neat so bras al bLt rrnts 79 17 u3 183 62 1121

rorL
911

ttO 17 a1sltt on oroncs 855 855 129 129

1153 27 1127 125 74 51

Other comprehensive inCome 2259 1284 974 22 94 116

As of September 30 2012 and 2011 cumulative income

expense of 206 million and 71 million respectively is

recognized in line item Other comprehensive income which

relates to non-current assets or disposal groups classified as

held for disposal

OTHER CHANGES IN EQUITY

Line item Other changes in equity of the Consolidated State

ment of Changes in Equity includes 126 million which relate

to the equity instruments of the US$ bonds with warrants is

sued in fiscal 2012

MISCELLANEOUS

Under the German Stock Corporation Act Aktiengesetz the

amount of dividends available for distribution to shareholders

is based upon the earnings of Siemens AG as reported in its

statutory financial statements determined in accordance with

the German Commercial Code Handelsgesetzbuch In fiscal

2012 Siemens AG management distributed an ordinary divi

dend of 2629 million 3.00 per share of the fiscal 2011 earn

ings to its shareholders In fiscal 2011 Siemens AG manage

ment distributed to its shareholders an ordinary dividend of

2356 million 2.70 per share of the fiscal 2010 earnings

The Managing Board and the Supervisory Board proposed

dividend of per share of the fiscal 2012 Siemens AG earn

ings in total representing approximately 2.5 billion in expect

ed payments Payment of the proposed dividend is contingent

upon approval by the shareholders at the Annual Shareholders

Meeting on January 232013

27 Additional capital disclosures

As of September 30 2012 and 2011 Siemens capital structure

was as follows

Scpterrlcr 30 as

in melons ot 2012 2011

Total equity attributable to

shareholders of Siemens AG 30733 31530 3%
As percentage of toa capital 60% 64%

5hort-1rm dbf arid current

malunues of onQeerrn debt 3826 3660

Long-term debt 16880 14280

Total debt 20707 17940 15%

As percentage ci total capital 40% 36%

Total capital

total debt and total equity 51440 49470 4%

Regarding Siemens share-buy back program see NOTE 26

squtrv In September 2012 Siemens issued 1.4 bfflion and

1.0 billion 1.25 billion as of September 30 2012 in fixed-

rate instruments which are partly used to finance the share

buy back program

Siemens has commitments to sell or otherwise issue common

shares in connection with share-based compensation plans

which were met by re-issuing treasury shares in fiscal 2012 and

2011
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As part of the Companys One Siemens framework for sustain

able value creation Siemens continues to use an indicator in

order to optimize the capital structure key consideration in

this regard is to continue Siemens ready access to capital mar

kets through various debt products and maintaining the Com

panys ability to repay and service its 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 di

vided by the item Adjusted EBITDA The calculation of the item

Adjusted industrial net debt is set forth in the table below Ad

justed EBITDA is defined as adjusted earnings before income

taxes EBIT before amortization defined as amortization and

impairments net of reversals of intangible assets other than

goodwill and depreciation and impairments of property plant

and equipment and goodwill Adjusted EBIT is defined as line

item Income from continuing operations before income taxes

less line item Interest income less line item Interest expense

less line item Other financial income expense net as well as

less line item Income loss from investments accounted for

using the equity method net

Septerer

irs rallier of 20 -011

Snot tyn deb5ai current maturities
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Adjusted Industrial net debt/adjusted EBITDA

continuing operations 0.24 0.14

Akey factor in maintaining strong financial profile is Siemens

credit rating which is affected by among other factors

Siemens capital structure profitability ability to generate cash

flow geographic and product diversification as well as

Siemens competitive market position Siemens current corpo

rate credit ratings from Moodys Investors Service and Stan

dardPoors Ratings Services SP are noted as follows

September to 2012 Saoiember 01 2111

Moodys crodys

lnsestort lr-n.tors

Service SOP Servje SOP

Long-term debt Aa3 A-i- Al At

Short-term debt P-i A-is- P-I A-Ic

On June 2012 Moodys raised its long-term Siemens credit

rating from Al to Aa3 The rating classification Aa is the second

highest rating within Moodys debt ratings category The nu
merical modifier indicates ranking in the lower end of that

rating category At the same time Moodys revised its outlook

for Siemens credit rating from positive to stable The Moodys

rating outlook is an opinion regarding the likely direction of an

issuers rating over the medium-term Rating outlooks of

Moodys fall into the following six categories positive nega

tive stable developing ratings under review and no outlook

Moodys announced that the rating action was prompted by

the higher levels of profitability and cash flow leverage that

the Company has been able to achieve over the past few years

and Moodys assessment that these levels are likely to be sus

tainable through economic cycles including the current peri

od of economic weakness in Europe

Moodys rating for Siemens short-term corporate 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 maturity of less than

one year On June 2012 Moodys affirmed Siemens P-I short-

term rating

SPs rating for Siemens long-term credit rating is A-i- Within

SPs ratings definitions an obligation rated has the third

highest long-term rating category The modifier indicates

that the long-term debt ranks in the upper end of the catego

ry SPs outlook for Siemens credit rating was positive rat

ing outlook indicates the potential direction of long-term

credit rating over the medium-term Rating outlooks of SPs
fail into the following four categories positive negative sta

ble and developing

ten Short-tarm aebt and current reueu ties at or rarm dslt as aett as tenS

Long--cerrn dnLt bode is total adjc crests for fair caine hedpn accounting of
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SPs rating for Siemens short-term corporate credit rating is

A-1 This is the highest short-term rating within the SPs

short-term rating scale During fiscal 2012 SPs did not

change our long-term or short-term credit rating

28 Commitments and contingencies

GUARANTEES AND OTHER COMMITMENTS
The following table presents the undiscounted amount of

maximumpotential future payments for each major group of

guarantee

Seabe 30

On m8ons nl 2012 2011

Gu.rertee5

326

Guarantee5 of ci-riaoy prformanc 1562 2718

HERKULES oheton 2290 2690

Other 3632 3613

7810 9612

As of September 30 2012 in addition to guarantees disclosed

above Siemens has credit guarantees of 309 million guaran

tees of third-party performance of million and other guar

antees of 82 million relating to discontinued operations

Item Credit guarantees cover the financial obligations of third

parties in cases where Siemens is the vendor and or contrac

tual partner These guarantees generally provide that in the

event of default or non-payment by the primary debtor Siemens

will be required to settle such financial obligations In addition

Siemens provides credit guarantees generally as creditline

guarantees with variable utilization to joint ventures and associ

ated and other companies accounted for using the equity meth

od The maximum amount of these guarantees is subject to the

outstanding balance of the credit or in case where credit line

is subject to variable utifization the nominal amount of the

credit line These guarantees usually have terms of between

one and five years Except for statutory recourse provisions

against the primary debtor credit guarantees are generally not

subject to additional contractual recourse provisions As of Sep

teruber 302012 and 2011 the Company accrued 28 million and

39 million respectively relating to credit guarantees

Furthermore Siemens issues guarantees of third-party perfor

mance which indude performance bonds and guarantees of

advanced payments in cases where Siemens is the general or

subsidiary partner in consortium In the event of non-fulfill-

ment of contractual obligations by the consortium partners

Siemens will be required to pay up to an agreed-upon maxi

mum amount These agreements span the term of the con

tract typically ranging from three months to seven years Gen

erally consortium agreements provide for fallback guarantees

as recourse provision among the consortium partners In fis

cal 2011 item Guarantees of third-party performance included

significant amount of guarantees relating to the Siemens IT

Solutions and Services business yet to be transferred to AtoS

in fiscal 2011 In case beneficiary had raised claim under

these guarantees AbS would have been required to indemni

fy Siemens As of September 30 2012 and 2011 the Company

accrued 83 million and 69 million respectively relating to

performance guarantees

In fiscal 2007 The Federal Republic of Germany commissioned

consortium consisting of Siemens and IBM Deutschland

GmbH IBM to modernize and operate the non-military infor

mation and communications technology of the German Feder

al Armed Forces Bundeswehr This project is called

HERKULES project company BWT Informationstechnik

GmbH BWI will provide the services required by the terms of

the contract Siemens is shareholder in the project company

The total contract value amounts to maximum of approxi

mately billion In connection with the consortium and exe

cution of the contract between BWI and the Federal Republic of

Germany in December 2006 Siemens issued several guaran

tees connected to each other legally and economically in favor

of the Federal Republic of Germany and of the consortium

member IBM The guarantees ensure that BWI has sufficient

resources to provide the required services and to fulfill its con

tractual obligations These guarantees are listed as separate

item HERKULES obligations in the table above due to their

compound and multilayer nature Total future payments po

tentially required by Siemens amount to 2.29 billion and

2.69 billion as of September 30 2012 and 2011 respectively

and will be reduced by approximately 400 million per year

over the remaining five-year contract period as of September

30 2012 Yearly payments under these guarantees are limited

to 400 million plus if applicable maximum of 90 million

in unused guarantees carried forward from the prior year

Item Other includes indemnifications issued in cotmection

with dispositions of business entities Such indemnifications

if customary to the relevant transactions may protect the buy

er from potential tax legal and other risks in conjunction with

the purchased business entity Indemnifications primarily re

late to NSN disposed of in fiscal 2i07 EN disposed of in fiscal

2008 and to Siemens IT Solutions and Services disposed of in

fiscal 2011 As of September 30 2012 and 2011 the total amount

accrued for guarantees in item Other is 528 million and 620

mfflion respectively
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September 50

in n5Im ot 2012 2011

tms yea 812 s6

After one year but not more than hue years 1586 1526

t.oretint eears 770 35

3167 3068

Total operating rental expense for the years ended September

30 2012 and 2011 were 1078 million and 1051 million re

spectively Total sublease income amounts to 74 million and

79 million respectively in fiscal 2012 and 2011 Total future

minimum sublease payments expected to be received under

non-cancellable subleases as of September 30 2012 and 2011

amount to 162 million and 257 million respectively

As of September 30 2012 and 2011 the Company has commit

ments to make capital contributions to the equity of various

companies of 211 million and 356 million respectively The

September 30 2012 and 2011 balance includes conditional

commitment proportional to our shareholding to make capi

tal contributions to EN of million and 172 million

The Company is jointly and severally liable and has capital con

tribution obligations as partner in commercial partnerships

and as participant in various consortiums

NOTE 29 Legal proceedings

PUBLIC CORRUPTION PROCEEDINGS

Governmental and related proceedings

As previously reported in May 2011 Siemens AG voluntarily

reported case of attempted public corruption in connection

with project in Kuwait in calendar 2010 to the U.S Depart

ment of Justice the SEC and the Munich public prosecutor

The Munich public prosecutor discontinued the investigations

which related to certain former employees but imposed condi

tions on them Siemens is cooperating with the U.S authori

ties in their ongoing investigations

As previously reported in July 2011 the Nuremberg-Fuerth

public prosecutor notified Siemens AG of an investigation

against several employees in connection with payments relat

ed to the healthcare business in the Caribbean In November

2012 the Nuremberg-Fuerth public prosecutor discontinued

its investigation

As previously reported in July 2011 the Munich public prose cu

tor notified Siemens AG of an investigation against an employee

in connection with payments to supplier related to the oil

and gas business in Central Asia from calendar 2000 to 2009

Siemens is cooperating with the public prosecutor

As previously reported in October 2011 the Turkish Prime Minis

try inspection Board notified Siemens Sanayi ye Ticaret A.S

Turkey of an investigation in connection with alleged bribery

in Turkey and Iraq from calendar 1999 to 2007 Siemens is coop

erating with the authority

As previously reported in 2011 the Brasilia public prosecutor

Brazil opened proceedings to assess allegations against

Siemens in connection with metro project in calendar 2007

Siemens is cooperating with the authority

As previously reported authorities in Russia were conducting

an investigation into alleged misappropriation of public funds

in connection with the award of contracts to Siemens for the

delivery of medical equipment to public authorities in Yekater

inburg in calendar 2003 to 2005 In July 2011 the investigation

was closed with respect to all material charges In November

2011 all remaining charges were dropped as well

As previously reported irs calendar 2008 the Sªo Paulo public

prosecutor Brazil started certain investigations into the use of

business consultants and suspicious payments in connection

with the former Transportation Systems Group in or after cal

endar 2000 In fiscal 2011 Siemens learned that this investiga

tion was not discontinued in calendar 2009 but treated confi

dential Siemens is cooperating with the authority

As previously reported Siemens AG had filed request for arbi

tration against the Republic of Argentina Argentina with the

International Center for Settlement of Investment Disputes

ICSID of the World Bank Siemens AG claimed that Argentina

had unlawfully terminated its contract with Siemens for the

development and operation of system for the production of

identity cards border control collection of data and voters

registers DNI project and thereby violated the Bilateral Invest

ment Protection Treaty between Argentina and Germany BIT
unanimous decision on the merits was rendered by the ICSID

arbitration tribunal in February 2007 awarding Siemens AG
inter aba compensation in the amount of US$217.8 million

plus compound interest thereon at rate of 2.66% since May

18 2001 Argentina subsequently filed applications with the

ICSID aiming at the annulment and reversal of the decision

and stay of enforcement of the arbitral award Irs August

2009 Argentina and Siemens AG reached an agreement to mu
tually settle the case and discontinue any and all civil proceed

ings in connection with the case without acknowledging any

As of September 30 2012 and 2011 future payment obligations

under non-cancellable operating leases are as follows
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legal obligations or claims No payment was made by either

party As previously reported the Argentinean Anti-Corruption

Authority is conducting an investigation against individuals in

to corruption of government officials in connection with the

award of the contract for the DNI project to Siemens in calen

dar 1998 Searches were undertaken at the premises of Siemens

Argentina arid Siemens IT Services SA in Buenos Aires in

August 2008 and in February 2009 The Company is cooperat

ing with the Argentinean Authorities The Argentinean investi

gative judge also repeatedly requested judicial assistance from

the Munich public prosecutor and the federal court in New

York In December 2011 the U.S Securities and Exchange Com
mission SEC and U.S Department of Justice filed an indict

ment against nine individuals based on the same facts as the

investigation of the Argentinean Anti-Corruption Authority

Most of these individuals are former Siemens employees The

former member of the Managing Board of Siemens AG Dr Uriel

Sharef is also involved Siemens AG is not party to the pro

ceedings

As previously reported in February 2010 Greek Parliamentary

Investigation Committee GPIC was established to investigate

whether any politicians or other state officials in Greece were

involved in alleged wrong-doing of Siemefis in Greece The

GPICs investigation was focused on possible criminal
liability

of politicians and other state officials Greek public prosecutors

are separately investigating certain fraud and bribery allega

tions involving among others former board members and

former executives of Siemens A.E Elektrotechnische Projekte

und Erzeugnisse Greece Siemens A.E and Siemens AG In

January 2011 the GPIC alleged in letter to Siemens A.E that

the damage suffered by the Greek state amounted to at least

billion Furthermore the GPIC issued report repeating

these allegations In addition the Hellenic Republic Minister of

State indicated in letter to Siemens that the Greek state will

seek compensation from Siemens for the alleged damage In

April 2012 the Greek Parliament approved settlement agree

rnent between Siemens and the Greek State the material pro

visions of which include the following Siemens waives public

sector receivables in the amount of 80 million Furthermore

Siemens agrees to spend maximum of 90 million on various

anti-corruption and transparency initiatives as well as uni

versity and research programs and to provide 100 million of

financial support to Siemens A.E to ensure its continued pres

ence in Greece In exchange the Greek State agrees to waive

all civil claims and all administrative fines related to the cor

ruption allegations and to utilize best efforts to resolve all

pending disputes between Siemens and the Greek state-com

panies or its public authorities

In February 2012 the Munich public prosecutor notified

Siemens AG of request for mutual assistance in criminal

matters by foreign authority The investigation of the foreign

authority involves Siemens subsidiary located in North

West Europe in connection with alleged payments to employ

ees of Russian company between calendar 1999 and 2006

In November 2012 the foreign authority notified Siemens

about its intention to bring charge against two individuals

and to open proceedings against Siemens Siemens is cooper

ating with the authorities

As previously reported the Nigerian Economic and Financial

Crimes Commission EFCC was conducting an investigation

into alleged illegal payments by Siemens to Nigerian public of

ficials between calendar 2002 and 2005 In October 2010 the

EFCC filed charges with the Federal High Court in Abuja and

the High Court of the Federal Capital Territory against among

others Siemens Ltd Nigeria Siemens Nigeria Siemens AG

and former board members of Siemens Nigeria In November

2010 the Nigerian Government and Siemens Nigeria entered

into an out of court settlement obligating Siemens Nigeria to

make payment in the mid double-digit million range to

Nigeria in exchange for the Nigerian Government withdrawing

these criminal charges and refraining from the initiation of any

criminal civil or other actions such as debarment against

Siemens Nigeria Siemens AG and Siemens employees

As previously reported the Vienna public prosecutor Austria

is conducting an investigation into payments between calen

dar 1999 and 2006 relating to Siemens Aktiengesellschaft Oster

reich Austria and its subsidiary Siemens VAI Metal Technolo

gies GmbH Co Austria for which valid consideration could

not be identified In September 2011 the Vienna public prose

cutor extended the investigations to include potential corpo

rate
liability

of Siemens AG Austria for tax evasion Siemens is

cooperating with the authorities

As previously reported in September 2009 the Anti-Corrup

tion Commission of Bangladesh ACC filed criminal charges

against two current and one former employee of Siemens Ban

gladesh Ltd.s Siemens Bangladesh Healthcare business It is

alleged that the employees colluded with employees of pub
lic hospital to overcharge for the delivery of medical equip

ment in the period before calendar 2007 The ACC has not sub

stantiated the criminal charges within the time limit provided

by local law Siemens Bangladesh filed motion to dismiss the

charges in October 2009 The court stayed its proceedings in

November 2009
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As previously reported in December 2009 the ACC sent re

quest for information to Siemens Bangladesh related to tele

communications projects of Siemens former Communications

Com Group undertaken prior to calendar 2007 In January

2010 Siemens Bangladesh was informed that in related

move the Anti Money Laundering Department of the Central

Bank of Bangladesh is conducting special investigation into

certain accounts of Siemens Bangladesh and of former em

ployees of Siemens Bangladesh in connection with transac

tions for Corn projects undertaken in the period from calendar

2002 to 2006 In February 2010 and June 2012 the ACC sent

requests for additional information

As previously reported in November 2009 and in February

2010 subsidiary of Siemens AG voluntarily self-reported pos

sible violations of South African anti-corruption regulations in

the period before calendar 2007 to the responsible South Afri

can authorities The authorities have requested further docu

mentation Siemens is cooperating with the authorities

As previously reported in June 2010 the Frankfurt public pros

ecutor searched premises of Siemens in Germany in response

to allegations of questionable payments relating to an Infra

structureCities project in Thailand Siemens is cooperating

with the authority

As previously reported in August 2010 the Inter-American

Development Bank IADB issued notice of administrative

proceedings against among others Siemens IT Solutions and

Services Argentina alleging fraudulent misstatements and an

titrust violations in connection with public invitation to ten

der for project in the province of Cordoba Argentina in cal

endar 2003 Siemens is cooperating with the IADB

As previously reported in August 2010 the IADB issued no

tice of administrative proceedings against among others

Siemens Venezuela alleging fraudulent misstatements and

public corruption in connection with public invitation to ten

der for healthcare projects in the Venezuelan provinces of

Anzoategui and Merida in calendar 2003 Siemens is cooperat

ing with the IADB

The Company remains subject to corruption-related investiga

tions in several jurisdictions around the world As result ad

ditional criminal or civil sanctions could be brought against

the Company itself or against certain of its employees in con

nection with possible violations of law In addition the scope

of pending investigations may be expanded and new investi

gations commenced in connection with allegations of bribery

or other illegal acts The Companys operating activities finan

cial results and reputation may also be negatively affected

particularly as result of penalties fines disgorgements

compensatory damages third-party litigation including with

competitors the formal or informal exclusion from public invi

tations to tender or the loss of business licenses or permits

Additional expenses and provisions which could be material

may need to be recorded in the future for penalties fines dam

ages or other charges in connection with the investigations

Civil litigation

As previously reported Siemens AG reached settlement with

nine out of eleven former members of the Managing and

Supervisory Board in December 2009 The settlement relates to

claims of breaches of organizational and supervisory duties

in view of the accusations of illegal business practices that

occurred in the course of international business transactions

in calendar 2003 to 2006 and the resulting financial burdens

for the Company The Annual Shareholders Meeting approved

all nine settlements between the Company and the former

members of the Managing and Supervisory Board in January

2010 The shareholders also approved settlement agreement

between the Company and its directors arid officers insurers

regarding claims in connection with the DO insurance of up

to 100 million Siemens recorded 96 million gains net of

costs from the DO insurance and the nine settlements In

January 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 Neuburger which is currently pending Siemens AG

and Mr Ganswindt are in discussions to resolve the matter

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

ern District of New York on the basis of findings made in the

Report of the Independent Inquiry Committee into the United

Nations Oil-for-Food Programme Siemens S.A.S France

Siemens Sanayi ye Ticaret A.S Turkey and OSRAM Middle East

FZE 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

sdaed arci Sters
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ANTITRUST PROCEEDINGS April 1988 and April 2004 in the field of gas-insulated switch-

As previously reported in February 2007 the European Com

mission launched an investigation into possible antitrust vio

lations involving European producers of power transformers in

cluding Siemens AG and VA Technologie AG Austria VATech

which Siemens acquired in July 2005 The German Antitrust

Authority Bundeskartellamt has become involved in the pro

ceeding and is responsible for investigating those allegations

that relate to the German market Power transformers are elec

trical equipment used as major components in electric trans

mission systems in order to adapt voltages In October 2009

the European Commission imposed fines totaling 68 million

on seven companies with regard to territorial market sharing

agreement related to Japan and Europe Siemenswas not fined

because it had voluntarily disclosed this aspect of the case to

the authorities The German Antitrust Authority continued its

investigation with regard to the German market In September

2012 the German Antitrust Authority and the Company ended

the legal proceeding by entering into settlement agreement

Siemens agreed to paya fine in the single-digit million range

As previously reported in April 2007 Siemens AG and former

VA Tech companies filed actions before the European Court of

First Instance in Luxemburg against the decisions of the Euro

pean Commission dated January 24 2007 to fine Siemens and

former VA Tech companies for alleged antitrust violations in

the European Market of high-voltage gas-insulated switchgear

between calendar 1988 and 2004 Gas-insulated switchgear is

electrical equipment used as major component for power

substations The fine imposed on Siemens AG amounted to

396.6 million and was paid by the Company in calendar 2007

The fine imposed on former VA Tech companies which

Siemens AG acquired in July 2005 amounted to 22.1 million

In addition former VA Tech companies were declared jointly li

able with Schneider Electric for separate fine of 4.5 million

Ia March 2011 the European Court of First Instance dismissed

the case regarding the fine imposed on Siemens AG and re-cal

culated the fines for the former VA Tech companies Former VA

Tech companies were declared jointly liable with Schneider

Electric for fine of 8.1 million Siemens AG and former VA

Tech companies appealed the decision in May 2011

In addition to these proceedings authorities in Brazil the

Czech Republic and Slovakia are conducting investigations in

to comparable possible antitrust violations In October 2010

the High Court of New Zealand dismissed corresponding

charges against Siemens

As previously reported in September 2011 the Israeli Antitrust

Authority requested Siemens to present its legal position

regarding an alleged anti-competitive arrangement between

gear Siemens is cooperating with the authority

In connection with the January 24 2007 decision of the Euro

pean Commission regarding alleged antitrust violations in the

high-voltage gas-insulated switchgear market claims are be

ing made against Siemens Among others claim was filed by

National Grid Electricity Transmission Plc National Grid with

the High Court of England and Wales in November 2008 Twen

ty-one companies have been named as defendants including

Siemens AG and various of its subsidiaries National Grid origi

nally asserted claims in the aggregate amount of approximate

ly 249 million for damages and compound interest In Novem

ber 2012 National Grid increased the aggregate amount to

364 million due to accrued compound interest Siemens be

lieves National Grids claim to be without merit As discussed

the European Commissions decision has been appealed to the

European Court of First Instance In June 2009 the High Court

granted stay of the proceedings pending before it In June

2009 the Siemens defendants filed their answers to the com

plaint and requested National Grids claim to be rejected

case management conference was held in November 2012 The

High Court of England and Wales lifted the stay of the proceed

ings granted in June 2009 and decided on the scope of further

discovery and set time schedule leading up to court session

expected to be held in 2014

As previously reported in November 2010 the Greek Competi

tion Authority searched the premises of Siemens S.A in Athens

in response to allegations of anti-competitive practices in the

field of telecommunication and security Siemens is cooperat

ing with the authority

As previously reported in December 2010 and in March 2011

the Turkish Antitrust Authority searched the premises of sev

eral diagnostic companies including among others Siemens

Healthcare Diagnostik Ticaret Limited Sirketi in Turkey in re

sponse to allegations of anti-competitive agreements Siemens

cooperated with the authority In May 2012 the Turkish Anti

trust Authority decided that the law has not been violated and

discontinued the proceedings

As previously reported the Italian Antitrust Authority searched

the premises of several healthcare companies among others

those of Siemens Healthcare Diagnostics Sri and Siemens

S.p.A in February 2010 The investigation addresses allega

tions of anti-competitive agreements in relation to tender of

the procurement entity for the public healthcare sector in the

region of Campania for the supply of medical equipment in

calendar 2009 In May2011 the Italian Antitrust Authority sent

Statement of Objections to the companies under investiga
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tion which confirmed that the proceedings against Siemens

Healthcare Diagnostics S.r.l were closed but accused Siemens

Sp.A of having participated in an anti-competitive arrange

ment ln August 2011 the Italian Antitrust Authority fined sev

eral companies including Siemens S.p.A for alleged anti-com

petitive behavior The fine imposed on Siemens S.pA amounts

to 1.1 million The company appealed the decision In April

2012 the Regional Administrative Court overturned the deci

sion of the Italian Antitrust Authority In November 2012 the

Italian Antitrust Authority appealed the decision of the Region

al Administrative Court

As previously reported in September 2011 the Competition

Commission of Pakistan requested Siemens Pakistan Engineer

ing Co Ltd Pakistan Siemens Pakistan to present its legal

position regarding an alleged anti-competitive arrangement

since calendar 2007 in the field of transformers and air-insu

lated switchgears Siemens cooperated with the authority

In December 2011 Siemens Pakistan filed leniency applica

tion In April 2012 the Competition Commission of Pakistan ac

cepted the leniency application and granted Siemens Pakistan

100% penalty reduction for the alleged behavior

As previously reported in October 2011 the local Antitrust

Authority in Rovno Ukraine notified DP Siemens Ukraine

Siemens Ukraine of an investigation into anti-competitive

practices in connection with delivery of medical equipment to

public hospital in calendar 2010 Siemens cooperated with

the authority The authority imposed fine in an amount equiv

alent to 4000 Siemens Ukraine did not appeal the decision

As previously reported in June 2007 the Turkish Antitrust

Agency confirmed its earlier decision to impose fine in an

amount equivalent to million on Siemens Sanayi ye Ticaret

AS Turkey based on alleged antitrust violations in the traffic

lights market Siemens Sanayi ye Ticaret AS has appealed this

decision and this appeal is still pending

In May 2012 the Brazilian Anti Trust Authority notified Siemens

Ltda Brazil of an investigation into anti-trust behavior in the

field of air-insulated switchgear and other products from calen

dar 1997 to 2006 Siemens is cooperating with the authorities

OTHER PROCEEDINGS

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 Oyj

TVO on turnkey basis Siemens AGs share of the consider

ation to be paid to the supplier consortium under the contract

is approximately 27% The other member of the supplier con-

sortium is further consortium consisting of Areva NP S.A.S

and its wholly-owned subsidiary Areva NP GmbH The agreed

completion date for the nuclear power plant was April 30

2009 Completion of the power plant has been delayed for rea

sons which are in dispute In December 2011 the supplier con

sortium informed TVO that the completion of the plant is ex

pected in August 2014 The supplier consortium and TVO cur

rently assess potential further slippage in the schedule The if

nal phases of the plant completion require the full cooperation

of all parties involved In December 2008 the supplier consor

tium filed request for arbitration against TVO demanding an

extension of the construction time additional compensation

milestone payments damages and interest In June 2011 the

supplier consortium increased its monetary claim to 1.94 bil

lion and has not updated it since then TVO rejected the

claims and made counterclaims against the supplier consor

tium consisting primarily of damages due to the delay In June

2012 the arbitral tribunal rendered partial award ordering the

release of withheld milestone payments to the supplier consor

tium of approximately 101 million plus interest As of Septem

ber 2012 TVOs alleged counterdaims amounted to 1.59 billion

based on delay of up to 56 months Based on completion in

August 2014 TVO estimates that its counterclaims amount to

1.77 billion The further delay of more than 56 months beyond

December 2013 as well as the potential materialization of fur

ther schedule uncertainties in the completion of the plant

could lead TVO to further increase its counterclaims The arbi

tration proceedings may continue for several years

As previously reported Siemens AG terminated its joint ven

ture with Areva S.A Areva in January 2009 Thereafter

Siemens AG entered into negotiations with the State Atomic

Energy Corporation Rosatom Rosatom with view to forming

new partnership active in the construction 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 obliga

tions and reduction of the price payable to Siemens AG for its

stake in the Areva NP S.A.S joint venture The final award of

the arbitral tribunal was notified in May 2011 According to this

award Siemens had to pay Areva liquidated damages of 648

million plus interest Pursuant to the arbitral award the dis

puted non-compete obligation was reduced to four years end

ing in September 2013

As previously reported Siemens is involved in power plant

construction project in the United States in which one of the

other parties to the project filed an arbitration proceeding in

US Cooiidalod Fnrxi Sr ereru
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June 2011 asserting material claims against certain other par

ties to the project While no claims are being asserted against

Siemens in the arbitration at this time it is possible that such

claims against Siemens may follow as matters progress

As previously reported OSRAM is party to number of patent

lawsuits involving Samsurig group companies and LG group

companies On the one hand OSRAM has sued Samsung

group companies and/or LG group companies and some of the

customers of these companies in the U.S South Korea

Germany China and Japan for patent infringements and is re

questing injunctions against unauthorized use of the asserted

patents and in some cases import bans and compensation In

addition OSRAM has commenced patent invalidation lawsuits

relating to LG patents and Samsung patents on Light Emitting

Diode LED technology in South Korea and relating to LG pat

ents on LED technology in China Germany and the US Sam-

sung group companies and/or LG group companies have on

the other hand initiated patent invalidation lawsuits relating

to OSRAM patents on LED technology in particular white LEDs

in South Korea Germany the US China and Japan In addition

Samsung group companies and/or LG group companies have

filed patent infringement lawsuits in various jurisdictions

such as the U.S South Korea Germany and China requesting

injunctions against unauthorized use of the asserted patents

and in some cases import bans and compensation from

OSRAM The patent infringement lawsuits initiated by LG

group companies and Samsung group companies partly in

volve direct and indirect customers of OSRAM In August 2012

OSRAM and Samsung entered into settlement agreement

and terminated the lawsuits pending between them In Octo

ber 2012 OSRAM and LG entered into settlement agreement

and are in the process of terminating the lawsuits pending

between them

In July 2008 Hellenic Telecommunications Organization S.A

0Th filed lawsuit against Siemens AG with the district court

of Munich Germany seeking to compel Siemens AG to dis

close the outcome of its internal investigations with respect to

OTE 0Th seeks to obtain information with respect to allega

tions of undue influence andlor acts of bribery in connection

with contacts concluded between Siemens AG and 0Th from

calendar 1992 to 2006 In May 2009 OTE was granted access to

the public prosecutors files in Greece At the end of July 2010

0Th expanded its claim and requested payment of damages by

Siemens AG of at least 57.07 million to 0Th for alleged bribery

payments to 0Th-employees While Siemens AG continues to

defend itself against the expanded claim Siemens AG and 0Th

remain in discussions to resolve the matter

As previously reported Siemens A.E entered into subcon

tract agreement with Science Applications International Cor

poration Delaware USA SAIC in May of 2003 to deliver and

install significant portion of security surveillance system

the C41 project in advance of the Olympic Games in Athens

Greece Siemens AE fulfilled its obligations pursuant to the

subcontract agreement Nonetheless the Greek government

claimed errors related to the C41-System and withheld amounts

for abatement in double-digit million range Furthermore

the Greek government withheld final payment in double-dig

it million range claiming that the system had not been final

ly accepted Although Siemens A.E is not contractual party

of the Greek government under Siemens A.Es subcontract

agreement with SAIC non-payment by the Greek government

also has an economic effect on Siemens AE SAIC has filed for

arbitration contesting all the Greek governments claims and

its ability to withhold payments The Greek State filed inter

alia motion to stay the arbitration in view of the ongoing

criminal investigations conducted by the Greek public prose

cutor This motion was denied by the Arbitral Tribunal in July

2011 Resolution of this dispute has been complicated by brib

ery and fraud allegations either made in public or within the

arbitration proceedings against Siemens A.E in Greece which

have resulted in extensive negative media coverage concern

ing the C41 system

As previously reported Russian authorities are conducting

widespread investigations regarding possible fraudulent activ

ities of resellers and governmental officials relating to procure

ment of medical equipment in the public sector As is the case

with other providers of medical equipment 000 Siemens

Russia has received numerous information requests and in

quiries were made on-site by the authorities regarding tenders

in the public healthcare sector 000 Siemens is cooperating in

the ongoing investigations which also relate to certain individ

ual employees

As previously reported in April 2009 the Defense Criminal In

vestigative Service of the U.S Department of Defense conduct

ed search at the premises of Siemens Medical Solutions USA

Inc United States in Malvern Pennsylvania in connection

with an investigation relating to Siemens contact with the

U.S Department of Defense for the provision of medical equip

ment

As previously reported in June 2009 Siemens AG and two of

its subsidiaries voluntarily self-reported among others possi

ble violations of U.S Export Administration Regulations to the

responsible U.S authorities On October 2011 the U.S
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Department of Commerce notified Siemens that it closed its

case without taking further action On October 2011 the U.S

Department of the Treasury notified Siemens that it opened an

investigation Siemens is cooperating with the authorities

As previously reported since July 2009 the EUAriti-Fraud Office

OLAF its Romanian equivalent DELAF and the Romanian pub

lic prosecutor DNA have been investigating allegations of

fraud in connection with the 2007 award of contract to

FORTE Business Services later Siemens IT Solutions and Ser

vices Romania to modernize the IT infrastructure of the Ro

manian judiciary In September 2010 OLAF put the matter on

monitoring status and decided not to open formal proceed

ings DELAF referred the matter to DNA and closed its investi

gations After the sale of Siemens global IT Solutions and Ser

vices business to AtoS Siemens Romania is no longer directly

involved in the DNA investigation in September 2012 the Ro

manian Ministry of Finance filed civil claims in the amount of

12 million against AtoS Romania within the framework of the

criminal proceedings AtoS Romania could hold Siemens AG

contractually liable if it were required to make this payment

In December 2011 the United States Attorneys Office for the

Northern District of New York served Grand Jury subpoena

on Siemens that seeks records of consulting payments for

business conducted by the Building Technologies business

unit in New York State over the period from January 2000

through September 30 2011 Siemens is cooperating with the

authority

In February 2012 the United States Attorneys Office for the

Eastern District of New York served subpoena on Siemens

Healthcare Diagnostics Inc United States for information re

lating to diagnostics process Siemens is cooperating with

the authority

For legal proceedings information required under lAS 37 Provi

sions Contingent Liabilities and Contingent Assets is not dis

closed if the Company concludes that the disclosure can be

expected to seriously prejudice the outcome of the litigation

In addition to the investigations and legal proceedings de

scribed above Siemens AG and its subsidiaries have been

named as defendants in various other legal actions and pro

ceedings arising in connection with their activities as global

diversified group Some of these pending proceedings have

been previously disclosed Some of the legal actions include

claims or potential claims for punitive damages or claims for

indeterminate amounts of damages Siemens is from time to

time also involved in regulatory investigations beyond those

described above Siemens is cooperating with the relevant au

thorities in several jurisdictions and where appropriate con

ducts internal investigations regarding potential wrongdoing

with the assistance of in-house and external counsel Given

the number of legal actions and other proceedings to which

Siemens is subject some may result in adverse decisions

Siemens contests actions and proceedings when it considers it

appropriate In view of the inherent difficulty of predicting the

outcome of such matters particularly in cases in which clalm

ants seek indeterminate damages Siemens may not be able to

predict what the eventual loss or range of loss related to such

matters will be The final resolution of the matters discussed in

this paragraph could have material effect on Siemens busi

ness results of operations and financial condition for any re

porting period in which an adverse decision is rendered How

ever Siemens currently does not expect its business results of

operations and financial condition to be materially affected by

the additional legal matters not separately discussed in this

paragraph

NOTE 30 Additional disclosures

on financial instruments

The following table presents the carrying amounts of each

category of financial assets and financial liabilities

pt.mr

in vUtons of 2012 2011

Fiaanca assets

Loans and receivables 28430 25865

Cash and cash equivaicots 10891 12468

Derivatives desionated

in hedge accounti9g relationship 1918 170/

Financial assols hold for trading 1.410 1.315

Ava able-for-sale financial assetS 1546 1191

44203 42546

Financia liabilities

tinandai flabilities measured

at amortized cost

Firiand liabilities held for trading

Derivatives designated

in hedge accounting relationship

30160

920

204

31284

27083

1350

255

28688
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The following table presents the fair values and carrying

amounts of financial assets and financial liabilities measured

at cost or amortized Cost

September 50 2052 -aba 25251

Carrying or

Sr rriair2ns of 13ff Va_c amont 1ai

rrandal assets irroesured at cost or amortraed cost

Trade and other rrccv3bkss1 13344 13344 1347 1314

Receivables from Finance leases 5059 5059 472 1742

Cash and cash eRuivalents 10891 10891 1268 12468

Other non-derivative ilnandal assets 10036 10036 7916 7916

Avaisbie-for-sale %rsancial assets2 293 252

firrandal libHitirrs measured at cost or arrrortbed cost

Notes arid bonds

irade lavahiersi

Loans from banks and olirer uinandal indebtedness

Ohiqation under Finance leases

Other non-derivative financial liabilities

Cash and cash equivalents includes 199 million and 148 mil

lion as of September 30 2012 and 2011 respectively which are

not available for use by Siemens mainly due to minimum re

serve requirements with banks

The fair values of cash and cash equivalents trade and other

receivables and trade payables with remaining term of up to

twelve months other current financial liabilities and borrow

ings under revolving credit facilities approximate their carry

ing amount mainly due to the short-term maturities of these

instruments

Fixed-rate and variable-rate receivables with remaining term

of more than twelve months including receivables from finance

leases are evaluated by the Company based on parameters

18460

8036

2340

202

1418

18212

8036

2334

161

1418

11007

7677

2680

194

1466

11146

7677

2649

145

1466

such as interest rates specific country risk factors individual

creditworthiness of the customer and the risk characteristics

of the financed project Based on this evaluation allowances

for these receivables are taken into account As of September

30 2012 and 2011 the carrying amounts of such receivables

net of allowances approximate their fair values

The fair value of quoted notes and bonds is based on price

quotations at the period-end date The fair value of unquoted

notes and bonds loans from banks and other financial indebt

edness obligations under finance leases as well as other non

current financial liabilities is estimated by discounting future

cash flows using rates currently available for debt of similar

terms and remaining maturities

Cosnirts of 53310 rriSsti and 132553 rsdtort trade en SabSen ram the tata of

qsada cmi srrrvrcea Sri fisacS 2012 arid 20ff srspentoeiy an roes as 25 em n%ar Orni

59 maSon racraosSes in foded Sri Sire fern Otitat Srrairdaf 2sSsfS Sn Ssrai 2012 and

25551 resirsc.fissiV As of September30 2012 and 2Sf train recraioabtes from the SaSS

of 3ods and semaices of 635 srifliorm ansi 595 mnSomr save renamrSrrç5 term of arose

fhs twefve rrrnntfmr

ConsiStS of equity rrntromartn cSasSfied as ascffabtn-for-ssle far which fair caine

coutd not be reliably measured arrd whirls are thsrofnre resmqriae at cart

Snot Septnnitrrrr 30.2052 cad 2011 irwIn payabfes aFt2 nmmtiomr and 155 ariliiorr

save rnmrrsiirlng term mare than tweise marrths
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Financial instruments categorized as financial assets and fi

nancial liabilities measured at fair value are presented in the

following table

Sept sr

vi ii Sons ol z012 011

Findai assets rseast.red at irvai

Avai vtic-far Ic tine cIa ascts 1252 939

Donvstiv firrncusl nswnionis 3328 3022

Not dosgnoted in twd9e

occuun0sg rcloiio.ahp 2202 248

In nnvctou wib fair v1re hcdcs 1.783 2.575

Fo.cgn rronsy xrhcngo dv has 22

Thterecr role dedvotves 2762 1572

In connection vvirh cash flow hedges 135 232

hor_ qn currency exci.aag derivatives 232 232

Corn nothty dcdvoa vss

rnbeadd fcriusiv 208 267

4580 3961

Finncial iahi ties rreasued at fai value

Derivative linvncial nslrurnerIs 1125 1605

Nat dedanaed in hedge

arw ring ret rationchip
823 2.253

can nertlon with fair value ledqes

cu exchangs fenvoLves

tnleasl rote dci VctflVS

In wnncton evilh cash 110w ledges 293 247

Forcrgn curlency exchrige dsiuorivvs 285 207

Interesr rote derivotves 23

Commodity derivatives 27

Embedded derivatives 98 97

1125 1605

Fair values of available-for-sale financial assets are derived

from quoted market prices in active markets

The Company limits default risks resulting from derivative fi

nancial instruments by careful counterparty selection Deriv

ative financial instruments are generally transacted with finan

cial institutions with investment grade credit ratings The fair

valuation of derivative financial instruments at Siemens incor

porates all factors that market participants would consider in

cluding the counterparties credit risks The exact calculation

of fair values of derivative financial instruments depends on

the specific type of instrument

Derivative interest rate contracts The fair values of derivative

interest rate contracts e.g interest rate swap agreements are

estimated by discounting expected future cash flows using

current market interest rates and yield curves over the remain

ing term of the instrument Interest rate futures and interest

rate options are valued on the basis of quoted market prices

when available If quoted market prices are not available inter

est rate options are valued based on option pricing models

Derivative currency contracts The fair value of foreign cur

rency exchange contracts is based on forward exchange rates

Currency options are valued on the basis of quoted market

prices or on estimates based on option pricing models

Derivative commodity contracts The fair value of commodity

swaps based on forward commodity prices Commodity

options are valued on the basis of quoted market prices or on

estimates based on option pricing models

In determining the fair values of the derivative financial in

struments no compensating effects from underlying transac

tions e.g firm commitments and forecast transactions are

taken into consideration

The following table allocates financial assets and financial

liabilities measured at fair value to the three levels of the fair

value hierarchy

September 30 2012

Iris vi i.of Level Lenel2 Level Tolal

I-ilarrdal assets

flea at mu v-iua

AvaiIabIe5r sale iiarrcaI assets 1252 1252

Ocr vaive financial nsrumer 3328 3328

Total 1252 3328 4580

Fioniai liabiliiies

measured at fair value

Derivative financial instwments 1125 1125

srslornb -10 rOtl

Level 1gel Lr Il Is al

Finnciai assets

measured at iCli vClue

Availabls-for-cale financial assets 939 939

Derivstive financial instrumsnts 3022 3022

Total 939 3822 3961

Finandel liabilities

measured at lair value

Derivative financial instruments 1597 1605
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The levels of the fair value hierarchy and its application to our

financial assets and financial liabilities are described below

Level quoted prices in active markets for identical as

sets or liabilities

Level inputs other than quoted prices that are observ

able for the asset or liability either directly i.e as prices or

indirectly i.e derived from prices and

Level inputs for assets or liabilities not based on observ

able market data

Net gains losses of financial instruments are as follows

Year erect ttnsrt

Or rettlons ot 2012 3t1

Cash and sti euvsstents 11

Avayebtefor-sate Inanciat assets 83 1522

Loans end receivebee 228 100

tirianctat fabtlbes meassred at amortized cot 257 26
Finandat assets and

iinsnciat taizlittsss hetd for
trading 189 95

COLLATERAL

Siemens holds collateral that can be sold or re-pledged in ab

sence of default by the owner of the collateral mainly resulting

from reverse repurchase agreements As of September 30 2012

and 2011 the fair value of the collateral held amounted to 500

million and 421 million respectively As of September 30 2012

and 2011 the right to sell or re-pledge the collateral has not

been exercised As of September 30 2012 and 2011 the carry

ing amount of financial assets Siemens has pledged as collater

al amounted to 500 million and 565 million respectively

NOTE Derivative financial instruments

and hedging activities

As part of the Companys risk management program variety

of derivative financial instruments is used to reduce risks

resulting primarily from fluctuations in foreign currency ex

change rates interest rates and commodity prices

The fair values of each type of derivative financial instru

ments recorded as financial assets or financial liabilities are as

follows

Net gains losses in fiscal 2012 and 2011 on available-for-sale

financial assets include net gains on derecognition as well as

impairment losses In fiscal 2011 net gains on derecognition

mainly comprise 1520 million disposal gain related to the ter

mination of the Areva NP S.A.S joint venture For the amount

of unrealized gains losses on available-for-sale financial as

sets recognized directly in equity and the amount removed

from equity and recognized in net income in the respective fis

cal years see line item Other Comprehensive Income net of

tax in -- NOTE 26 EQLNTY

Septsrnbrrr 1012 Sspeisitesr00 201

ste altos $44 Asset ably Asset Leh1ty

ror9n correrscy

cxclrr6c csntads 343 325 390 644

Sorest rate sweos

srsd cernttnd

steres currency roepr 2577 534 2161 423

Cormodtvcwaps 36 27 62 155

rmbedded dervatves 208 98 167 97

Optot 164 141 242 286

3328 1125 3022 1605

Net losses on loans and receivables contain changes in valua

tion allowances gains or losses on derecognition as well as re

coveries of amounts previously written-off Net gains losses

in fiscal 2012 and 2011 on financial liabilities measured at am
ortized cost are comprised of gains losses from derecogni

tion and the ineffective portion of fair value hedges Net gains

losses in fiscal 2012 and 2011 on financial assets and financial

liabilities held for trading consist of changes in the fair value

of derivative financial instruments induding interest income

and expense for which hedge accounting is not applied

The amounts presented include foreign currency gains and

losses from the realization and valuation of the financial as

sets arid liabilities mentioned above

FOREIGN CURRENCY EXCHANGE RATE

RISK MANAGEMENT

NOTE 32 FtNANCtAL RSt MANAOEMENT

Derivative financial instruments not designated

in hedging relationship

The Company manages its risks associated with fluctuations in

foreign currency denominated receivables payables debt

firm commitments and forecast transactions primarily through

Company-wide portfolio approach Under this approach the

Company-wide risks are concentrated centrally and various

derivative financial instruments primarily foreign currency ex

change contracts foreign currency swaps and options are uti

lized to minimize such risks Such strategy does not qualify
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for hedge accounting treatment Accordingly all such deriva

tive financial instruments are recorded at fair value on the

Consolidated Statements of Financial Position either in line

items Other current financial assets liabilities or line items

Other financial assets liabilities changes in fair values are

charged to net income loss

The Company also has foreign currency derivatives which are

embedded in certain sale and purchase contracts denominated

in currency that is neither the functional currency of the sub

stantial parties to the contract nor currency which is com

monly used in the economic environment in which the con

tract takes place Gains losses relating to such embedded

foreign currency derivatives are reported in line item Cost of

goods sold and services rendered in the Consolidated State

ments of Income

Hedging activities

The Companys operating units apply hedge accounting for

certain significant forecast transactions and firm commit

ments denominated in foreign currencies Particularly the

Company has entered into foreign currency exchange con

tracts to reduce the risk of variability of future cash flows re

sulting from forecast sales and purchases as well as firm com

mitments This risk results mainly from contracts denominat

ed in US$ both from Siemens business units entering into

long-term contracts e.g project business and from the stan

dard product business

Cash flow hedgos As of September 30 2012 and 2011 the

ineffective portion of cash flow hedges is not significant mdi

vidually or in aggregate

Periods in which the hedged forecast transactions or the firm

commitments denominated in foreign currency are expected

to impact profit or loss

Year ended September 30

2015 to 2015 and

bo millions of 2013 2014 2017 Iceirer

xpoced sin loss to

be rec ssted from Fcc

tern Other cornprchensvs

income net of tax into

re000ue or cost of roods

sold end services rendered 14 21 35

Fair value hedges As of September 30 2012 and 2011 the

Company hedged firm commitments using foreign currency

exchange contracts that were designated as hedging instru

ments in foreign currency fair value hedges of future sales re

lated primarily to the Companys project business and to

lesser extent future purchases Financial assets liabilities re

sulting from those hedging transactions as well as resulting

gains and losses from changes in fair values of foreign cur

rency exchange contracts were not significant individually or

in aggregate

INTEREST RATE RISK MANAGEMENT

Interest rate risk arises from the sensitivity of financial assets

and liabilities to changes in market interest rates The Compa

ny seeks to mitigate that risk by entering into interest rate de

rivatives such as interest rate swaps options interest rate fu

hires and forward rate agreements

Derivative financial instruments not designated

in hedging relationship

For the interest rate risk management relating to the Group ex

cluding SFS business derivative financial instruments are

used under portfolio-based approach to manage interest risk

actively relative to benchmark The interest rate manage

ment relating to the SFS business remains to be managed sep

arately considering the term structure of SFS financial assets

and liabilities on portfolio basis Both approaches do not

qualify for hedge accounting treatment Accordingly all inter

est rate derivatives held in this relation are recorded at fair val

ue either in line items Other current financial assets liabili

ties or in line items Other financial assets liabilities and

changes in the fair values are charged to line item Other finan

cial income expense net Net cash receipts and payments re

lating to interest rate swaps used in offsetting relationships

are also recorded in line item Other financial income ex

pense net

Fair value hedges of fixed-rate debt obligations

Under the interest rate swap agreements outstanding during

the years ended September 30 2012 and 2011 the Company

has agreed to pay variable rate of interest multiplied by no
tional principle amount and receives in return an amount

equal to specified fixed rate of interest multiplied by the

same notional principal amount These interest rate swap

agreements offset an impact of future changes in interest rates

on the fair value of the underlying fixed-rate debt obligations

The interest rate swap contracts are recorded at fair value in

the Companys Consolidated Statements of Financial Position

and the related portion of fixed-rate debt being hedged is re

corded at an amount equal to the sum of its carrying amount

plus an adjustment representing the change in fair value of

the debt obligations attributable to the interest rate risk being
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hedged Changes in the fair value of interest rate swap con

tracts and the offsetting changes in the adjusted carrying

amount of the related portion of fixed-rate debt being hedged

are recognized in line item Other financial income expense

net in the Consolidated Statements of Income Adjustments in

the carrying amount of the debt obligations resulted in gain

loss of 227 million and 184 million in fiscal 2012 and 2011

respectively During the same period the related swap agree

ments resulted in gain loss of 233 million and 189 mil

lion respectively Accordingly the net effect recognized in line

item Other financial income expense net representing the

ineffective portion of the hedging relationship amounts to

million and million in fiscal 2012 and 2011 respectively

Net cash receipts and payments relating to such interest rate

swap agreements are recorded as interest expense

The Company had interest rate swap contracts to pay variable

rates of interest of an average of 0.5% and 1.3% as of Septem

ber 30 2012 and 2011 respectively and received fixed rates of

interest average rate of 5.1% and 5.3% as of September 30

2012 and 2011 respectively The notional amount of indebted

ness hedged as of September 30 2012 and 2011 was 11253

million and 12584 million respectively This changed 66%

and 91% of the Companys underlying notes and bonds from

fixed interest rates into variable interest rates as of September

30 2012 and 2011 respectively The notional amounts of these

contracts mature at varying 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 in

debtedness as of September 30 2012 and 2011 was 1586 mil

lion and 1360 million respectively

Cash flow hedges of variable-rate term loan

As of September 30 2012 and 2011 the Company applied cash

flow hedge accounting for 50% of variable-rate US$ billion

term loan To benefit from the low interest rates in the U.S

the Company entered into interest rate swap agreements to

pay fixed rate of interest and to receive in return variable

rate of interest These interest rate swap agreements offset the

effect of future changes in interest payments to be made for

the underlying variable-rate term loan In fiscal 2012 and 2011

the cash flow hedges of the variable-rate term loan did not re

sult in any ineffective portion Net cash receipts and payments

relating to such interest rate swap agreements are recorded as

interest expense

Periods in which the hedged interest payments expected to

impact profit or loss are

Yeu edd Sepernber 30

lord

Fxected ricorn l.orn

to be redarnfied front in
tern Other oornprohennvo

ncorne net ol fax Info

hteret

201ff and

thornatfer

COMMODITY PRICE RISK MANAGEMENT

--- NOTE 32 PINANCIAI RISK MANAGEMENT

Derivative financial instruments not designated

in hedging relationship

The Company applies portfolio approach to manage the Com

pany-wide risks associated with fluctuations in commodity

prices from firm commitments and forecast transactions by

entering into commodity swaps and commodity options Such

strategy does not qualify for hedge accounting treatment

Cash flow hedging activities

The Companys corporate procurement applies cash flow

hedge accounting for certain firm commitments to purchase

copper As of September 30 2012 and 2011 there is no ineffec

tive portion In fiscal 2012 and 2011 no gains losses were re

classified from line item Other comprehensive income net of

tax into line item Cost of goods sold and services rendered be

cause the occurrence of the related hedged forecast transac

tion was no longer probable

It is expected that 66 million of net deferred losses in line

item Other comprehensive income net of tax will be reclassi

fied into line item Cost of goods sold and services rendered in

fiscal 2013 when the consumption of the hedged commodity

purchases is recognized in line item Cost of goods sold and

services rendered As of September 30 2012 and 2011 the

maximum length of time over which the Company is hedging

its future commodity purchases is 99 months and 35 months

respectively
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NOTE 32 Financial risk management

Siemens financial risk management is an integral part of how

to plan and execute its business strategies Siemens financial

risk management policy is set by the Managing Board

Siemens organizational and accountability structure requires

each of the respective managements of Siemens Sectors Fi

nancial Services Cross-Sector Services regional Clusters and

Corporate Units to implement financial risk management pro

grams that are tailored to their specific industries and respon

sibilities while being consistent with the overall policy estab

lished by the Managing Board

Increasing market fluctuations may result in significant cash

flow and earnings volatility risk for Siemens The Companys

operating business as well as its investment and financing ac

tivities are affected by changes in foreign exchange rates in

terest rates commodity prices and equity prices In order to

optimize the allocation of the financial resources across the

Siemens segments and entities as well as to secure an optimal

return for its shareholders Siemens identifies analyzes and

proactively manages the associated financial market risks The

Company seeks to manage and control these risks primarily

through its regular operating and financing activities and uses

derivative financial instruments when deemed appropriate

Within the various methodologies to analyze and manage risk

Siemens has implemented system based on parametric van

ance-covariance Value at Risk VaR The VaR methodology pro

vides quantification of market risks based on historical vola

tilities and correlations of the different risk factors under the

assumptions of the parametric variance-covariance Value at

Risk model The VaR figures are calculated based on

historical volatilities and correlations

ten day holding period and

99.5% confidence level

for foreign currency exchange rate risk interest rate risk com

modity price risk and equity price risk as discussed below

Actual results that are included in the Consolidated Statements

of Income or Consolidated Statements of Comprehensive In

come may differ substantially from VaR figures due to funda

mental conceptual differences The Consolidated Statements of

Income and Consolidated Statements of Comprehensive In

come are prepared in accordance with IFRS The VaR figures are

the output of model with purely financial perspective and

represent the potential financial loss which will not be exceed

ed within ten days with probability of 99.5% The concept of

VaR is used for internal management of the treasury activities

Although VaR is an important tool for measuring market risk

the assumptions on which the model is based give rise to

some limitations including the following ten day holding

period assumes that it is possible to dispose of the underlying

positions within this period While this is considered to be re

alistic assumption in almost all cases it may not be valid dur

ing prolonged periods of severe market illiquidity 99.5%

confidence level does not reflect losses that may occur beyond

this level There is 0.5% statistical probability that losses

could exceed the calculated VaR The use of historical data as

basis for estimating the statistic behavior of the relevant mar

kets and finally determining the possible range of the future

outcomes on the basis of this statistic behavior may not al

ways cover all possible scenarios especially those of an excep

tional nature

Any market sensitive instruments including equity and inter

est bearing investments that our Companys pension plans

hold are not included in the following quantitative and qualita

tive disclosures For additional information see -- NOTE PEN

oN PLANS AND SIMILAR coMMrrMwi-s SFS holds minor trading

portfolio which is subject to strict limits As of September 30

2012 and 2011 respectively it had VaR close to zero

FOREIGN CURRENCY EXCHANGE RATE RISK

Transaction risk arid foreign currency exchange

rate risk management
Siemens international operations expose the Company to for

eign currency exchange rate risks particularly regarding fluc

tuations between the U.S Dollar and the euro in the ordinary

course of business The Company employs various strategies

discussed below involving the use of derivative financial in

struments to mitigate or eliminate certain of those exposures

Foreign currency exchange rate fluctuations may create un

wanted and unpredictable earnings and cash flow volatility

Each Siemens unit conducting business with international

counterparties that leads to future cash flows denominated in

currency other than its functional currency is exposed to

risks from changes in foreign currency exchange rates Foreign

currency exchange rate exposure is partly balanced by pur

chasing of goods commodities and services in the respective

currencies as well as production activities and other contribu

tions along the value chain in the local markets

Operating units are prohibited from borrowing or investing in

foreign currencies on speculative basis Intercompany

financing or investments of operating units are preferably

carried out in their functional currency or on hedged basis
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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 assessing

monitoring reporting and hedging its foreign currency transac

tion exposure The binding guideline for Siemens Divisions and

entities provides the concept for the identification and determi

nation of single net foreign currency position for each unit

and commits the units to hedge this aggregated position within

narrow band of at least 75% but no more than 100% of their

net foreign currency position In addition the guideline pro

vides framework of the organizational structure necessary for

foreign currency exchange rate risk management proposes

hedging strategies and defines the hedging instruments avail

able to the entities foreign currency exchange contracts for

eign currency put and call options and stop-loss orders If there

are no conflicting country specific regulations hedging activi

ties of the operating units are transacted internally with Corpo

rate Treasury Hedging transactions with external counterpar

ties in the global financial markets are carried out under these

limitations by Corporate Treasury This includes hedging instru

ments which qualify for hedge accounting

Siemens has Company-wide portfolio approach which gener

ates benefit from any potential off-set of divergent cash flows

in the same currency as well as optimized transaction costs

For additional information regarding the effect of this Compa

ny-wide portfolio approach on the Consolidated Financial

Statements as well as for discussion of hedging activities

employed to mitigate or eliminate foreign currency exchange

rate risks see NOTE DERIVATIVE HNANCIAL INSTRUMENTS AND

HEDGING ACTIVITIES

The VaR relating to foreign currency exchange rates is calculat

ed by aggregating the net foreign currency positions after

hedging of the entities As of September 30 2012 the foreign

currency exchange rate risk based on historical volatilities and

correlations ten day holding period and confidence level of

99.5h resulted in VaR of million compared to VaR of 23
million in the year before Changes in euro values of future

cash flows denominated in foreign currency due to volatile for

eign currency exchange rates might influence the unhedged

portion of revenues but would also affect the unhedged por

tion of cost of materials Future changes in the foreign currency

exchange rates can impact sales prices and may lead to margin

changes the extent of which is determined by the matching of

foreign currency revenues and expenses

Siemens defines foreign currency exchange rate exposure gen

erally as items of the Consolidated Statement of Financial Posi

tion in addition to firm commitments which are denominated

in foreign currencies as well as foreign currency denominated

cash inflows and cash outflows from forecast transactions for

the following three months This foreign currency exchange

rate exposure is determined based on the respective function

al currencies of the exposed Siemens entities

Effects of foreign currency translation

Many Siemens subsidiaries are located outside the eurozone

Since the financial reporting currency of Siemens is the euro

the financial statements of these subsidiaries are translated in

to euro for the preparation of the Consolidated Financial State

ments of Siemens To consider the effects of foreign currency

translation in the risk management the general assumption is

that investments in foreign-based operations are permanent

and that reinvestment is continuous Effects from foreign cur

rency exchange rate fluctuations on the translation of net as

set amounts into euro are reflected in the Companys consoli

dated equity position

INTEREST RATE RISK

Siemens key consideration with respect to the interest rate risk

management is to mitigate the risk resulting from changes in

the fair value of future cash flows Risk arises whenever inter

est terms of financial assets and liabilities are different

Siemens manages this risk using derivative financial instru

ments which allow the Company to hedge fair value changes

by swapping fixed rates of interest into variable rates of inter

est In order to optimize the Companys position with regard to

interest income and interest expenses and to manage the over

all financial interest rate risk with respect to valuation risk af

fecting profit and loss and economic risk of changing interest

rates Corporate Treasury performs comprehensive corporate

interest rate risk management under which the interest rate

risk relating to the SFS business and to the remaining group are

managed separately For additional information see -- NOTE 31

DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVITIES

If there are no conflicting country-specific regulations all

Siemens segments and entities generally obtain any required

financing through Corporate Treasury in the form of loans or

intercompany clearing accounts The same concept is adopted

for deposits of cash generated by the units

Assuming historical volatilities and correlations ten day

holding period and confidence level of 99.5% the interest

rate VaR was 89 million as of September 30 2012 increasing

from the comparable value of 68 million as of September 30

2011 This interest rate risk results primarily from euro and U.S

Dollar denominated long-term fixed rate debt obligations and

interest-bearing investments The increase in VaR related
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mainly to the sensitivity of the interest rates in connection

with the issuance of US$3.0 billion and 1.0 billion bonds in

fiscal 2012 For additional information see NOtE 31 DERIVA

TVE FiNANCIAL INSTRUMENTS AND HEDGING ACTiVITIES

COMMODITY PRICE RISK

Siemens production operations expose the Company to vari

ous commodity price risks in the ordinary course of business

Especially in the Sectors Industry and Energy continuous

supply of copper was necessary for the operating activities

Commodity price risk fluctuations may create unwanted and

unpredictable earnings and cash flow volatility The Company

employs various strategies discussed below involving the use

of derivative financial instruments to mitigate or eliminate cer

tain of those exposures

Siemens has established commodity price risk management

system to reduce earnings and cash flow volatility Each

Siemens unit is responsible for recording assessing monitor

ing reporting and hedging its risks from forecast and pending

commodity purchase transactions commodity price risk expo

sure The binding guideline for Siemens Divisions and entities

developed by the Corporate Supply Chain Management De

partment provides the concept for the identification and deter

mination of the commodity price risk exposure and commits

the units to hedge it within narrow band of 75% to 100% of

the commodity price risk exposure in the product business for

the current and the subsequent quarter and 95% to 100% of

the commodity price risk exposure in the project business af

ter receipt of order

The aggregated commodity price risk exposure is hedged with

external counterparties through derivative financial hedging

instruments by Corporate Treasury Derivative financial hedg

ing instruments designated for hedge accounting are directly

entered into with external counterparties Additionally

Siemens applies Company-wide portfolio approach which

generates benefit from optimizing the Companys position of

the overall financial commodity price risk For additional infor

mation regarding the effect of this Company-wide portfolio ap
proach on the Consolidated Financial Statements as well as

for discussion of hedging activities employed to mitigate or

reduce commodity price risks see NOTE 31 DERIVATIVE FINAlS

CIAL INSTRUMENTS AND HEDGING ACTIvITIES

Using historical volatilities and correlations ten day holding

period and confidence level of 99.5% the VaR which com

prises the net position of commodity derivatives and the com

modity purchase transactions with price risk was 10 million

as of September 30 2012 compared to million as of Septem

ber 30 2011

135 Cnoiidated Finrcai SrsNme%s

EQUITY PRICE RISK

Siemens investment portfolio consists of direct and indirect

investments in publicly traded companies held for purposes

other than trading The direct participations result mainly from

strategic partnerships or compensation from MA transac

tions indirect investments in fund shares are mainly transact

ed for financial reasons

The equity investments are monitored based on their current

market value affected primarily by fluctuations in the volatile

technology-related markets worldwide The market value of

Siemens portfolio in publicly traded companies as of Septem

ber 30 2012 was 796 million compared to 516 million as of

September 30 2011

Based on historical volatilities and correlations ten day hold

ing period and confidence level of 99.5h the VaR as of Sep

tember 30 2012 of Siemens equity investments was 85 mil

lion compared to 63 million the year before Both changes

the increase in market value and the increase in VaR related

mainly to the increase of the market value of Siemens Atos

shares received from Atos in connection with the divestment

of Siemens IT Solutions and Services

LIQUIDITY RISK

Liquidity risk results from the Companys potential inability to

meet its financial liabilities e.g for the settlement of its finan

cial debt or for ongoing cash requirements from operating ac

tivities In addition to having implemented effective working

capital and cash management Siemens mitigates liquidity risk

by arranged credit facilities with highly rated financial institu

tions via debt issuance program and via global multi-cur

rency commercial paper program Liquidity risk may also be

mitigated by the Siemens Bank GmbH which was established

in December 2010 The Siemens Bank increased the
flexibility

of depositing cash or refinancing by using European Central

Bank accounts For further information regarding short- and

long-term debt see NOTE DEBT

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 funding with view to maintaining financial
flexibility

and limiting repayment risks

The following table reflects all contractually fixed pay-offs for

settlement repayments and interest resulting from recognized

financial liabilities as well as from irrevocable loan commit

ments It includes expected net cash outflows from derivative

financial liabilities that are in place as per September 30 2012

Such expected net cash outflows are determined based on
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each particular settlement date of an instrument The amounts

disclosed are undiscounted net cash outflows for the respec

tive 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 2012

Year enfea Septsmber 30

200 to 2018 and

Oi millions of 2013 2014 2017 hereafter

Non-derivative

flancial iahilnres

Notes and bonds 2712 2030 8296 8456

Loans front banks 1549 66 369 11

Other firranciai

debteOness 265 44

Obligations
under

hnsrnce baYes 34 39 43 148

Trade payabbes 8.072 22 20

Olher financial lahilities 1017 39 353

Derivative

financial liabilities 469 181 244 193

irosoceble 080

conirnitmerils 2389 113 257 78

paper Total liquidity refers to the liquid financial assets which

Siemens had available at the respective period-end dates to

fund its business operations and to pay for near-term obliga

tions Total liquidity comprises line items Cash and cash

equivalents as well as line item Available-for-sale financial as

sets as stated on the Consolidated Statements of Financial Po

sition Management uses the Net debt measure for internal

corporate finance management as well as for external com

munication with investors analysts and rating agencies

Yep5srter

inmitiors of 2012 201

Sisort-lerni debt and current

ntotuf ties of long-term debt 3826 3660

Long-term deOt 16880 14280

Total debt 20707 17940

Cash and cash equivalents 10891 17Ch8

Available-for-sale finsnciai assets curert 524 4/7

Total liquidity 11415 12945

Net debt Total debt less Total liquidhy 9292 4995

The risk implied from the values shown in the table above re

flects the one-sided scenario of cash outflows only Obliga

tions under finance leases trade payables and other financial

liabilities mainly originate from the financing of assets used in

Siemens ongoing operations such as propertYl plant equip

ment and investments in working capital e.g inventories

and trade receivables These assets are considered in the Com

panys overall liquidity risk management considerable por

tion of the irrevocable loan commitments result from asset-

based lending transactions meaning that the respective loans

can only be drawn after sufficient collateral has been provided

by the borrower To monitor existing financial assets and liabil

ities as well as to enable an effective controlling of future risks

Siemens has established comprehensive risk reporting cov

ering its worldwide business units

The balanced view of liquidity and financial indebtedness is

stated in the calculation of the Net debt Net debt results from

total debt less total liquidity Total debt comprises line item

Short-term debt and current maturities of long-term debt as

well as line item Long-term debt as stated on the Consolidated

Statements of Financial Position Total debt comprises items

Notes and bonds Loans from banks Obligations under finance

leases and Other financial indebtedness such as commercial

Siemens capital resources consist of variety of short- and

long-term financial instruments including but not limited to

loans from financial institutions commercial paper notes and

bonds as well as credit facilities In addition to cash and cash

equivalents and to available-for-sale financial assets liquid re

sources consist of future cash flows from operating activities

Siemens capital requirements include among others sched

uled debt service regular capital spending ongoing cash re

quirements from operating and SFS financing activities in

cluding higher cash outflows related to the announced growth

strategy of SFS dividend payments pension plan funding

portfolio activities and cash outflows in connection with re

structuring measures

CREDIT RISK

Credit risk is defined as an unexpected loss in cash and earn

ings if the customer is unable to pay its obligations in due time

or if the value of collateral declines

Siemens provides its customers with various forms of direct and

indirect financing particularly in connection with large projects

Siemens finances large number of smaller customer orders

for example the leasing of medical equipment in part through

SFS SFS is also exposed to credit risk by financing third-party

equipment or by taking direct or indirect participations in fi
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nancings such as syndicated loans In part Siemens takes se

curity interest in the assets Siemens finances or Siemens re

ceives additional collateral Siemens may incur losses if the

credit quality of its customers deteriorates or if they default on

their payment obligations to Siemens such as consequence of

financial or political crisis and global downturn

The effective monitoring and controlling of credit risk is core

competency of our risk management system Siemens has im

plemented binding credit policy for all entities Hence credit

evaluations and ratings are performed for all customers with an

exposure or requiring credit beyond centrally defined limits

Customer ratings analyzed and defined by SFS and individual

customer limits are based on generally accepted rating meth

odologies with the input consisting of information obtained

from the customer external rating agencies data service pro

viders and Siemens customer default experiences Ratings

and credit limits are carefully considered in determining the

conditions under which direct or indirect financing will be of

fered to customers As part of the process internal risk assess

ment specialists determines and continuously updates ratings

and credit limits for Siemens public and private customers

both in the Euro zone and around the world For public cus

tomers our policy provides that the rating applied to individual

customers cannot be better than the weakest of the sovereign

ratings provided by Moodys SPs and Fitch for the respective

country

Credit risk is recorded and monitored on an ongoing basis ap

plying different systems or processes dependent on the under

lying product Central systems are used for ongoing monitor

ing of counterparty risk In addition SFS uses own systems for

its financing activities There are also number of decentral

ized tools used for management of individual credit risks with

in 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 par

ticular to incorporate the latest developments

To increase transparency with regard to credit risk Corporate

Treasury has established the Siemens Credit Warehouse to

which numerous operating units from the Siemens Group reg

ularly transfer business partner data as basis for centralized

rating process In addition numerous operating units transfer

their trade receivables with remaining term up to one year

along with the inherent credit risk to the Siemens Credit Ware

house but remain responsible for servicing activities such as

collections and receivables management The Siemens Credit

Warehouse actively identifies quantifies and manages the

credit risk in its portfolio such as by selling or hedging expo

sure to specific customers countries and industries In addi

tion to an increased transparency with regard to credit risk the

Siemens Credit Warehouse may provide Siemens with an addi

tional source of liquidity and strengthens Siemens funding

flexibility

The maximum exposure to credit risk of financial assets with

out taking account of any collateral is represented by their

carrying amount As of September 30 2012 and 2011 the collat

eral for financial instruments classified as financial assets

measured at fair value in the form of netting agreements for

derivatives in the event of insolvency of the respective coun

terparty amounted to 716 million and 1129 million respec

tively As of September 30 2012 and 2011 the collateral held for

financial instruments classified as receivables from finance

leases amounted to 1685 million and 1510 million respec

tively mainly in the form of the leased equipment As of Sep

tember 30 2012 and 2011 the collateral held for financial in

struments classified as financial assets measured at cost or

amortized cost amounted to 1902 million and 1770 million

respectively The collateral mainly consisted of property plant

and equipment and letters of credit In addition for this class

Siemens holds collateral in the form of securities related to re

verse repurchase agreements that can be sold or re-pledged in

absence of default by the owner of the collateral As of Sep

tember 30 2012 and 2011 the fair value of the collateral held

amounted to 500 million and 421 millionrespectively In fis

cal 2012 and 2011 Siemens has not exercised the right to sell or

re-pledge the collateral Credit risks arising from irrevocable

loan commitments are equal to the expected future pay-off

resulting from these commitments As of September 30 2012

and 2011 the collateral held for these commitments amounted

to 1178 million and 1026 million respectively mainly in the

form of inventories and receivables Credit risks arising from

credit guarantees are described in tsors sa COMMVTMENTS

At.ta CONT GENCIES There were no significant concentrations

of credit risk as of September 30 2012 and 2011

Concerning trade receivables and other receivables as well as

other loans or receivables included in line item Other financial

assets that are neither impaired nor past due there were no in

dications as of September 30 2012 that defaults in payment

obligations will occur As of September 30 2012 and 2011

financial instruments that were past due were generally im

paired For further information regarding the concept for the de

termination of allowances on receivables see -- NOTE CRrrlCAL

ACCOUNTING ESTIMATES
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Share-based payment

Share-based payment awards at Siemens including Bonus

Awards Stock Awards Stock Options the Share Matching Pro

gram and its underlying plans as well as the Jubilee Share Pro

gram are predominately designed as equity-settled plans and

to limited extent as cash-settled plans If participating

Siemens companies cease to be part of the Siemens Group

they are no longer eligible to participate in future share-based

payment awards at Siemens In such cases the participating

Siemens companies have the right to settle the share-based

payment awards prematurely Total pretax expense for share-

based payment recognized in line item Income from continu

ing operations amounted to 155 million and 148 million for

the years ended September 30 2012 and 2011 respectively

and refers primarily to equity-settled awards including the

Companys Base Share Program

STOCK AWARDS

The Company grants stock awards 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 em

ployees Stock awards are subject to restriction period of

about four years and entitle the beneficiary to Siemens shares

without payment of consideration following the restriction pe
riod Stock awards granted in fiscal 2008 to 2011 were general

ly subject to restriction period of three years Stock awards

forfeit if the beneficiarys employment with the Company ter

minates prior to the expiration of the restriction period Dur

ing the restriction period beneficiaries are not entitled to divi

dends Stock awards may not be transferred sold pledged or

otherwise encumbered Settlement of stock awards may occur

in newly issued shares of common stock of Siemens AG trea

sury stock or in cash The settlement method will be deter

mined by the Managing Board and the Supervisory Board

Each fiscal year the Company decides whether or not to grant

stock awards The Supervisory Board decides about the num
ber of stock awards to the Managing Board and the Managing

Board decides about the number of stock awards to members

of the senior management and other eligible employees

In fiscal 2012 the allocation of stock awards as share-based

payment has been increasingly tied to corporate performance

criteria The target attainment for the performance criteria

ranges between 0% and 200%

Half of the annual target amount for stock awards is based on

the
average of earnings per share EPS basic of the past three

fiscal years The target attainment determines the number of

stock awards upon allocation Settlement of these stock

awards is in shares following the four-year restriction period

The other half of the annual target amount for stock awards is

based on the share price performance of Siemens shares rela

tive to the share price performance of five important Siemens

competitors ABB General Electric Philips Rockwell Schneider

during the four-year restriction period The target attainment is

determined during the four-year restriction period for the stock

awards and accordingly determines the number of Siemens

shares ultimately transferred following the restriction period If

the target attainment is up to 100% settlement is in shares If

the target attainment exceeds 100% up to 200% an additional

cash payment corresponding to the outperformance results

Additionally one portion of the variable compensation compo

nent bonus for members of the Managing Board is granted in

the form of non-forfeitable awards of Siemens stock Bonus

Awards

Commitments to members

of the Managing Board

In fiscal 2012 and 2011 agreements were entered into which

entitle members of the Managing Board to stock awards con

tingent upon attainment of an EPS-based target The fair value

of these entitlements amounting to million and million

was determined by calculating the present value of the target

amount In fiscal 2012 and 2011 agreements were entered into

which entitle members of the Managing Board to stock awards

contingent upon attainment of performance-based target of

Siemens stock relative to five competitors The fair value of

these entitlements amounting to million and million was

calculated by applying local volatility model Inputs to that

model include an expected weighted volatility of Siemens

shares of 27% in 2012 and 30% and 29% respectively in 2011

and market price of 73.94 in fiscal 2012 and 88.09 and

92.98 respectively in fiscal 2011 per Siemens share Expected

volatility was determined by reference to implied volatilities

The model applies risk-free interest rate of up to 1.7% in fiscal

2012 arid up to 2.4% and up to 3.0% respectively in fiscal 2011

and an expected dividend yield of 4.1% in fiscal 2012 and 3%

and 2.4% respectively in fiscal 2011 Compensation expense

related to stock awards is generally recognized over five years

until they vest including restriction period of four years

In fiscal 2012 and 2011 agreements were entered into which

entitle members of the Managing Board to Bonus Awards con

tingent upon the target attainment The fair value of these en

titlements amounting to million and million was deter

mined by calculating the present value of the target amount
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Compensation expense related to Bonus Awards is generally

recognized over the vesting period of one year Beneficiaries

will receive one Siemens share without payment of consider

ation for each Bonus Award following an additional waiting

period of four years

In fiscal 2011 the Company granted additional 128284 stock

awards to members of the Managing Board The fair value of

these stock awards amounting to 77.76 per stock award was

determined as the market price of Siemens shares less the

present value of expected dividends

Crist 0116 f1iJ 21S0 ttr6 tky 6cl 1112

The remuneration system of the Managing Board and the

changes in the stock awards held by Managing Board mem
bers are explained in detail in the Compensation report within

the Corporate Governance report

Commitments to members of the senior

management and other eligible employees

In fiscal 2012 1080609 stock awards were granted to mem
bers of the senior management and other eligible employees

contingent upon attainment of an EPS target The fair value of

these stock awards amounts to 62 million and corresponds to

the target amount reflecting the EPS target attainment In fis

cal 2012 947945 stock awards were granted to members of

the senior management and other eligible employees contin

gent upon the attainment of prospective performance-based

target of the Siemens stock The fair value of these stock

awards amounting to 58 million of which 46 million relate

to equity instruments was calculated by applying local vola

tility model Inputs to that model include an expected weight

ed volatility of Siemens shares of 25.33% and market price of

74.14 per Siemens share Expected volatility was determined

by reference to implied volatiities The model applies risk-

free interest rate of up to 1.8% and an expected dividend yield

of 3.91% Compensation expense related to these stock awards

is recognized over four years until they vest

In fiscal 2011 fair value was determined as the market price of

Siemens shares less the present value of dividends expected

during the four year and three year vesting period respective

ly as stock awards do not carry dividend rights during the

vesting period The weighted average grant-date fair value for

board members senior management and other eligible em

ployees amounts to 77.79 per stock award granted in fiscal

2011 resulting in total fair value of stock awards granted in

fiscal 2011 of 107 million

The following table shows the changes in the stock awards

held by members of the senior management and other eligible

employees

SHARE MATCHING PROGRAM

AND ITS UNDERLYING PLANS
Share Matching Plan

In fiscal 2012 and 2011 the Company issued new tranche un

der the Share Matching Plan Senior managers of Siemens AG

and participating Siemens companies may invest specified

percentage of their compensation in Siemens shares in fiscal

2011 members of the Managing Board for the last time could

invest specified amount of their bonus payout relating to fis

cal 2010 in Siemens shares Within predetermined period in

the first quarter of each fiscal year plan participants decide on

their investment amount for which investment shares are pur

chased The shares are purchased at the market price at pre

determined date in the second quarter Plan participants re

ceive the right to one Siemens share without payment of con

sideration matching share for every three investment shares

continuously held over period of three years vesting period

provided the plan participant has been continuously employed

by Siemens AG or another Siemens company until the end of

the vesting period During the vesting period matching shares

are not entitled to dividends The right to receive matching

shares forfeits if the underlying investment shares are trans

ferred sold pledged or otherwise encumbered Matching

shares may be settled in newly issued shares of common stock

of Siemens AG treasury stock or in cash The settlement meth

od will be determined by the Managing Board Each fiscal year

the Company decides whether or not to issue new tranche

under the Share Matching Plan

Monthly Investment Plan

In fiscal 2012 and 2011 the Company issued new tranche un

der the Monthly Investment Plan that is further component

of the Share Matching Plan and which is available for employ

ees other than senior managers of Siemens AG and partici

pating Siemens companies Plan participants may invest

specified percentage of their compensation in Siemens shares

rcdcd Svpt6mber 30

21T2 2011
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on monthly basis over period of twelve months The shares

are purchased at market price at predetermined date once

month The Managing Board of the Company will decide annu

ally whether shares acquired under the Monthly Investment

Plan investment shares may be transferred to the Share

Matching Plan the following year If the Managing Board de

cides that shares acquired under the Monthly Investment Plan

are transferred to the Share Matching Plan plan participants

will receive the right to matching shares under the same con

ditions applying to the Share Matching Plan described above

Each fiscal year the Managing Board decides whether or not to

issue new tranche under the Monthly Investment Plan

The Managing Board decided that shares acquired under the

tranches issued in fiscal 2011 are transferred to the Share

Matching Plan as of February 2012 and February 2011 respec

tively

Base Share Program
In fiscal 2012 and 2011 the Company issued an annual tranche

under the Base Share Program Employees of Siemens AG and

participating domestic Siemens companies can invest fixed

amount of their compensation into Siemens shares sponsored

by Siemens with tax beneficial allowance in fiscal 2011 mem
bers of the Managing Board for the last time could participate

in the Base Share Program The shares are bought at market

price at predetermined date in the second quarter and grant

the right to receive matching shares under the same conditions

applying to the Share Matching Plan described above Each fis

cal year the Managing Board decides whether or not to issue

new tranche under the Base Share Program The fair value of

the base share program equals the amount of the tax beneficial

allowance sponsored by Siemens In fiscal 2012 and 2011 the

Company incurred pretax expense from continuing operations

of 29 million and 28 million respectively

Resulting Matching Shares

Fair value was determined as the market price of Siemens

shares less the present value of expected dividends during the

vesting period as matching shares do not carry dividend rights

during the vesting period Non-vesting conditions i.e the

condition neither to transfer sell pledge nor otherwise en

cumber the underlying shares were considered in determin

ing the lair values Depending on the grant dates the fair val

ues are 48.69 and 51.22 per matching share entitled in fiscal

2012 in fiscal 2011 the grant-date fair values are 58.15 and

71.09 per matching share entitled In fiscal 2012 and 2011 the

weighted average grant-date fair value of the resulting match

ing shares is 50.35 and 66.13 per share respectively based

on the number of instruments granted

JUBILEE SHARE PROGRAM
Under the Jubilee Share Program eligible employees of

Siemens AG and participating domestic Siemens companies

receive jubilee shares after having been continuously em

ployed by the Company for 25 and 40 years vesting period

respectively Generally settlement of jubilee grants is in

shares Jubilee shares are measured at falr value considering

biometrical factors The fair value is determined as the market

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 average

fair value of each jubilee share granted in fiscal 2012 for the

25th and the 40th anniversary is 39.45 and 29.88 respective

ly based on the number of shares granted The weighted aver

age fair value of each jubilee share granted adjusted by bio

metrical factors considering fluctuation is 19.01 and 13.12

respectively in fiscal 2012 The weighted average fair value of

each jubilee share granted in fiscal 2011 for the 25th and the

40th anniversary is 51.39 and 44.18 respectively based on

the number of shares granted The weighted average fair value

of each jubilee share granted adjusted by biometrical factors

considering fluctuation is 29.24 and 22.24 respectively in

fiscal 2011

In fiscal 2012 and 2011 0.43 million and 0.49 million jubilee

shares were granted 0.16 million and 0.18 mfflion were trans

ferred 0.48 million and 0.41 million forfeited resulting in an

outstanding balance of 4.7 million and 4.9 million jubilee

shares as of September 30 2012 and 2011 Considering biomet

rical factors 3.29 mfflion and 3.55 miffion jubilee shares are ex

pected to vest as of September 30 2012 and 2011

2001 SIEMENS STOCK OPTION PLAN

In December 2006 the authority to grant stock options

expired The option grants were subject to two-year vesting

period alter which they could be exercised for period of up

Year Orided Se lamber 38

2012 2011

Entitlements to Enrtiements 10

.Matchinl Sitares Mthinrj Shares

Outstanding beginning 01 period 1977091 1614729
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Vested and trsnsferred 1037292

Forfeited 57596 80258
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210

To our Shareholders 21 Corporate Governance 49 Combined Martagernent Report



to three years The exercise price was equal to 120% of the ref

erence price Based on the underlying vesting period the last

stock options were exercised in fiscal 2011 unexercised stock

options expired in fiscal 2011 Accordingly as of September 30

2012 and 2011 there were no stock options outstanding As of

October 2010 935432 options with weighted average exer

cise price of 74.59 were outstanding The fair value per option

outstanding as of October 2010 amounted to 4.06 for grants

made in fiscal 2006 In fiscal 2011 916137 options were exer

cised 12220 expired and 7075 forfeited

mr ordad temWr 30

tin theusanIs 2012 2011

Manufacturbig arid services 224.3 214.3

S.ss and
rnarketi3q

77.6 73.6

Research and devvkipment 29.5 27.7

Administration and general services 35.3 34.3

366.7 349.9

OTHER SHARE-BASED PAYMENT AWARDS

Siemens maintains other share-based payment awards The

grants of other share-based payment awards do not have ma

terial impact on Siemens Consolidated Financial Statements

N0T534 Personnel costs

tsar. do Sptexne 30

in scars of 2012 201

Warms and salaries 20825 19102

Statutory social wirifare contrihulons and

expenses fur optional support payments 3406 093

Fxr3enSas relating to punson

plans and employee benefits 863 936

25094 23132

Item Expenses relating to pension plans and employee bene

fits includes service costs for the period Expected return on

plan assets and interest cost are included in pension related in

terest income expense

Wages and salaries statutory social welfare contributions and

expenses for optional support payments and expenses relating

to pension plans and employee benefits for continuing and

discontinued operations amounts to 27009 million and

26239 million in fiscal 2012 and 2011

The average number of employees in fiscal years 2012 and 2011

was 408.5 thousand and 412.0 thousand respectively based

on continuing and discontinued operations Thereof in fiscal

2012 and 2011 255.6 thousand and 264.1 thousand employees

were engaged in manufacturing and services 83.2 thousand

and 80.4 thousand employees were engaged in sales and mar

keting 32.4 thousand and 30.4 thousand employees were in

research and development and 37.3 thousand and 37.1 thou

sand employees were in administration and general services in

fiscal 2012 and 2011 respectively

Earnings per share

ar d.d Septcm..r 30

Oras ii thousands 2012 aoll

Income from continuing operations 5184 7376

Less Portion attributable

to non-controlling interest 132 187

Income from continuing operations

attributable to shareholders of Siemens AG 5053 7189

Weighted average shares

outstanding basic 876053 873098

Effect of dilutive convertible debt

sewrities and share-based payment 8259 9558

Weighted average shares

outstanding diluted 884311 882656

Basic earnings per share

from continuing operations 5.77 8.23

Diluted earnings per share

ffrom continuing operations 5.71 8.14

The average number of employees in fiscal years 2012 and 2011

was 366.7 thousand and 349.9 thousand respectively based

on continuing operations Part-time employees are included

on proportionate basis The employees were engaged in the

following activities

Share-based payment plans are dilutive at the Income from

continuing operations level and so in accordance with LAS 33

Earnings per Share have been treated as dilutive for the pur

pose of diluted earnings per share The diluted loss per share

from discontinued operations is lower than basic loss per

share from discontinued operations because of the effect of

losses on discontinued operations
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The dilutive earnings per share computation does not contain

21674 thousand shares relating to warrants issued with bonds

at September 30 2012 The inclusion of those shares would

have been antidilutive in the years presented In the future

the warrants could potentially dilute basic earnings per share

Segment information

Segment information is presented for continuing operations

Effective as of October 2011 Siemens changed its organiza

tional structure of the Sectors Prior-year information has been

recast to correspond to the fiscal 2012 reporting format fourth

Sector InfrastructureCities was formed in order to benefit

from the growth of urban centers The new Infrastructure Cit

ies Sector comprises the Industry Sector activities of Building

Technologies Mobility as well as the Energy Sectors Power Dis

tribution business and Smart Grid applications The Industry

Sector is focusing even more sharply on industry solutions Ac

cordingly since fiscal 2012 the Company has six reportable seg

ments the four Sectors Energy Healthcare Industry and Infra

structure Cities as well as Equity Investments and Financial

Services SFS Healthcare Equity Investments and SFS retained

its previous structure The Managing Board is monitoring each

reportable segment Each reportable segment has its own seg

ment management reporting to the Managing Board

DESCRIPTION OF REPORTABLE SEGMENTS

The four Sectors comprise manufacturing industrial and com

mercial goods solutions and services in areas more or less

related to Siemens origins in the electrical business field

Energy offers wide spectrum of products services and so

lutions for the generation and transmission of power and the

extraction conversion and transport of oil and gas It primarily

addresses the needs of energy providers but also serves in

dustrial companies particularly in the oil and gas industry

Flealthcare offers customers comprehensive portfolio of

medical solutions across the treatment chain ranging from

medical imaging to in vitro diagnostics to interventional sys

tems and clinical information technology systems all from

single source In addition the Sector provides technical main

tenance professional and consulting services and together

with Financial Services SFS financing to assist customers in

purchasing the Sectors products

Industry offers broad spectrum of products services and

solutions for the efficient use of resources and energy and im

provements of productivity and
flexibility

in industry Its inte

grated technologies and holistic solutions address primarily

industrial customers such as process and manufacturing in

dustries The portfolio spans industry automation and drives

products and services system integration and solutions for in

dustrial plant businesses as well as water processing systems

Infrastructure Cities offers sustainable technologies for

metropolitan areas and their infrastructures Its offerings in

clude integrated mobility solutions building and security sys

tems power distribution equipment smart grid applications

and low- and medium-voltage products

Equity Investments is reportable segment with its own

management Equity Investments contains investments ac

counted for under the equity method or at Cost and current

available-for-sale financial assets For strategic reasons as of

September 30 2012 and 2011 NSN BSH and EN are reported in

Equity Investments

Financial Services SFS provides variety of financial ser

vices and products both to third parties and to other Siemens

entities and their customers

RECONCILIATION

TO CONSOLIDATED FINANCIAL STATEMENTS

Reconciliation to Consolidated Financial Statements contains

businesses and items not directly related to Siemens report

able segments

Centrally managed portfolio activities generally includes

activities intended for divestment or closure In fiscal 2012 and

2011 it primarily includes activities remaining from divestments

and discontinued operations such as from Siemens IT Solutions

and Services and from the former Corn business as well as ef

fects from EA sold in the second quarter of fiscal 2011

Siemens Real Estate SRE owns and manages the

Siemens real estate portfolio and offers range of services en

compassing real estate development real estate disposal and

asset management as well as lease and services management

Corporate items and pensions includes corporate charges

such as personnel costs for corporate headquarters corporate

projects and non-operating investments or results of corpo

rate-related derivative activities and costs for carve out activi

ties managed by corporate which are charged to the respec

tive 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 ex

pense not allocated to the segments SRE or Centrally man

aged portfolio activities

212

To our Shareholdern 21 corporate Governance 49 Combined Management Report



Eliminations Corporate Treasury and other reconciling

items comprise consolidation of transactions within the

segments certain reconciliation and reclassification items and

the activities of the Companys Corporate Treasury It also

includes interest income and expense such as for example

interest not allocated to segments or Centrally managed port

folio activities referred to as financing interest interest relat

ed to Corporate Treasury activities or resulting consolidation

and reconciliation effects on interest

MEASUREMENT SEGMENTS

Accounting policies for Segment information are generally the

same as those used for Siemens described in ROTE SUM

MARY OF SfGFBFCANT AccouNnNG poucus Lease transactions

however are classified as operating leases for internal and

segment reporting purposes Intersegment transactions are

based on market 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 mea

sure of the Sectors and Equity Investments is earnings before

financing interest certaifl pension costs and income taxes as

determined by the chief operating decision maker 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 Profit represents

performance measure focused on operational success ex

cluding the effects of capital market financing issues for fi

nancing issues regarding Equity Investments see paragraph

below The major categories of items excluded from Profit are

presented below

Financing interest excluded from Profit is any interest income

or expense other than interest income related to receivables

from customers from cash allocated to the Sectors and Equity

Investments and interest expense on payables to suppliers

Borrowing costs capitalized as part of qualifying long-term

projects are not part of financing interest Financing interest is

excluded from Profit because decision-making regarding fi

nancing is typically made at the corporate level Equity Invest

ments include interest and impairments as well as reversals of

impairments on long-term loans granted to investments re

ported in Equity Investments

Similarly decision-making regarding essential pension items is

done centrally Accordingly Profit primarily includes amounts

related to service cost of pension plans only while all other

regularly recurring pension related costs including charges

for the German pension insurance association and plan admin

istration costs are included in line item Corporate items and

pensions Curtailments are partial payback with regard to

past service cost that affect Segment Profit

Furthermore income taxes are excluded from Profit since in

come tax is subject to legal structures which typically do not

correspond to the structure of the segments

The effect of certain litigation and compliance issues is exclud

ed from Profit if such items are not indicative of the Sectors

and Equity Investments performance since their related re

sults of operations may be distorted by the amount and the ir

regular nature of such events This may also be the case for

items that refer to more than one reportable segment SRE and

or Centrally managed portfolio activities or have corporate

or central character

Central infrastructure costs are primarily allocated to the

Sectors The total amount to be allocated is determined at the

beginning of the fiscal year and is charged in equal install

ments in all four quarters

Profit of Equity Investments mainly comprises income loss

from investments presented in Equity Investments such as

the share in the earnings of associates or dividends from in

vestments not accounted for under the equity method income

loss from the sale of interests in investments impairment of

investments and reversals of impairments It also includes in

terest and impairments as well as reversals of impairments on

long-term loans granted to investments reported in Equity In

vestments primarily NSN

PROFIT OF THE SEGMENT SF5

Profit of the segment SFS is Income before income taxes In

contrast to performance measurement principles applied to

the Sectors and Equity Investments interest income and ex

pense is an important source of revenue and expense of SFS

ASSET MEASUREMENT PRINCIPLES

Management determined Assets as measure to assess

capital intensity of the Sectors and Equity Investments Net

capital employed Its definition corresponds to the Profit

measure It is based on Total assets of the Consolidated

Statements of Financial Position primarily excluding intra

group financing receivables intragroup investments and

tax related assets since the corresponding positions are

excluded from Profit Division of Infrastructure Cities

indudes the project-specific intercompany financing of

long-term project The remaining assets are reduced by non-

interest-bearing liabilities other than tax related liabilities

e.g trade payables to derive Assets Equity Investments may
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include certain shareholder loans granted to investments

reported in Equity Investments In contrast Assets of SFS is

Total assets

NEW ORDERS

New orders are determined principally as estimated revenue of

accepted purchase orders and order value changes and adjust

ments excluding letters of intent New orders are supplemen

tary information provided on voluntary basis It is not part of

the audited Consolidated Financial Statements

FREE CASH FLOW DEFINITION

Segment information discloses Free cash flow and Additions to

property plant and equipment and intangible assets Free cash

flow of the Sectors and Equity Investments constitutes net

cash provided by used in operating activities less additions to

intangible assets and property plant and equipment It ex

cludes Financing interest except for cases where interest on

qualifying assets is capitalized or classified as contract costs

and it also excludes income tax related and certain other pay

ments and proceeds in accordance with the Companys Profit

and Asset measurement definition Free cash flow of Equity In

vestments includes interest from shareholder loans granted to

inv6stments reported in Equity Investments primarily NSN

Pension curtailments are partial payback with regard to past

service cost that affect segment Free cash flow Free cash flow

of SFS financial services business includes related financing

interest payments and proceeds income tax payments and

proceeds of SFS are excluded

AMORTIZATION DEPRECIATION

AND IMPAIRMENTS

Amortization depreciation and impairments presented in

Segment information includes depreciation and impairments

of property plant and equipment net of reversals of impair

merats as well as amortization and impairments of intangible

assets net of reversals of impairment Goodwill impairment is

excluded

MEASUREMENT CENTRALLY MANAGED
PORTFOLIO ACTIVITIES AND SRE

Centrally managed portfolio activities follow the measurement

principles of the Sectors SRE applies the measurement princi

ples of SFS since fiscal 2011 Total assets of SRE nets certain

intercompany finance receivables with certain intercompany

finance liabilities

RECONCILIATION TO SIEMENS

CONSOLIDATED FINANCIAL STATEMENTS

The following table reconciles total Assets of the Sectors Equity

Investments and SFS to Total assets of Siemens Consolidated

Statements of Financial Position

pe
mrrs 012 201
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In fiscal years 2012 and 2011 Corporate items and pensions in

the column Profit includes 255 million and 331 million re

lated to Corporate items as well as 47 million and 75 mil

lion related to Pensions respectively Legal and regulatory

matters contributed positive effects to Corporate items in fiscal

2012 and negative effects in fiscal 2011 Remaining costs in

connection with Siemens IT Solutions and Services charged to

Corporate items in fiscal 2012 and 2011 amount to 118 million

and 54 million respectively In fiscal 2011 special remuner

ation which was granted and charged to Corporate items in

fiscal 2010 was primarily allocated to the Sectors resulting in

positive impact of 267 million at Corporate items fiscal 2011

charges were made to Energy of 60 million to Healthcare of

43 million to Industry of 75 million and to Infrastruc

tureCities of 63 million
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ADDITIONAL SEGMENT INFORMATION

For the years ended September 30 2012 and 2011 Profit of SFS

includes interest income of 778 million and 654 million re

spectively and interest expense of 316 million and 283 mil

lion respectively

37 Information about geographies

Ps err Re.en
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wr ru3 012 Fit 2312 201

oo
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thereufforeiqn countries 67224 62465 58348 53./fl

iereor US 26670 14 368 17840 2548/

ventures and associated companies for fiscal 2011 are presented

in the List of subsidiaries and associated companies published

separately in the German Electronic Federal Gazette elek

tronischer Bundesanzeiger

Sales of goods and services and other income from transac

tions with joint ventures and associates as well as purchases

of goods and services and other expense from transactions

with joint ventures and associates are as follows

ro -U cootis sod vorVtCro Purr so of g6666 sd
.rr IsrornI 06 505 66 Sir port

or errfd Sep1 oh .r
r1r od S.plor set 20

ri6 co 2C12 Fl 012 20fl
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oUt 513 584 228 259

936 309 239 293

Receivables from joint ventures and associates and liabilities

to joint ventures and associates are as follows

Non-current assets consist of property plant and equipment

goodwill and other intangible assets

NOTE 38 Related party transactions

JOINT VENTURES AND ASSOCIATES

Siemens has relationships with many joint ventures and asso

ciates in the ordinary course of business whereby Siemens

buys and sells wide variety of products and services general

ly on arms length terms For information regarding our subsid

iaries joint ventures and associated companies in fiscal 2012

see NOTE 18 INVESTMENTS ACCOUNTED FOR USING THE EQUtTY

METHOD and NOTE 42 LIST OF SUOSIDIARIES AND ASSOCATEO

COMPANIES PURSUANT TO SECTION 313 PARA OF THE GERMAN COM

MERCIAL CODE Information regarding our subsidiaries joint

As of September 30 2012 and 2011 loans given to joint ven

tures and associates amounted to 60 million and 158 mil

lion respectively In December 20101 Siemens and Nokia Cor

poration each converted 266 million of liabilities into pre

ferred NSN shares the liabilities included the remaining share

holder loan tranche of nominal 250 million as well as deferred

interest due from NSN 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 re

ceived preferred shares in return The increase in equity did

not change the existing shareholder ratio between Siemens

and Nokia Corporation Loans given to joint ventures amount

ed to million and million respectively as of September

30 2012 and 2011 In the normal course of business the Com

pany regularly reviews loans and receivables associated with

joint ventures and associates including NSN In fiscal 2012 and

2011 the review resulted in net gains related to valuation al

lowances totaling million and net losses related to valuation

in illiurro
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allowances totaling million respectively As of September

30 2012 and 2011 valuation allowances amounted to 37 mil

lion and 37 million respectively

As of September 30 2012 and 2011 guarantees to joint ven

tures and associates amounted to 4769 million and 5161

million respectively including the HERKULES obligations of

2290 million and 2690 million respectively For additional

information regarding the HERKULES obligations as well as for

information regarding guarantees in connection with the con

tribution of the carrier related operations into NSN and the

SEN operations into EN see NOTE 25 COMM ITMENTS AND CON

TINGENCIES As of September 30 2012 and 2011 guarantees to

joint ventures amounted to 474 million and 483 million re

spectively As of September 30 2012 and 2011 the Company

had commitments to make capital contributions of 176 mil

lion and 315 million to its joint ventures and associates there

in 68 million and 69 million related to joint ventures respec

tively For additional information see NOTE 28 COMMITMENTS

AND CONTINGENCIES For loan raised by joint venture which

is secured by Siemens guarantee Siemens granted an addi

tional collateral in the first quarter of fiscal 2011 As of Septem

ber 30 2012 and 2011 the outstanding amount totaled to 139

million and 142 million respectively As of September 30

2012 and 2011 there were loan commitments to joint ventures

and associates amounting to 144 million and 200 millionre

spectively therein 94 million and 150 million respectively

related to joint ventures

PENSION ENTITIES

For information regarding the funding of our principal pension

plans refer to NOTE 23 PENSION PIANS AND SIMILAR COMMITMENTS

RELATED INDIVIDUALS

Related individuals include the members of the Managing

Board and Supervisory Board

In fiscal 2012 and 2011 members of the Managing Board re

ceived cash compensation of 17.4 million and 18.9 million

The fair value of stock-based compensation amounted to 22.2

million and 20.7 million for 345382 and 352083 StockAwards

respectively in fiscal 2012 and 2011 In fiscal 2012 and 2011 the

Company granted contributions under the BSAV to members of

the Managing Board totaling 5.7 million and 5.2 million

Therefore in fiscal 2012 and 2011 compensation and benefits

attributable to members of the Managing Board amounted to

45.3 million and 44.8 million in total respectively

In fiscal 2012 and 2011 expense related to share-based pay

ment and to the Share Matching Program amounted to 16.0

million and 15.2 million respectively For additional informa

tion regarding the Share Matching Program see NOTE 33

SHARE9ASEO PAYMENT

Former members of the Managing Board and their surviving

dependents received emoluments within the meaning of Sec

tion 314 para.1 No of the German Commercial Code total

ing 15.8 million and 15.0 million in fiscal 2012 and 2011

The defined benefit obligation DBO of all pension commit

ments to former members of the Managing Board and their

survivors as of September 30 2012 and 2011 amounted to

181.6 million and 161.9 million For additional information

see ---- NOTE 23 PENSION PLANS AND SIMILAR COMMITMENTS

Compensation attributable to members of the Supervisory

Board comprises in fiscal 2012 and 2Oltof base compensation

and additional compensation for committee work and amount

ed to 4.8 million and 4.8 million including meeting fees

respectively

No loans and advances from the Company are provided to

members of the Managing Board and Supervisory Board

Information regarding the remuneration of the members of

the Managing Board and Supervisory Board is disclosed on an

individual basis in the Compensation report which is part of

the Combined Management Report The Compensation Report

is presented within the Corporate Governance report see

-3 9.4

In fiscal 2012 and 2011 no other major transactions took place

between the Company and the other members of the Manag

ing Board and the Supervisory Board

Some of our board members hold or in the last year have held

positions of significant responsibility with other entities We

have relationships with almost all of these entities in the ordi

nary course of our business whereby we buy and sell wide

variety of products and services on arms length terms Until

the close of the annual general meeting of Deutsche Bank AG

on May 31 2012 Dr Josef Ackermann was the Chairman of the

Management Board of Deutsche Bank AG Our transactions

with Deutsche Bank Group are conducted on arms length ba

sis and include securities underwriting other investment

banking services and credit money market and foreign ex

change business as well as transaction banking services

Michael Diekmann is the Chairman of the Board of Manage

ment of Allianz SE Our transactions with Allianz Group are

conducted on arms length basis and include insurance busi

ness and asset management
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NOTE 39 Principal accountant fees

and services

Fees related to professional services rendered by the Companys

principal accountant Ernst Young EY for fiscal 2012 and

2011 were as follows

rd prn

On O12 011

Type of Fees

Audit foes 44.2 42.0

Audit-rl3ted fees 10.6 14.8

Tax ices 04 0.7

At other services

Total 55 575

Audit fees and audit-related fees consist of fees associated

with the services pre-approved by the Audit Committee de

scribed below Tax fees which require specific pie-approval by

the Audit Committee include primarily fees for support servic

es provided in connection with the documentation of transfer

pricing arrangements and assistance for competent authority

procedures according to Article 25 of the OECD Model Tax Con

vention regarding transfer pricing issues

In fiscal 2012 and 2011 47% and 52% respectively of the total

fees related to Ernst Young GmbH WirtschaftsprGfungsge

sellschaft Germany

AUDIT COMMITTEE PRE-APPROVAL POLICIES

In accordance with German law Siemens independent auditor

is appointed by the Annual Shareholders Meeting based on

recommendation of the Supervisory Board The Audit Commit

tee of the Supervisory Board prepares the boards recommen

dation on the election of the Companys independent auditor

Subsequent to the auditors appointment the Audit Commit

tee engages the auditor and in its sole authority approves the

terms and scope of the audit and all audit engagement fees In

addition it monitors the auditors independence

In order to ensure the integrity of independent audits

Siemens Audit Committee has established policy to approve

all audit and permissible audit-related services provided by our

independent auditor prior to the auditors engagement As part

of this approval process the Audit Committee adopted pie-ap

proval policies and procedures pursuant to which the Audit

Committee annually pie-approves certain types of services to

be performed by Siemens independent auditor Under the pol

icies the Companys independent auditor is not allowed to

perform any non-audit services which either may impair

the auditors independence under applicable German regula

tions or the rules and regulations of the International Ethics

Standards Board for Accountants IESBA the International

Federation of Accountants IFAC the U.S Securities and Ex

change Commission SEC or the Public Company Accounting

Oversight Board PCAOB or which can be more effectively

or economically provided by another provider even if permis

sible under the relevant independence rules Furthermore the

Audit Committee has limited the sum total of all fees that may

be incurred during fiscal year for non-audit services includ

ing audit-related services tax services and other services to

30% of the audit fees agreed upon for the respective fiscal year

The Audit Committee waived this limitation for fiscal 2011 pri

marily due to the audit-related services pertaining to the sale

of Siemens IT Solutions and Services in that year and the then-

planned initial public offering of OSRAM

The Audit Committee has generally pre-approved the perfor

mance by EY of audit and audit-related services including

among others the following

AUDIT SERVICES

Annual audit of Siemens Consolidated Financial

Statements and its internal control over financial reporting

Quarterly review of Siemens interim consolidated

financial statements

Audit and review services that are required by statute

or regulation including statutory audits of financial

statements of Siemens AG arid of its subsidiaries under

the rules of their respective countries

Opening balance sheet audits in connection with

acquisitions including audits with regard to the allocation

of purchase prices

AUDIT-RELATED SERVICES

Voluntary local GAAP audits

Due diligence relating to actual or contemplated acquisitions

and carve-outs including consultation in accounting matters

Post-closing audits

Carve-out audits and attestation services in the context

of carve-outs

Certification services required by regulation law or

contractual agreement

Consultation concerning financial accounting and report

ing standards based on the auditors knowledge of Siemens-

specific circumstances including

Accounting advice relating to actual or contemplated

transactions or events

Advice on the introduction and review of new or revised

accounting guidelines and requirements

Training regarding accounting-related topics
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NOTE 40 Corporate GovernanceComfort letters

Employee benefit plan audits

ISAE 3402/ SSAE 16 reports

Attestation services subject to regulatory

requirements including regulatory advice

Attestation and audits in connection with

the European Community Directive on Waste

Electrical and Electronic Equipment

Attestation of compliance with provisions or

calculations required by agreements

Attest services in accordance with applicable

standards other than audit services required by

statute or other regulation

Services that are not generally pre-approved as audit or audit-

related services require specific pre-approval by the Audit

Committee An approval may not be granted if the service falls

into category of services not permitted by current law or if it

is inconsistent with ensuring the auditors independence as

expressed in the four principles promulgated by the U.S Secu

rities and Exchange Commission an auditor may not act as

management or an employee of the audit client an auditor

may not audit his or her own work an auditor may not

serve in an advocacy role for his or her client and an audi

tor may not provide services creating mutual or conflicting

interest between itself and the audit client

While non-audit-related services are not prohibited by law ex

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 services unless 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

The Managing board and the Supervisory board of Siemens

Aktiengesellschaft provided the certification required by

Section 161 of the German stock corporation law AktG as of

October 2012 which is available on the Companys website

at

The Managing board and the Supervisory board of lBS AG ex

cellence collaboration manufacturing currently Siemens

sole German publicly traded subsidiary provided the certifica

tion required by Section 161 of the German stock corporation

law AktG as of May 2012 which is available at

WWWBs-A0OE/UNTERNEHMENJNVE5Tot-flrLA11oMS1CORPORATE-

00 VERN AN CE

NOTE 41 Subsequent events

After the end of fiscal 2012 Siemens announced the acquisi

tion of LMS International NV of Belgium leading provider of

mechatronic simulation solutions With the acquisition which

will be integrated in the Industry Sectors Industry Automation

Division Siemens intends to expand and complement the In

dustry Sectors product lifecycle management portfolio with

mechatronic simulation and testing software The purchase

price amounts to approximately 680 million The transaction

is subject to approval by regulatory authorities Closing is ex

pected in the second quarter of fiscal 2013

Also after the end of fiscal 2012 Siemens announced that it

plans to divest the business activities included in the Industry

Sectors Water Technologies Business Unit which was part of

the Industry Automation Division as of September 30 2012

The Business Units offerings comprise solutions for municipal

and industrial water purification and wastewater treatment
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Ccnted dte to ma rdyct oot6r dhts

Cor.tnd doe to co0ttactua attasgemetats

Comro doe to ecormmk 000mstar.ces

No rcotro doe cntractuat arrangements or regal drunmatonces

No dnitcant lnflrrence doe to corttrattuol arra genrents or eal rcCrrcen

$tgrtiftcont rfluence doe to cOrrttsOtaai arratements or Stat ciYdoOl$tarl008

Not co scSdated due to inrntatena lily

Not accrurrrred Nt tiring dr erroiry irrethod drie to irronraterialily

Exernnrlcn Sarorari to Section 264 NOB

tO txenrrrtkrrt oratsiant to Section 264 i3i NOB

3008

130

100

100

3088

3000

100

100

100

10088

iOOtn

100

i00

100

100

100

loot

loom

1008

100

loom

10018

1000

42 List of subsidiaries and associated

companies pursuant to Section 313

para of the German Commercial Code

5nprrnirnr 30 2012 tRtety iOtOEnt

in 3d

KompTime SmhH Munch 10018

KYw3AAG Munich 100

Urrcos ElectrO VlSrtligbOliCSClltcitOft atiaH i3ornburti 100

LlllCAS Esport Scrvices GmbH Hamburg 10088

Mriorttann Dmg tOSOS- alfi GrrbH Muricu 100

Mochanik Center Erianqen GmbH Eriangan 100

mamMa GmhH lrsleben 300

OPTIC lruncist.Ocks-Vermiatungsoesetschafl mbHCo
Obiekt Ttibinoen KG GrOnwakl

CRAM AG Munich

853AM iieledigunsjerr 8mM-I Murrich

851AM 8pM Semiconductors Grnbd Regoirsburg

Parrtkeeherapezentrum Kiel Holding GmbH Erianqen

Pd.Isc.ape GmbH Erlarogen

rrojektbau-Arena-ileriin GmhH Munich

055 Rirstauranl Services GmbH Munich

RadiUm Larnpenrwrk Gesslisthoft rrrtA Wipperfiirth

REMIICH
Syoterutechnik GtnbH Kartrsdori

RHO Verrndgensverwaltung GnibH Berlin

RISICOS-1
Riickversic.horung AG Griinwsld

RITOS GrnhH MOmbris

RucrrreaCom Oeurschiand Gmhh Leinfeiden-Echterdingen

Siemerts Audiologische Tochnik GtnbH Erienyst

Septemi-er 30 2012
squits ir3drerr

itt 3d

Subsidiaries

Germany 133 companies

Airport Munich Logistics and Services GmbH Hallbarqmoos 100

Alpha Verteilereechnik GmbH Cham 100m

Anlogem sod Rohrleitungsbau Relingen GmbH RUngOIt lOtY

AS AUDIO-SERVICE GesIschelt triO beschrRnktet Haitung

Herford 100

Arecs Mannesmann GmhH Erlangen 100

Atecs Mannesmann UnterseOtzunqskasse Gmbh

Muiheim Ruhr loot

Betlinet Vermtitjenoverwalturtg GtrthH Berlin 10018

OWl Services GmhH Meckenheim 10018

CARlA
GrunclslUcksgoselsr.hait

nbH Co KG Griinwald 100

CARlA GrundslOcksVerweltungsgesetlsclraii nrbH Grlinwald 100

DACreative GmhH Munich 100

Dade l3ehninq ileteligunqs GrnhH Eschbom 101

Dade Behring GrundseUcks GmbH Marhurg 300

OPC Holding GmhH Esc000rn 100

ED USS Umestzseeuersammelrechnungen und Signaturen

GmUHCo KG Munich 3008

EDt USS Verwaitungsgoseilschaf rtrbH Munich

EL1N Energietechnik GmhH Berlin 300

evosoftGmbH Nuremberg

FACTA GrundseUcks-Entwir.klungs- sod Verwaltungs

rjusellscha it mbH Munich lOOt

FACTA GrundshlcksEntwicklungsgesellschalt mbHCo KG

Munich 100

isanseCom Gesellschgfi lEt Intormabont- sod

Kotnrnunikationsdiensrleistunqen mbH Hamburg 74

HSP Hochspannungsqerdte GmbH Troisdorf 10018

lBS Aktiengssellschaft esceilence collaboration

manutacturing Hdhr-Gtenzhaiisen 81

85 Business Consulting GnbH Hdhr-Gtenzhausen 100

lBS SIN1C GrtrbH Nes-Anspach 300

LUll
Grurtdstiicks-Vsrweitungsgsseilschaft

rnbHCo KG iL

GrOnwald 1008

lLLiT Gnaadsglcksverwaltunqs-Management GmbH Grünwald 85

immosuisse GmhH immobilien Management iL Berlin 100

IPGD GrurtdsMcksvetviaiwtrg-GesellchaIt tnrbH Munch 100

Jawa Power Holding GnebH Etiangen 10010

Siemens Battk GtnbH Murtich

Siemens lleteiiigungert Inland GnrbH Munich

Sierneins Beteiiiguitgen Managenterit GmbH Grlirtwald

Siemens llateiiiqungen USA GmhH Munich

Siemens
ieteiliqurgsvorwairunq GmbHSCo OHG Griinweicl

Siemens Buiiding lŁthnoiogies Holding GmhH GrOnwald

Siemens Energy Asiomalion GrrUH Eriangen

Siemens EinanceLeasing GmbH Munich

5ienins Financial Services GmbH Munich

Siemens Mel Gasification Technology GmbHCo KG

Freiberg

Siemens Ftiel Gasification Technology Verwaltungs GmbH

FtOiberg 100

Siemens Global Innovation Partners Management GmbH
1001

Munich

Sienìens
Gtundotticksnianagenreritqeseliochait rnbHCo OHG

Grdnwald 13Q5

Siemens Gusstechnik GmhH Chernnitz 10018

Siemens HeaRt care Diagnostics GnsbH Eschhorn 1-00

Siemens Haalthcare Diagnostics Holding GmbH Eschborn 100

Siemens Healthcare Diagnostics Ptoducts GmbH Marbury 100

Siemens Inimobilien ChemnitzVoerde GtsrbH GrOnwald
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Srrpternber 30 2012 03ly rrtersst

33

Siemens lrdust isgetriebe GmbH Penig
100

Siemens ndustrieprk Kadoruhe GmhHCo KG Grdnwald 100

Siemens ndusisv Automation Hokling AG Munich 100

Sieniets lirdustty Software GmbH Co KG Cologne 100

Siemens Industry Soitware Manarjement GmbH Coiojne 100

Siemens Insulation Center GmbHCo KG Zwdritz 100

Siemens Usulatioi Center Verwaitungs-GmhH Zwdnitz 100

Siemens Kapitalenlaaeqesetscnsft mbd Munich 100

Sremrrrs Medical clutrons Health Serurces GmbH Eriengen 100

Siemens NiXdorf lrrIomnlationssysteme GrnbH GrOnweld 100

Siemens Pomm Control GmbH L0n90r 100

Siemens PrivaLe Finance Versrcirerunsjs- end KS3itCl-

anlsqenvermrttlungsGmhH Munich 100

Siemens Programm- end Systementwickinrg GmhH Hamburg 100

Siemens Programm und Systentenewickiung GmbH Co KG

Hamburg 100

Siemens Project Ventures GmbH Erierigen
100

Siemens Real Es11e GmbH Co OHG GmOnwd 100

Siemens Real Estate Mansgomrrerrt GmbH GrUnwld 100

Siemens Spezial-lnvestmentektiengesellschstt
wit TGV Munich 100

Siemens Technolocy Accelerator GrnbH Munich 100

Siemens Terhnoperk Berlin GmbHCo KG Bertn 100

Siemens Tecflrmupamk Berlin Verwaltungs GmbH Berlin 100

Siemens lechnopark MOiheim GrrrbdCo KG GrQraald 100

Siemens Techrropamk Mtiihm Verwaltungs GmbH GrOrtwsld 100

Siemens Technopark NCmherg GmbH Co KG GrOnwaid 100

Siemens Technopark NOmnherg Verwaltunqs GmbH Griinwsld 100

Siemens Treasury GmhH Munich 000

Siemens ttrrbcrnachrnery Equipment GmbH Frankenthel 100

Siemens VAt Meiis Technologies GmbH WillslEtt--Legelshumst
100

Siemens Venture Capital GmbH Munich 100

Siemens Wind Power GmbH Bremen 100

SILLIT Grundst0ckwVerwaltungsgesellschaft mbH Munich 100

SIM 16 Grundstiicksverwrritungs rind beteilicjungs

OmbHCo KG Munich 100

SIM GrundsttickwGmbHCo KG iL Munich 100

SIMAR Nordost Grundst0ckwGmnbhl GrOnwaid 100

SIMAR Nordwest GrurrdsUcksGwbH GrOnwald 100

SIMAR ast GrundstBckwGmbH GrOnwald 100

S1MAR SOd Grundst0cks-GmSH GrOnwaid 100

SIMAR West GrundstOcksGmbH GrOnwald 100

SIMOS Real Estate GmbH Munich 100

sirriusGmbH Munich 100

Siteco Auslandsholding GmbH Traunreut 100

Siteco Beleuchturrgstechnik 0mM-I Traurireut 100

Septocibar IC 2012 Equity inlerost

Siteco Ughting GmbH Traunreut 100

SKAG Foncis Cl Munich 100

SKAG Fends 57 Munich 100

SKAG Fonds 58 Munich 100

SNAG Principai5 Munich 100

Steinmiiiler Encrinsering GmhH Grrmmersbach 60

SVM Star Ventures Mansgemnentge3elrscnaft nhH Nm ISCo

Beisdigungs KG Nm Munich 90

SVM Star Ventures Manserneitgeseliscftaft nbH Nm 3Co
Beteiliqunqe KG Nt Munich 99

SVM Stem Ventures Manscjemonlqeselisrflaft mbH Nm ACe

BetrriiiqOngs KG Nt Munich 99

SYKATEC Systemne Komponontrr Anwerrdurrgstechrrologie

0mM-I Erlartgen
loot

rGlI Tschnisches Gemeinschsftsbiiro GmbrI Kassel 100

TOT-Turbo GrmrbH Zwcrbrticken 100

Tmron Iechrrolcrgies Europe GmbH Padembom 100

Trerwh Gerrnirrry GrnbH Bemberg 100

Turbine Airfoil Coating and Repair GmnrhH Berlin 100

VIE Vemkehrsinformaticnsagenwr Bayemn GnihH Munich SI

VMZ Berlin Betmeibergeseilschsft mhh Berlin 1120

VRLEASING IKANA GmhH Co immobilien KG Eschhomn 943

VVK Versichcrrungsvermittlongs- end Verkehrckontor GmnbH

Munich 10015

Weiss Spindoitechnologie Grnbh Schweirrfurt 100

WinemgyAG Voerde 10010

Europe without Germany 247 companies

ComBuiid Kommunikaticins Gebdudetechnoioqie GmhH

VienrralAustria 000

ETM professional control GmnbH EisenstadtiAustria 100

HochquollslmomVertriebs GmbH ViemmnalAustria 100

85 engirroering consulting
software GmbH ljmrzAustria 100

lid icosemve technology for heaitlitare Gmnbd

lmmnsbruckiAustria

KDAG Beteiliqurigen GmhH Vienna/Austria 100

LandisStsefa Osterreich GmhH Vienna/Austria 100

LandisStaefa GmbH Vienna/Austria 100

Saudi VOESTALEINE Gm/sb Limo/Austria 000

SIELOG
Systerelogik GmnbH VienrreiAustria 76

Siemens Aktiengesei.lschaft Osterreich Vienna/Austria 100

Siemens Convergence Creators GrnbH EisenstadtiAustria 100

Siemens Convergence Creators GmhH Vienna/Austria 000

Siemens Convergence Creators Holding GmbH

Vierrtra/Austra 100

cset due to majority oivstir.9 dtrts

Comrtrol due to contractual omnanqerrarrts

Control due In erorrouic circurnuarrces

Ne mtoi due mu cortrctuul rrrrrrrrwm.rr em coal cicuorsturrc.ee

tb uigrifont rfluurce dire ter coruucrul arrenyorrerrtr ra lcrjat drcemrrstnrers

Sftrfkarn inIlesuca due to centractasi urrau5emeors or Ie crcumrnmances

Not ccnsolidetea due to mrnstsrresty

Not aCOirrfOil frrr usirrg the equity metS uuc to irorertemiulity

Exemeotiuo inirruirrit to 501 264 HOC

10 Esicn.rçtior oriosart to SectS 264 /3 ecB
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5epieees 30 2O2 tquity iort
in

Siemens GebRud menaqemeritServkes G.mh.H

ViennatAustr 100

Swerns HeaR are Diagnostics GmbH ViennaAustra 100

Sicrrse/usiaySoitvvare GmbH LirrzAustria 100

Siemens KonzernLwteRigungun GmbH Vienna/Austria 100

Siemens Liegenschaftsverwaltung GmbH Vienna/Austria 101

Siemens Mitarbeitervorsorqekxste AG ViennaiAustria 100

Siemens Pensionskasse AG ViennatAustria 100

Siemens Personaldienstieisturgen GmbH Vienna/Austria 100

Siemens Urban Rail Technologies Holding GmhH

Vienna/Austria 300

Siemens VAI Mtais Technologes GmbH Linz Austria 100

dreco Lighting Austria GmbH ViennaiAurtria 100

Siteco Osterreidli GmhH ViennaiAustria 100

Steiermlirkische Medizinarchiv GesnsbH GrazAustria 52

Trench Austria GmbH LeonciingiAust.ria 100

VVK VersicherunasVermittluncs- und VerkehrmKontor imbH
Virnna/Austria 100

Oktopua S.A IN.V Brussels/Belgium 100

Siemens Healthc.are Diagnostics SA Brussels B.gium 300

Siemens Heelthcare Diacinostics Services Smi lirusselstitelqium 100

Siemens industry Software NV AnderlechtBelqium 100

Siemens Product l..ifecycle Management Software Ii RE RV1TA

AndeilechiiBeigiurn 100

Siemens S.A IN.V Anderlecht Belgium 100

Siteco Lighting Benelux BVBA EupenBektium 100

VRccsntext intornationai S.A BrusseislBeiqium 100

OSRAM don Mostar/Bosnia and Herzegovina 100

Siemens don Banja LukaiBosnia and Herzeqovinx 100

Siemens don SCralevo SarajevoiRosnia and Herzegovina 100

OSRAM ROOD Sofia Bulgaria 100

Security Management Technologies Bulgaria ROOD

Sofa/Buigana 100

Siemens ROOD Sofia/Bulgaria 100

DPCd.o.o iikvidacii Zagreb/Croatia 100

Koncar Power Transformers Ltd Zagreb/Croatix 51

OSIIAM d.o.e. ZagrobiCioctia 300

Siemens d.d Zagrebi Croatia 98

Kelly Security Holding Limited LamnekaiCyprus TOO

Kintec Cyprus Ltd LarnakaiCyprus 100

ANF DATA spol rn Prague/Czech Republic 100

OEZ s.r.o Letohrad/Czech Republic 100

OSRAM CeskR republika ste Bruntdl/Czch Republic 100

Siemens Audlo/ogicM lbchnika s.r.o Prague/Czech Republic 100

Siemens Convergence Creators ste Prague/Czech Republic 100

Seprerettor 30 20/2 EquIty merest

in

Siemens Eiecrric Machines s.ro. Drasov/Ccech Republic 100

Siemens Industry Software are Prague/Czech Republic 100

S/omens ste Prague/Czech Republic 300

Siieco Lighting spol no Prague/Czech Republic 100

OSI1AM A/S TaaotrupDrzrmelk 100

Siemens A/S llalierupiDenmsrk 100

Siemens Heaithcxre
Diagnostics ApS BallerupiDenmnark 100

Siemens Hbreapparater A/S Copenhagen/Denmark 100

Siemens Industry Software A/S Ailernd/Denmark 300

Siemens Wind Power AIS BrarrdiDenmark 100

Or OSITAM AR EspooiFniend 100

Sic..ivns Heaitflcare Diagnostics EspeofFirlnd 100

Siemens Osakeyhtid Esponifiniand 100

yiencler-Graffenstaden SAS Il/kirch.GralTenstaden 1lrance 100

051/AM S.A.S.U Mo/sheimifrence 100

REINEI Solutions SAS Saint.DenisiFrance 100

Siemens Audiologio S.A.S Seint-Denie/Frence 300

Siemens Financial Services SAS Saint-Duds France 100

Siemens France Holding Saint-Denial Fiance 100

Siemens Healthcare Diagnostics S.A.S Saint-Denis/France 300

Siemens Industry Software SAS Vlizy-ViilacoubIay/ Prance 100

Siemens Lease Services SAS Saint-Denis/France 100

Siemens S.A.S Saint-DenisiFrance 380

Siemens Transmission Distribution SAS Grenoble/Ftncu 300

Siemens VAt MLais Technologies SAS Savigneux/France 100

Trench France S.A.S Sairtt-LouisiFtance 100

Tonomna1ix Technctlogies Gibraltar Limited

Gibraltar/Gibraltar 100

Broadcast/a Rank Limited Stoke Poges

BuckinghamslrirelGreat Britain 100

.Broadcastitt Ltd Stoke Poges Buckirghamshrte/Grsat Br/lain 100

Eleuimium Sales Limited Irimley SurreyiGrea Britain 100

eMeter lnterriationial Limited Reaclinmi Berkshire Great Britain 100

GyM Renewabloc Lirmtited Frimiey Surrey/Great Britain 100

GyM Rertewables ONE Limited Frimiey Sttrrey/Great Britain 300

Marine Cumrentlurhines Limited Frinsley SurrayiGreat Britain 300

051/AM Ltd Langley Berkshire/Great Britain 300

051/AM UK Pension Scheme Limited Lanciley

BerkshimeiGme.at Brttatr 300

Sea Generation Brough Ness Limited Frimley

Surrey/Grear Britain 100

Sea Generation Kyle Rhea Limited Frirrmley

Surrey/Great Britain tOO

Sea Generation Wales Ltd Frimley SsrrreyiGreat Britain 300

Sea Gerroratiori Limited Frimlov Surrey/Great Britain 100

Control CuC tea olajor/ty 0/ vct/x hts

Control duC to contractual aran5erreott

Control due to m.m3C/c c/mcormstor.ces

No control due to cortracrurl 000nnerImunts cm legal crrcuretorreu

No StLCaI n/truce die Ic r.onmractmai arrarqernemmlis or legal r.iecnniorrces

Siqr/licunt influence dau to cormtmuctuot arrangements or legal cimcurnsrarceo

tact coesotdated du to rmarmasem/aaty

Wart amend for tong Ire COoity method doe to /mnarertai/ty

ExerItiOa Irurstopt to Sect/on 264 HOE

10 Exempt/C pamsxant to Sect/on 21/4 /3/ CCC

IIS Li sect/dated Firairciat Statements
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September 10 2012 Equity irrtemrt

hr

Metres Technologies Limited DubFn/fteland 100

Si mans Healchcare gnostics Manufacturing Limed

Swords Co Dublin/iroVnd l80

Siemens Limited Dubfn /lreiarrd 100

Siemens Medical Solutions Diagnostics Europe Limitod

Swords Co Dublin/imand 100

HV.lurbo leaFs SrI Mornaqoiltaly SI

051/AM S.pirr Socieitf 1/unite 051/AM Falcon hand

Milan/Italy
100

Siemens Healtricare
Diagnostics Sri Milan/itaiy 100

Siemens Hearing instruments tidy Sri MiVniltidv 100

Siemens lnOustry Sc//ware Sri MiLan/itaiy
100

Siemens RentuIg SpA in Liquidae.ione Milaniltaly 100

Siemens SpA Milan/Italy 100

Siemens Transformers SpA TrentolItaly 100

Siemens \AI Metais echnoloqies S.r.l Marriateiltaiy
100

S/taco
Licjhting

Systems Sri MitirrIty 100

Trench tI/a Sj.i Savorra/ltaiy
100

TurboCare S.p.A Turin/i/ely 100

DAB lBS Baltic KaunaslLithuania 81

rec2Iometrx Technologies SARL Luxembourg/Luxembourg 100

1PM International 5.4 iL Luxemhourglluxambourg 100

Siemens non Podgorica PodgoricaMontenegro 100

NEM EnergY B.V LeidonlNethorlends 100

HEM Energy Holding B.V The HaguoNstherlands 100

HEM Energy Services B.V Hengelo/Netheriands 100

HEM Standard Easel Manufacturing BV Hengelo/Netherlands lOG

HEM Standard Fasel Tools Rent By Hengelo/Netherlands 100

051/AM Benelux B.V Capelle San den lisseliNetherlands 100

Powerspex instrumentation By Hengelo/Netherlands 100

Siemens Audio/ogle Tec/sniek 8.V Ire Hague/Nethorisnds 100

Siemens Diagnostics Holding Ii By The Hague/Netherlands 100

Siemens Finance B.V The Hague/Netherlands 100

Siemens Firrarrderingsmautschappij NV
ihe Hague/Netherlands 100

Siemens Gas Turbine Technologies Holding 1/V

The Hague/Netherlands 65

Siemens Healthcare Diagnostics 1/V Amersfoort/Nethermnds 100

Siemens
Industry

Soicwre 1/V s-Hentogenbosch/Netheriancls 100

Siemens International Holding 1/V. The Hagire/Neiherlends 100

Siemens Medical Solutions Diagnostics Holding 1/V

The Hague/Netherlands 110

Siemens Nederiand NV the Hague/Netherlands 100

Siemens Train Technologies Holding 1/V

The Hague/Netherlands 51

Cvtro1 due rita majeSty of votinq dghtr

Control drie to contractual orrsrineriraflta

Control due In ecorrorrrir cirorrnstaoceu

No rostroi due to cootrocruul arrangements or legal circurrrstuore.s

No u/gnificart
irrfluerrce due to coirtiuctuti urrangnmonts Itt legal circorsstarrces

Significust irriiuer-rce duo to contractual arrurr5omorrtu or egor circumstances

Not ccrrsolidureC due to immereriastn

Nor accounted for truing the equity rnethwl due to inurruteriulity

Enrmrrtion ourtuant to Section 264 405

10 Sxerrrirtirrr orrttuunt to Section 264/S 418

Septerrltur so 20t2 irrity riterest

Siemens Financial Services Hoidings Ltd Stoke Poges

luckinghamshire/Great Britain 100

Siemens Financial Services Ltd Stoke Pogos

BuckincjhamsliireiGrriai
-Brrtain 100

Siemens Hoaithcare Diagnostics Ltd F-nancy

Surrey/Great Britain 100

Siemens Heaithcare Diagnostics Manufacturing Lid

Frirriley Surrey/Greet Britain 100

Siemens HeaIthcare Diagnostics Products Led Fttmlev

Surrey/Great Britain 100

Siemens Hearing instrurnorits Lid Cnswley

Sussex/Great Britain 100

Siemens Holdings Ic Frimi.y Surrey/Great Britain 100

Siemens lndustrial Turhomachinery Ltd Fnimley

Surrey/Great Britain 100

Siemens lodustry Software Limrted Fnimaley

Surrey/Great Britain 100

Siemens plc Enmity Surrey/Greal Britain 100

Siemens Protection Devices Lirrnited Fiimley

Surrey/Great Britain 100

Siemens Reai Estate lid Frimley Surrey/Great Britain 100

Siemens Transmits/on Distribution Limited

Fnirnley Surrey/Great Britain 100

Siemenie VAI Metals Technologies Limited Slieffieicl

Soutli rcrrkshire/Great Batan 100

Siteco Lid Stockport/Great Britain 100

Trench UK Ltd Hebburn tneWearlGreat Britain 100

Ironic tad FnirrIey Surrey/Great Britain 100

VA tECH UK Ltd Frimley Surrey/Great Britain 100

VA Tech Reyrolla Distribution ted

Frtmley Surrey/Great Britain 100

VA TECH T0 UK Ltd Frirriley Surrey/Groat Britain 100

VTW Anlagerr UK Ltd Barrbury Oxfordshire/Great Britain 100

KintecA.E.Athens/Gmeece 11/0

051/AM A.E At/tens/Greece 100

Siemens At Elektrotechnische Proekte und Enzaugnisse

A/liens/Greece 100

Siemens Heaithcare Diagnostics ABEE Atherrp/Greece 100

ev000ftHunganySaniitastechnikai Kit Budapest/Hungary 100

Siernerra
Audio/rig/al

Iechrska Kereskedelmi ris Szoigltatd

KarlÆtolt FelelassgriTdrsasg Budapest/Hungary 100

Siemen PSE Program- Øs Rendserfejiesztd Kit

Budapest/Hungary 100

Siemens Km Budapest/Hungary 100

Europlx Technologies lreind Limited Dublin Ireland 100
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September 30 20/2 Equny ntersst

/0%

Standard Fasei B.V NEM Standard Easel Boiler Services

Utrecnt Netrserland

TurboCare B.V Henaeo/ Notheriands

Metre lrrstrumonb AS RubbcstadnesetiNcrway

OSRAM AS Lvsaker/Norway

Poseidon Consulting Services AS Stavangeri Norway

Siemens AS Oslo/Norway

Siemens Healthcare 0/agnostics AS Oslo Norway

Siemens Hdreappsrater AS OsloiNorway

SOcco 8ysning AS Oslo/Norway

Audio SAT Sp coo Posnan iPoland

OSRAM Sp 00 WarsemiPoierrcl

Siemens Finance Sp zoo Warsaw Poland

Siemens Industry Software Sp zoo WarsawiPoiand

SiemensSp zoo Warsaw/Poland

Siteco Lighting Poland Sp zoo Warsaw/Poland

lurboCere Poland Spr5ik Akcyjna Luhflniec/Poland

TurboCere Sp Zoo WroclwiPolrid

OSRAM Emprssa do Apereihagem ElOctrice Lea

Lisbon/Portugal 100

Siemens Healthrare Llwgnostics Unipessosi Lda

Amadore Portugal

Siemens 5.A Amadora/Porruoal

OSR.AM Rornarria SIlL Voluntri1Rornania

SiEMENS AUSTRIA PRO1ECT SPITAL COLTEA SIlL

Bucharest Ronsania

Siemens Proowm and Syalsrmn Engineering SIlL

Brasovi Romania 100

Siemens SIlL Bucharest/Romania 100

SIMEA SiBIU SIlL SibiuRonsania 100

OAO OSRAM Srnoiensk Russian Federation pg

000 Legion Ii Moscow/Rusaian Federation 100

000 Legion T2 Moscow iRuasian Federat/ori 100

000 Russian Turbo Machinery Perm/liussian Federation SI

000 Siemens Moscow/Ruseian Federation 100

000 Siemens Gas Turbine Technologies

Nctvce
Devyatkino/Rusaiarr Federation 100

000 Siemens High Voltage Products

/Jfirrrsky DistrictiRussran Feclerattort 100

000 Siemens Train Technologies

Verkhnyaya PyshmaiRussian Federation 100

000 Siemens Transformers Voronezh./Russian Federation 100

000 Siemens Urban Rail iechnologies

MoscowtRuesian Federation 100

000 Sileco Moscow/Russian Federation 100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

80

sep/emhsr 30 2012 tqcemy mrsrest

in%

Siemens Ei.ektroprivod LLC St PatersburgiRussitn Federation 66

Siemens Finance LLC VladivoatoE/Russiarr Federation 100

Siemens Industry Software 000 Moscow/Russian Federalion 100

Siemens Research Center Limited Liability Company

Moscow/Russian Federation 100

OSRAMcI.o.o. BeictradeiSerbia 100

Siemens coo Beogract Belgrade/Serbia 100

OEZ Slovakia spol r.o i3ratislavaSlovakis 100

OSRAM as NovA Ldmky/Siovakia 100

SAt SystAmy sutomattzacneJ techniky spol s.ro

Brat/slave iSlovakia 60

Siernerms
Psograni

srrd System Ertyrmerrnq s.mo

BratislavaiSlovakia 1/10

Siemens n.r.c Bratislava/Siovakia 101

SlOAN s.r.o BratislavaiSiovakia 100

Siemens 3.0.0 Lubljana/Slovenia 100

S/taco Sisierni d.oo Maribor/Siovenia 100

F/brica Electrotdsnica Jose S.A Barcelona Spain 100

OSI1AM S.A Madrid/Spain 100

PetnetSoiucionesS.L Sociedad Linipersonal MaciridiSpain 100

Siemens FireSecurity Products S.A Madrid ISpain 100

100 Siemens Healthcare Diagnostics SI BarcelonaiScsain 100

100 Siemens Hoiding S.L Madrid/Spain 100

100 Siemens industry Softwere 5.L. Barcelona/Spain 100

Siemens Renting S.A Madrid/Spain 100

100 Siemens S.A Madrid/Spain 100

Siteco
Liginting S.LU Madrid/Spain 100

TelecomunicaciOn ElectrAnica yconmutacidn SA Madrid/Sain 100

05MM AR Stockholm/Sweden 100

Siemana AR Upplands WIshy/Sweden 100

Siemens Financial Services AR Stockholm/Sweden 100

Siemens Healtrrcare
Diegnostics AR SöoertRljeSweden 100

Siemens Industrial Turbomachinery AR FinspongiSwederr 100

Siemens Industry Softwere AR KistaiSweden tOO

Oade Behring Diagnostics AG DLidinoen/Switzeri.and 100

Huba Control AG WOrenlosiSwitzerland 100

OSRAMAG Winterthut/Switzerland 100

Siemens Audiologie AG Adliswil/Switzerland BOO

S/omens Fuel Gasification Technology Holding AG

Lug/Switzerland 100

Siemens Healthcare Diagnostics AG Zurich/Switzeriand 108

Siemens Industry Software AG Zurich/Switzerland 100

Siemens Power Holding AG Lug iSwitzerland 100

Siemens Schweiz AG Zurich/Switzerland 100

Sitaco Schweiz AG Bern/Switzerland BOO

Corstel dm5 to ma/Cr/my Si mt/vs ahrs

Corrrol due 1Q cer.ttactualattaogernestr

Cc due to economIc c/rcumnstances

No coStrol mine to rottacmuol ort005erlenta or tmtgol cit cu trOunces

No syn/Econt /n3umtrcmn /55 to corrracsuul arroutjtrmeets or eaI cirrsrrtaloncea

SSnticont rfluerce doe to csntrocsoai arron5eflreflt$ or leaI circumstances

Net cossatdrted dmte to imnuseria/ty

Nor accounted for mirr5 dre t5ity ret/rod due to /rmmtrretirity

Exempsioa ptrsttartr to Section 264 NOIl

10 Exempt/ott putstorrt so Sect/ott 2nt 4011

135 cortso/idossd Finosciul Srssetoettts

136 01 Consolidated Statements of Income 140 tS Consolidated Statements of Changes in Equity

137 t/ Consolidated Statements of Comprehensive Income 142 Notes to Consolidated Financial Statements

138 03 Consolidated Statements of Financial Position 232 07 Supervisory aoard and Managing Board

139 0.4 ConsolidatedStatementsof Cash Flow

239 11 Additional Information
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September30 2012 Eculy merest

Stadt/Land romobilien AG Zurich ISwitzeCand 100

OSRA.M Am.pul T%aretAS IstanbuhTurkey 100

Siemens Finarrsal Kiralarra 4.5 Istanbul/Turkey 100

Siemens Healthrare Diagnoetik Ticret Limited Sirkeb

IstanbuliIurkey 100

Siemens Saneyi cc ticaret AS Istanbul/Turkey 100

Siteco AydiVatma lknigi Dc Va San Ltd Sti lctanhullTurkey 100

100% forcign
owned

subsidiary
Siemens Ukraine Kiavt Ukraine 100

Enterprise with 100% Foreign tnvestment Osram Ukraine

KieviLikraine 100

America 122 companies

OSRAM Argentina S.A.C.I. Buenos AiresiArgantinc 100

Siemens FIt
Services S.A Buenos Aires/Argentina 100

Siemens BA BuenosAirestArgentirra 100

VA ThCH International Argentina bA Buenos Aires/Argentina 100

Siemens Soluciones 1ecnologieas 5.4

Santa Crue do Is Sierra/Bolivia 100

Active Tecnoiogia err Sisterrtas do Automcao Ltda

Vita Assuncaolitrazil 100

Chemlech Servicos he Engenharia Software Ltda

Rio he ./aneiro/Brazil 100

nnotec do Brasil Ltda SZo Paulot Brazil 100

rid IndOstria COmerco do Sistemas E%ctricos Ltda Canoast Brazil 100

OSPJ\M do Brash Lampadas ElOtricas Ltda OsaacoiBrazl 100

Senergy SiCtemCS do Medirdo S/A Who Horizontel8razhl 100

Siemens Apareihos Auditivos Ltda SB0 Paulo/Brazil 100

Siemens Etetrocietronica Limitada Manaus/Brazil 100

Siemens Heairhcare DiagnAsthcos Ltda Sdo Paulo Brazil 100

Siemens Industry Software .Me SZo Cestano do SuIt Brazil 100

Siomen Ltda Sªo Paulo/Brazil 100

Siemens Serviços ant Equipamentos Srbmarinos Ltda

Niterhi Rio de.laneirolBrazit 100

Siemens VAt Metals Services Ltda Volta Redondat Brazil 100

VAt INC/DEBt Automation Ltcla Who Horizonte/BrazP 100

Dada Behring Hong Kong Holdings Corporation

Tortola/Itr/Lish Virgin Islands 100

8264716 Canada Limited Burlington Ontario/Canada 100

ENCELIUM TECHNOLOGIES Unlimited liability cornpany

Vancouver British Columbiat Canada 100

OSRAM Sylvania Ltd Mississauga Ontario/Canada 100

Prairia West Technical Services Ltd Regina

Saskatchewan/Canada 100

RugqedCom Inc Concord Ontario /Canada 100

Siemens Cacada Ltd Burlington OntariotCarrada 100

September 10 2012 cmiuir.y intrrcct

Sr

Siemens Financial Ltd Mississauga Burlington

Ontario/Canada l0

Siemens Hearing Instruments inc Bullnyorr Oniaro/Careda 100

Siemens Industry
Software Ltd Mississauga OntarioiCanada 100

Siemens Transformers Cenaha ln Tuis-RiviOres

Quebec/Canada 200

Trench Ltd Saint John New Brunswick Canada 100

lurbocare Canada Ltd CaIgarf Alberta/Canada 100

Wheelabrator Air Pollution Control Canada Inc Burlington

Ontario/Canada 100

Sierrrsn Healthcwro Diagnostics Maruiactuhng LirrriMd

George TownCayman Islands 101

Vise Lure Strategy Cayman Pzttners L.P

George TownfCayrrran Islands 993

OSRAM Chile Ltda SantIago he Chile/Chile 100

Siomsns BA. Santiago he Chile/Chile 100

OSRAM he Colombia Iluminaciones 54 BogothiColomnbia 100

Siemens Manufaciuriny 5.4 Bogotd/ColomLris 100

Siemens S.A Bogold/Cohombia 100

Siemens Healthcare Diagnostics S.A San Iced/Costa Rica 51

Siemens 5.4 San JosØ/Costa Rica 100

Siemens S.R Santo DomingolDominican Republic 100

OSRAM del EcuadorS.A Guayaquilitcusdor 100

Sietnens S.A Quito/Ecuador 100

Siemens 5.4 San SalvadorIEi Salvador 100

SIEMENS HEALSHCABE DIAGNOST1CS GUATEMALA S.A

Guatemala City/Guatemaia 99

Siemant S.A Guatemala City/Guatemala 100

Siemens S.A TeguciqalpatHonduras 180

Dade Behring 5.4 he C.V Mexico CityMexico 100

Grupo Siemens S.A do CV Mexico City/Mexico 100

indCixtria do Trabejos
EI4ctricos 5.4 he C.V.

Ciudad ./udreziMexico 100

industries OSBAM he Mexico 5.4 Tultitlªn/Mexhco 180

ingdesi 5.4 deC.V Monterrey/ Mexico 100

OSRAM he Mexico S.A he CV Tuititldn iMexico 200

OSRAMS.A he C.V Tultitldn/Mexico 100

Proyectos he Energia BA he C.V Mexico Chty/
Mexico 100

Siemens Healthcare Diagnostics do R.L tIe C.V

Mexico City/Mexico 100

Siemens Industry Software SA be CV Santa Fe/Mexico 180

Siemens Inmohiliaria S.A cte C.V Mexico City/Mexico 100

Siemens Innovaciones BA he CV Mexico City Mexico 100

Siemens Medical Solutions Diagnostics he RI.. he CV
Mexico City/Mexico 100

octal dee rat ma/.erityef etirlg n5t
Control due no corOactuol erruroenrarrrr

cw.eI due lx ecerro.nicr.irvcrnsiurrcet

No control due to corrtrectoral arramsememr.r am lead circvmstarcas

No ririficanit imItucace doe err r.rrrtrccWei .arrmgctents cr Smut circrursrarrsrs

Sigrificart ntieertce due to xntructuai arrarrgurrernto or legal circetrtttuflces

Net cersolidateci due to irmatCriciiry

Not accutrrted for
r.rsirrg

she equity merhcd due to /rnrmatsr/u/ity

Ecenn5tor ynuant no Settler 2445 HOC

15 Concretion purruant to Sxctiarr 264 /1 eoe
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Siemens
IYagnostics

Finance Co LLC Deerfield 1/USA

Siemens Electrical LLC Aipharette GA/USA

Siemens Enemy Inc Orlando FL/USA

Siemens Financial Services Inc seEn NJ/USA

Siemerss flnarscir Inc IsoEn NJ/USA

S/omens Fotsil Services inc Orlando FL/USA

Siemens Generation Services Company Orlando FL/USA

Siemens Government Technologies inc Arlington VA/ USA

Siemens Healthcure Diagnostics Inc Tarrytown NY/USA

Siemens Hearing instruments inc Piscataway NJ/USA

Siemens Industry Inc BufFalo Grove IL/USA

Siemens Medical Solutions USA Inc Mlvern PA/USA

Seprornirr 30 2812 Equity in/crest

us is

Siemens Molecular acrinq Inc Knoxville TN/USA IOU

Siemens Power Generation Service Company Ltd Orlando

FL/USA 100

Siemuns Product Lifecycle Massaqemerri Software il US Inc

Kano FXUSA TOO

Siemens Product Lif.acycle Manugemnent Software inc Plerro

tX/USA TOO

Siemens Public Inc Wilmington Ut/USA 100

Siemens Treated Water Outsaurcing Corp Rockforci IL/USA TOO

Siemens USA Holdings cc New York NY/USA 100

SMl Holding LLC New York NYiIJSA 100

Sylvania LKJh5inrJ Services Corp Danvors MA/USA 100

iransportDistrihusion Inc Ltxnvers MA/USA 100

Trexon Supply USA iflO East liutherford NJ/USA 100

turhoCare Inc Chicopse MAUSA 100

Whesiabrator Air Pollution Control Inc Pittsburgh
PA/USA TOO

Wirrrtrgy Drive Systems Corporation Elgin
IL/USA 100

S/onions Healtiscare Diagnostics CA Caracas/Venezuela 100

Siemerrs S.A CaracasiVer/ezua 100

1urhoCareC.A Caracss/Vanezueis 100

Asia 163 companies

Siemens VAIL MenamsiBahrrrin 51

Siemens Bangladesh Ltd Dhaka/Bangladeh 100

Beijing
Siemens Cerberus Eiuctroncs Ltd Bejirro/Crsrsa 100

Chengdu KKK Power Fan Co Ltd. ClrurrgduiChina 51

Churry Tat Lighting Corrtwl Systerrss Guangzhou Ltd

GuangzhouChina so

DPC tienjin Co Ltd TianjiniChina 100

GIS StsetAluninum Products Co Ltd Hsnqzhou

Han izhou/Cirina 51

lBS industrial Business Software Shanghai Ltd. SharrghaUChimra 100

MWB Shanghai Co Ltd Slsunqtsai/China 65

051/AM China Lighting Ltd. FoshanlChina 90

051/AM Kunuhan Display Optic Co Ltd Kunshan/China TOO

RuggedCom China Communications Technology and

Development Co Lid ChsngzhouiChina 100

Siemens Building Technologies Tianjin Ltd Tienjin/China
70

Siemens Business Information Consulting Co.Ltd

Beijing/China TOO

Siemens Circuit Protection Systems Ltd Shanghai/China 15

Siemens Eiectrical Apparatus Ltd Suzhou/China 100

Siemens Electrical Drives Shanghai Ltd Shanghai/China 100

Siemens Electrical Drives Ltd TienjiniChina
8S

Siemens Factory
Autornatiorr Engineering Ltd BeijingiChina

68

csrtrslthe tea isuier/ryof votr5 r/h.ts

coe.trelchsrercnesctualartasgeme.nrs

cwusl doe to ecorriccicrnsrxetces

No coot/ni Stie to contractual nrat5emertrs or cal rrrrcumotances

No scsitcarr is/ti//OS/ce due /0 r.uturac.tuuI arra jemetro or eaS circ.mrslaoces

S/g/frcunt sttusrce due so cosstucsua/ arrangements or seal c/rcumstarrdeu

Not consul/dated doe tC immaso/ar/ty

4it accororod to string dro orstiry mothoe due to immatoria/iry

Exemption pursrract to Section 254 HOE

18 Exemriou puss//nor to Sect/cur 754 3/ HOt

135 Cl Corts//dated Firrarcisi .Srtorr.en5S

136 Consolidated Statements of Income 140 cr5 Consolidated Statements of Changes in Equity

137 02 Consolidated Statements of Comprehensive Income 142 Cl Notes to Consolidated Financial Statements

138 C33 Consolidated Statements of Financial Position 232 cT Supervisory Board and Managing Board

139 0.4 Consolidated Statements of Cash Flow

239 Additional Information
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Srrpsesrr0er 30 2G2 Equity iritetsst

5%

Siemens Servicios S.A be CV Mexico City/Mexico 100

Siemens S.A dc CV Mexico City/Mexico 100

Sierrruns S.A Managua iNicaragu 100

Siemerrs Hes.it/scare Oircrnontics Panama S.A Panama

City/Panama 100

Siemens Panama Cityt Panama 000

051/AM da PenT SAC LimaiPeru IUO

Siemens SAC Lima/Peru 100

Sierrrens S.A MontsvideoUruqcrsy 100

Sirs/nut/s Telecomnunicms.ciones S.A MorrtrrviJuo/Uruguay 100

Audiology Oiotribulion LLC Plrss Beach Gardorts FL/USA TOO

EMeter Corporation Foster City CA/USA 100

ELF International I..LC Huntington Valiey PA/USA TOO

HeamX West LLC West Palm Beach FL/USA 5O

HearX West Inc West Palm Beach FL/USA TOO

185 America Irrc Lexington MA/USA 100

Mcsrrr.esmamrn Corporation New York NY/USA 100

hEM LISA Ccrrp Greenville SC/USA 100

Nimbus Technologies LLC Piano TX/USA 100

OS//AM Opto Semiconductors Inc Sunnyvale CA/USA 100

OSPA.M SYLVANIA NC Dancers MA/USA Itll

OS//AM Sylvania Puerto Rico Corp Luquf 10 PR/liSA TOO

Pace Global LLC Fairfax VA/USA 100

PA.T.P3ET Houston LLC Knoxville TN/USA 51

PETNET irrdi5rr5 LLC Indianapolis IN/USA

PETNET Solutions Cleveland LLC Knoxville TN/USA 63

PETNES Solutions Inc Knoxville TNJUSA 100

RuggedCom USA inc. Hollywood FL/USA 100

Siemens Capital Company LLC Iselin NJ/USA 100

Siemens Corporation Washington D.C/USA 100

Siemens Credit Warehouse Inc Iselin NJ/ USA 100

Siemens
Derrrag Dehoel Tumbomechinx.ry tic Hamilton

NJ/USA 100

100

100

100

100

100

100

100

100

100

100

100

100



plernhsr 30 2012 Scully interest

Siemens jflCflCC and Leasing Led i3eingiChin 100

Sionens Financial Services Ltd Beijing/China 100

Siomen Gee Turbine Parts Ltd Shanghai/China 51

Sit suns Healthcaue Diagnostics Shanghai Co. Lcd.

Shanghai 100

Saumens Heaitsg Instruments Suzhou Co Ltd

SuzhoulChins 100

Siemens High Voltage Circuft Weaker Co Ltd

Han boo/Chins 51

Siemens Hiqh Voltage Switchgear Co Ltd Shanghei

Shanghei/Chin 51

Siemens High Voltage Switchgee Guangzhou Ltd

Guangzhouichina 54

Siemens Industrial Automation Led Shanghai Shanghai/China 90

Siemens Industrial Turbomachinery Huludao Co Ltd

HuludaoiChina

Siemens Industry Soitware Shanghai Co Ltd. ShanghaI/China 100

Siemens IrtesnatJonal lrading Ltd Shanghai Shanghai/China 100

Siemens Ltd China Beijing/China 100

Siemens Manutdcluring and Engineering Centre Ltd

Shanghai/China 51

Siemens Mechanical Drive Systems Tianjin Co Ltd

Tianjin/China
100

Siemens ModicI Solutions
Di3gnoScics Lid Beijing/China 100

Siemens Medium Voltage Switching Technologies Wuxi Lid

Wuvi/China 85

Siemens Numerical Control Ltd NanjinqiChina /30

Siemens PLM Software Sher.zhon Limited Shenzhen/China 100

Siemens Power Automation Ltd Nanling/China 100

Siemens Power Equipment Packages Co Ltd Shanghai

Shanghai/China uS

Siemens Power Plant AutomatIon Ltd Narrj glChina 100

Siemens Process Analytics
Co Ltd Shanghai Shanghai/China 100

Siemens Real Estate Management Beijing Lid Co
Beijing/China

100

Siemens SnsorsCommunication Ltd Dalian iChina 100

Siemens Shanghai Medical Equipment Ltd Shanghai/China 100

Siemens Shen2hen Magnetic Resonance Ltd Shenahen/Chine 100

Siemens Signalling Co Ltd Xian Xtan/Clnta 70

Siemens Special Eleciticel Machines Co Ltd ChanyzhiiChina 771

Siemens Standard Motors Ltd Jiangsu Yizheng/China 100

Siemens Surge Arresters Ltd Wuxi/China 100

Siemens Swiechqear Co Ltd ShanghaiiChina 55

Siemens Technology Development Beijing Ltd Corp

Beijing/China
90

Septeniser 30 2012 Equity interns

in Sc

Siemens transformer Guanqzh.ou Co Ltd

Cuangzhou/China 63

Sielr.ensTralrsformer Jinan Company LW Jinan/Chiria 90

Siemens Transfotrner Wuhun Company Ltd

Wuhan City/China
100

Siemens VAI Manufacturing Teicang Co l.td I4icang/China 100

Siemens VAt Metals Technologies Co Ltd Shanghai

Shanghai/Chine 100

Siemens Water iec.hnoloqies and Engineering Tienjin

Lid Tianjin/Chin 68

Siornerla Weturt Technologies Ltd Beijing/China
100

Siemens Wind Power Blades Shanghai Co Ltd

Shanghai/China 100

Siemens Wind Power turbines Shanghai Co Ltd

Shanghai/China 300

Siemens Wiring Accessories Shandong Ltd /.ibo/China 100

Siemens X.Ray Vacuum Technology Ltd Wuxi/Chinu 100

Sunny World Shisoxirig Green Lighting Co. Ltd

Shaoxing/Ch/na 1/10

Trench High Voltage Products Ltd Shenyang Shenyang/China 65

Winergy Dr/se Systems Tianjin Co Ltd anjin/China 100

Yange2e Delta Manufacturing Co Ltd Heng.zhou

Hangzhou/China 51

Asie Care holding Limited Hong Korg/Horsq Kong 1D0

OSRAM Asia Pacific Ltd Hong Kong/Hong Kong 300

OSRAM Holding Company Led Hong Kong/Hong Kong 100

OSPAM Hong Kong Ltd Hong Kong iHong Kong 100

OSRAM Lighting Controi Systems Ltd Hong Kong Kong 65

OSRAM Opto Semiconductors Asia t.td Hong Kong/Hong Kong 100

Siemens Healthcare
0/agnostics Limited Hoieg Kong/Hong Kong 300

Siemens Industry Software Limited Hong Kong/Hong Kong 100

Siemers Ltd Hong Kong/Hong Kong 100

Siemens Water Technologies International Sales Ltd

Hong Kong/Hong Kong 100

Traxon Technologies Ltd Hong Kong/Hong Kong 100

eMeter India Pet Ltd New Delhi/India 100

Morgan Construction Company India Private Limited

M.unilaei/ltdia 100

OSRAM Autorrsotive Lamps Private Limited Bengaiuru india 100

OSRAM lid/a Pet Ltd Gurgaon/lnda 100

PETNET Rad/opharrnaceulical
Solutiorts Pet Ltd

New Delhi/India 100

Poscerplant Performance improvement Ltd New Delhi/India

Siemens Firrsndai Services Private Limited MumLaIlnoia 500

Siemens Hearing instruments Pet Ltd Bengaiuru/lndiej 100

csntol due toe majority of voting titlIst

control due to contractual arruoCrterrt5

control duo 10 000lrnnict.itcclnSialrCCS

tin control due Sri crirttcac.cua orramgemores or ie5it circr
tin ci5riIticOrit influectiee due to coctlrcictuci arrar.aerrents or iegu cicccntsturces

Signiticarlt irtiloence dueto cortractuai arrartteeients ot legal orcamstances

tint cccsotidetorl cue to immaterieiity

Not accounted Cur using the osuity nsothoct due to iniitcutoriuit.y

Euenrptiotpcctsouoz to Sectirirt 264 HOC

lit Enerectiort ttotrluctnt to Section 264 Iii 1405
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hr

Siemens Industry Software India Private Limiisd

New Delhi/india 100

Siemens Ltd Mumbad india 74

Siemens Nixdorf Information SvHerrrs Pvt Lid Mumbai/India 100

Siemens Power Englreerhg Pvt Ltd Guryson/India 100

Siemens Techrrolooy and Servic.s Privata I.irsted

Murnbaiilndia 100

Siemens VAI Metals Technologies Private Limited

Mumbei India 100

Wincrgy Drive Systems India Pot LId Cnennaiiindra 100

PT OSRAM Indonesia Tangerny/Indonerfa 100

PT Srerrens Hearet3 lntrunrentS Batarn/Irldonexni 100

PT Siemens IndonesIa Jakarta/Indonesia 100

PT Siemens Industrial Power Kota Bandung/Indonesia 60

Siemens Sherkate Sahami Khass Tkrheranflran 96

YaLta Setaren Atlas Co P.J.S Teheran/iran 100

Robcad Limited Herzliyaflsrael 100

RuygedCom Ltd Herd/ye/israel 100

Siemens Concentrated Solar Power Ltd led Shenirtsiif Israel 100

Siemens Industry Software LTd Herziiyallsrael 100

S/enr.ens Israel Ltd idi Aviv/Israel 100

Siemens Product
Litecyde Management Software IL Ltd

Herzflya/israel
100

UGS Israel Holdings Israel Ltd Hereliva i/steel 100

Acrorad Co Ltd Okioawaiiapan 57

Best Sound K.K SagamiharaiJapan 93

Machide Siemens Medical Systems Co Ltd Tokyo/Japan 90

051/AM Ltd Yokohama/Japan 100

Siemens Healthcare Diagnostics K.K Tokyo/JaPan 100

Siemens Hearing Instruments Tokyo/Japan 100

Siemens Industry Soitwtre K.K Tokyoliar2an 100

Siemens Japan Holding K.K Tokyo/Japan 100

Siemens Japan 6K Tokyo/Japan 100

Siemens Kareeds Hoalthcare IT Systems K.K Tokyo/Japan 67

Siemens Product Lr/ecycle Management SoftwarE II UP K.K

ibkyoliapan 100

Siemens TOO Almaty/Kazakhstan 100

OSRAM Korea Co Ltd Ansan/Korea 100

Siemens Industry
Software Ltd Seoul/Korea 100

Siemens Ltd Seoul Seoul/Korea 100

Siemens BETHEl Korea Co Ltd Seoul/Korea 100

Siemens Eiactrical Electronic Services K.S.C.C

Kuwait City/Kuwait 47

Expro Services Malaysia SON BHD Koala Lumpur/Maleysia 100

OSRAM Malaysia Sdn Bhd Koala LumpuriMalaysia 100

Seprember 30 2012 tquitv rterost

/5%

Osram Opto Semiconductors Malaysia Sdn Bhd

PenangiMalaysia 100

Reyrcile Malaysia Sdrr Bhd Koala LumpuriMaisysra 100

SFL Bolerinstaliatrorts SON twO
Koala Lumpur/Maiaysia 100

DiSiemens Malaysia Sdn Phd Petaling JayalMataysia

Siemens Transportation Turnkey Systems Sdn Phd

Petatng JayetMalaysia 100

Siteco
Lighting Malaysia Sdn /lhd Puchong Malaysia 100

VA TECH Malaysia Sdn.Ehd Kuala LumpurMaiayxia 302

Siemens L.L.C MuscaiiOmarr 51

Siemens Pakistan Engineering Co Ltd Karachi/Pat/starr 66

Dade Behrinq Diagnostics Phiiipplfl6s Inc Manrla/PnIrppines 100

Siemens Power Operations Inc Manila/PhilipoirleS
100

Sienisna Ire. Manila/Philippines 100

Siemens W.L..l DohaiQatar 40

Arabia Electric Ltd Equipment Jeddah/Saur/i Arabia SI

ScOSA Industries nd Maintenance Ltd.

RiyadhlSaudi Arabia 51

Siemens Ltd JeddahlSaudi Arabia 51

VA TECH TDCo Ltd Riyadh/Saudl Arabia 51

Westinghouse Saudi Arabia Ltd. RiyadhlSaudi Arabia 100

051/AM Pte Ltd Singapore/Singapore 100

PETNET Solutions Private Lirrritod Singapore/Singapore 100

RuggedCom Asia Pte Ltd Sirrgapore/Singapore 100

Siemens Industry Software Pto Ltd Sirrgapore/Simrgapore
100

Siemens Medical Instruments Pta Ltd Singapore/Singapore 100

Siemens Ems Ltd Singapore/Singapore 100

051/AM Taiwan Company Ltd Taipeillaiwart 100

Siemens industry Software fEW Co Ltd. Thipei/Teiwan 100

Siemens Ltd Taipei/Taiwan 100

051/AM Thailand Co Ltd Bangkok/Thasrrd 100

Siemens Limited Bangkok/Thailand 99

Siemens Product Lifecycie ManagernerrL Software TH Co Lid

Bangkok/ thailand 100

VA TECH Holding Thailand Co Ltd Bangkok/I Ociand 502

VA TECH TranemissionDistribution Co Ltd

.3angkokTnilarr0 100

051/AM Middle East FZE DubailUniied Arab Emirates 100

SD Middle East LLC 0ubi/Unrted Arab Emirates 492

Siemens LLC Ahu Ohabi/United Arab Emirates 49

Siemens Middle East Limited

Masdar City/United Arab Emirates 100

Siemens Middle East FZLLC Dubai/Uniled Arab Emirates 100

Siemens Ltd Ho Chi Minh Cityl Vietnam 100

Crrrtrsl Crr to rrrajsriryotvc.tsi/ rights

Control the to certractual arrarrtomerrrr

Control due Sr enorrernic cincarnstaro.es

No cerrtrol CrC ro cerrractoal Sn rrrWrrerrs or eual dcc rrrssrrnces

No s4rritcarrrirrilrrsrce die to cerirracteir arrarrgsrrrerrs or 1e5M circrrrrntrrrces

Sgrircont influence dse tO costnSctuxi arranerneno or legal circuesnarces

tiot consolidated the to immiteriaSty

rCet nccor2rrred to ring tIre erirJty rOthotI roie to irnroreriii/ty

Exemcrnica purstant to Sect/vs 2646 608

to Exemption prrOnflt to Sect/es 764/3/ Cr25

135 /1 Corte/rdatd rrrulcar Stateroerrts

136 0.1 Consolidated Statements of Income 140 0.5 Consolidated Statements of Changes in Equity

137 0.2 Consolidated Statements of Comprehensive Income 142 Notes to Consolidated Financial Statements

138 0.3 Consolidated Statements of Financial Position 232 0.7 Supervisory Board and Managing Board

139 0.4 onsolidatedStatemestsofCash Flow

239 Additional Information
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Africa 32 companies

ESTEL Rail Automation SPA Algiers Algeria 51

Stemens Saa AlgieraiAbjeuia IOU

Siemens GA Luarsda/Amrgola 51

Siemnerra Ply Ltd GaboronefBotswatra 100

NEM Energy Egypt LLC AiexandrLsEqypt 100

Siemens HeaBhcare DNgnostcs S.AE Cairoi Egypt 100

Siemens Ltd for Trading Caro/Egyut 100

Siemens lechnologies SAt Cairollgypt 90

Siemens K3Iya Ltd NairobI/Kenya 100

SCIENTIFIC MEDICAL SOLUTION DIAGNOSTICS S.AR.L

Casablanca Momocco

Siemens Plant Operations Tahaddart SARL langer/Morocco 100

Siemens GA Casablanca/Morocco 100

Siemens Lda Maputo/Mozambique 100

Siemens Pry Ltd 100

Siemens Ltd LagOs/NigerIa 100

Comas Industry Solutions Ply Lid Johnnesburg%South Africa 100

Dade Bobring South Africa IPty Lid

Randfontein iSouth Africa 100

Linacra investments Ply Ltd KenlworthISouth Africa

MacgaIt Proprietary Limited PretorialSouth Africa 180

Mamqoti Holdings Ply Ltd PretorfaiSouth Afiic 100

C/GRAM Ply Ltd Midrend/South Africa 100

Siemens Proprietary Linrte0 Midmand South Africa 70

Siemens Buildirrg Technologies Pty Lid

MidrandiSouth Africa 100

Siemens Employee Share Ownership Trust

.lohannesburgiSouth Africa

Siemens Heaithcare Diagnostics Ply Limited

sando/Souds Africa 100

Siemens Nesting Solution Pty Ltd RanclburgiSouLh Atrrca 100

Siemens IT Solutions and Services Pty Ltd

Johannesburg/South Africa 100

Siemens Ii Solutions eisd Services South Aftica Ptv Ltd

Midrand South Africa 100

Siemens Real Estate Management Ply LIst

Mtrthj5outh Africa 100

Siemerrslarrzanie Ltd Oar es Saiaam/Tanzarsia 100

Siemens GA TunisiTunisia 100

Siemens Pvt Ltd Nature/Zimbabwe 100

Austraia/New ZealandlOceans 17 companies

oMelet Auutrali Proprietary Lirrriied Sydney/Ausiralia 1001

Exemplar Health SCUH Pty Limited BayswaterlAustrelia
1001

September 30 2012 trrwryutermt

Exemplar Health SCUH Ptv Limited 1001

Exemplar Health SCUH Holdings Ply Lfrrfted

Bayswater Australia 100

Exemplar Heairl SCUH Holdings Pta Lirnitsrd

liayswateriAustralia

Exemplar Heaith SCIJH Trisi BavswateriAustraia 100

Exemplar Health SCUH Trust P.ayswateriAustralia 11/il

Kaon Consulting Pty Ltd Logarhalme

Loganboime QLO/Ausraiiu 1001

Kaor Electric PLy Ltd LgasirolrisO

j050rmoime QLOiiSuatraiLa 3001

Komr Holdings Ply ltd Logos/mime

Loganhoinle QLDiAustraiia 1001

Memr.or Australia Ply Ltd South WindsorfAustraiia 110

OSRPM Australia Ply Ltd SydneyAustralia TOO

Siertlerrs Buiidirrq Technologies Ply Ltd

Mount WavorleylAuatralia 100

Siemens Hearing rrslrurrrCrl3 Ply Ltd

BayswateriAustraiia 101

Siemens lIcE dayswatCriAustralia 100

Siemens Product t.ifecycle Management SotEwre AUS
Ply Ltd Melbourne/Australia 100

Siemens NT limited Auckland/New Zealand 110

Associated companies and joint ventures

Germany 33 companies

Advanced Power AG urd Sierrens Projecl Ventures GrnhH irr GbR

Hamburg toO

ATS Prof ekt Grevenbroich GmbH Schiittorf Schlittoct

BELLIS GmnbH Braurrsthweig
4911

ISis Bosch und Siemens Hausgetista GmoH Muirrch SO

i/WI irmformsiiionstec3rrsk GmbH Meckenheini 50

0KG Dienstleistuncjscjeselschait Kommuniketicnsanlagen

des Stadt- end Regionalve.rkehrs mbH Cologne .19

EMIS LlectmicsGmhH l.tihhenauISpreewald 49

tmlangen AG Technologie Scouting and Marketing Erlangen 32

FLAG Fertigungscenter film Eiekrmische A.nlagen Gmbl4

Erlangen 49

HANSATON Akuetik GmloH Hamburg 5011

IFTEC GmbH Co KG Leipzig
50

infineon Technologies Bipolar GmbHCo KG Warstein 40

infineon Technologies Bipolar Vemwaltungs-GmbH Warstein

nnovative Wind Concepts GmbH llusum /10

LIE VerwaltutgsGmbH Leipzig
50

Lighteycie RetouriogiSLik ursd Service GmbH Munich 47

cowcs den rem nejothy of sating rights

strl deere contractual vrma155n15rs

Control nun IC ecQIOnrOc cinUmrnsraIrces

Ne control due to coorracual urrar.gerrnernto on cool circunnrstmsces

No soifkonnnt imttuerrce thur to corra.scmumi urromnyermnntr or legal dircinrrlsturrces

Significant lo/Sescu doe to eonrmracruai umraoasmerrtu at legal d/rcuesstarces

Nut cenruolidstth due to inrnrsateniaiiry

Not acconrrteI fur using the euity rserincxi dnu to imrnuatrniuiity

Euernptioo inmsrert to Sect/mr 2646 lOt

10 Eserrstntiori pursuer to Sect/pm ow nl eac
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Sapleinber 02 2012 Equ/ty 02emO

letS

Matchinenfabrik Rrhausen GmbH Regershurg 26

MVis eastCre GrnbhCo KG Srenren 49

MeVis BreaseCare Verw turvrsyeseliscireft mbH Bremen 498

Ptikeiterapieaeutrum ci GmbHCo KG K/el 50

Power Verrr.bgensbelciligungeueseUschaft
mlnH Die Erstrs

Hamburg 800

PtA Partikaltherapiezentrurn K/el aqementGmbH Wiesbaden 5C/

Siemens Venture Capitai Fund GmbH Munich 100

Siemcns-EiectrogerEte GmbH Munich 1O0

SKAG Eurccash Munich 116

SNAG Euroirrvest Corporates Munich 22

Symeo GmbH Neubiberg 6542

T1arisrapid Irterriational Verwahcgcseilschaft mEN/I
Bet/in

Voith Hyciro HoMing GmhH ACe KG Heidenheim 35

Vol/h Hydro Ho/cling Vrwaltuncjs GmbH Heidenheirn 35

WKN AG Husum 29

Wohnen am Wedding KG THG lnsnrobilien-Fondsgcsei/schaft

mbHCo Berlin 262

Wustermark Energie 0KW BeteiiigungHGmbH Hamburg 50

Europe wthout Germany 56 companies

AHC Austrian Health Care Systems Engineering GnthH

VierirrAuslrla 33

Arelion GreEN Hagenberg im M0h/krersiAushia 258

Kompetenmantrum 0cM GmbH Dornbirn/Autria 332

Oils Eneroic NV Brussels/Belgium 50

EMGO NV Lommeliaelgium 50

TPower NV Brussels/Belgium 20

EKOLAMP seQ PragueOzech Republic 30

Meomed ste Prerov/Czech Republic 478

A2SEA A/S Fredericia/Denmark 49

Compagnie Electrique de Bietagno S.AS
PariS/France 40

Recylum Societe par
Actions Simplifi4e Paris/France 252

TRiXELISA.S Moirans/France 25

Breesea Limited London/Gmat Britain 50

Owynt Mor Offshore Wind Farm Limited

Swindon/Greet Britain 10

Heron Wind Limited London /0mw Britain 33

Lincs Renewable Energy Holdings Urrrited

London/Great Britain 50

Njord Limited London/Great Britain 33

Odes Imaging Ltd Edinburgh/Great Britain 50

Optimus Wind Limited London/Great Sri/air 50

Sspirr.her 10 20/2 EWotv rrterest

in

Pietsey Holdings Ltd Fr/flay

Surrey/Great Britain 50

Pyreos Limited Edinburgh/Great Britain 37

Sesrnos Limited Edinburgh/Great Britain 50

SMart Wind Limited London/Great Britain 50

Unincorporated Joint Van/urn Gwynt Moc

Swindon/Great Britain 106

Anakiklosi Siskevon Simetochiki 5.4 PiraerssiGreece 20

Eviop-tempo AL Electrical Equipment Manufacturers

Vasclikcin/Grrsece 4/3

Sceged Enerçjia Art Seegedil-lungery
50

Thsrtsf/me GLiB lurin/liaiy
428

iransfinia SpA Milan italy
49

Turhoserv/se Thrino SpA iltrin/Italy 50

VAL 208 Thrino GOt Milan italy

514 Ekogaisma P/ga/La/via
33

Selutionslnfrastruciure Sc vices Lhnrred Ge/re/MaiM 50

Eernsmond ErrenJie By AmuterdaruNetheriaido 50

Enterprise Networks Holdings By
Amsterdam/Netherlands 49

infraspeed Maintainance By ZoeeermeerNetherlends 46

Nokia Siemens Networks Holding By Amsterdam/Nether/ends 50

Ural Locomotives Ho/ding Bee/den Vennootschap

The HaguoiNethar/ands 50

Wirescari AS Halden/Norway 27

Wirrdirnr Polska II Sp 0.0 Kosealiri/Poland 50

MIS Metro fransportet do Sul SA Lisbon/Portugal 212

000 Northern Capital Espross

Moscow/Russian Federatrorr 250

000 Irausconverter Moscow/Russian Federal/on 35

000 VIS Automat/err mit Zusatz Ein Gerneiiischaulsunter

nobnoon von V/S urrd Siemens Moscow/Russian Federaton 49

TAO lnterautomatke Moscow/Russian Federation 46

i/AC Nuclearcontrol Moscowi Russian Federation 402

TAO Systema-Service St Petersburg/Russian Federation 26

EKOSIJ doe Ljubljana/Siovenie
2o

Merida Power S.L Madrid/Spain 500

Nertus Mantonimiento Forroviario Servrcros SA
BarcelonaiSparn 534

Scieval Renovablas S.L Seville/Spain 50

Solucia Renovables S.L. Lebrija Sevilla/Spain 50

term/ca AFAP 5.4 Villacanas/Spain 20

Certas AG Zurich Switzerland 50

irrtereosengemeirsschafi TUS MEnnedorfiSwitzorland 50

Zen/rum Oberengstr/ricjen AG Oberongstringen ISwrtaerland 42

Control tie tea majority vatirq ghts

Certrel tire to corrtractuar arrarr3ernentr

csuol we to eoerrorrrk circrrrsrrsrrvs

No rnesrrr/ de to rrrtrctral rrraerrerrs or e8l rcrmOtonrrO

No oisificrrr it-iltrence ritO rottrctMr/ arr8e5errerts or 0581 orcuroloncos

S/nif/ceot influence 50 cemrctOOi arres9OSs001 rial c/rcomsr-arces

Not cosseldated ire to mn8teri8StC

riot retorted for unirej In nqrriy rrre.t6od dun to innorenolity

Eonrrrnt/rrr p.rSOrni to Section 264 H//S

10 Exersst/os porsr2nr to Section 264 131 HoC

135 Corer//dated F/rotc/al Statenerts

136
/3.1 Consolidated Statements of Income 140 it Consolidated Statements of Changes in Equity

137 02 CorsoSdated Statements of Comprehensive Income 142 0.6 Notes to Consolidated Financial Statements

138 03 Consolidated Statements of Financial Position 232 0.7 Supervisory Board and Managing Board

139 O4 Consolidated Statements of Cash Flow

239 Additional Information
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EsS

America 18 companies

Cia TØcnica cia Engenheria Eletrica SucursM Argentina

VA TECH ARGEN11NA S.A Union trarisilona din Empresas

Buenos Aires/Argentina

CVL Coirponerstes be Vidro Lade Caçapsvs/Brsrzil

Pemopro S.A be CV Mexico City Mexico

BritePointe nc BerkeSy CA/USA

Brockton Power Company U_C Boston MA/USA

Brockton Power Holdiries Inc Boston MA/USA

Brockton Power irooert/es Inc Boston MA/USA

Cyclos Scm/conductor Inc Llerseley CAIUSA

Ph5Th LLC New sde DE/USA

Power Properties Inc Boston MA USA

Reactive Nanolechnologies Inc Hunt Vaiey MD/USA

Rather networks nc Centerear.h NY/USA

Sernprus nc Durham NC/USA

Siemens First Capital Commercial Pittance LLC

Oklahoma City 0K/USA 51

Trealed Weter Outsourcing LV Narjssrviile /L1USA 50

VIeo SyivaniS L1.C Seymour IN/USA 51

Zargis
Medical Corp Princeton NI/USA 25

Innovex Capital En 1ecno/ogis CA
Caracas/Vssneuuela 206

Asia 32 companies

Oil and Gas ProServ 00 BukulAzerhaijan 258

Chinalnvent Shanghai Instrument Co l.td Shanghai/China 306

FCE Beijing Heat Treatment Technology Co ltd

BeijingiChine
308

Fohan ElettiicinI and LiglrLing Co Ltd Foshars/Chins 136

DSP China Technology Co. Ltd Besting/China 50

Guangzhou Morgan Seals Co Ltd Geangzhou/Chinu 50

OSRAM China Fluoresceni Materials Co Ltd Thing/China 50

ROSE Power Transmission Technology Co. Ltd .Anshan/China 50

Se/tong Railway Electrification Nanjirig Co. Ltd

Naming/China 508

September re 2012 EqUity interOst

illS

Shanghai Electric Power Generation Equipment Co Ltd

Shanghai/China 40

49

50

50

Shanghai E/ectric Wind Energy Co Ltd ShurtghailCluna

Siemens Tract/ott Equ/pme0 Ltd. Zhuuhou Z/suzl C/sin

50 Siteco Prosperity Lighting Lung Fsncj Co Ltd Lang Fang/China

252 Zhenjieng Siernets Busbar Trcrnkng Systems Co Ltd

Yanqohong/China 50

23 051/AM Prosperity Company Ltd Hong Kong/Hong Kong 50

25 Banqalore International Airport Ltd ltangaiuru//ndia 26

2t23 PT Jawa Power Jakarta llndorsesie 50

41 PT As/a Care Indonesia .Iakarta//rsdorsesia 40

33 LAMP NOOR P.J.S Co Ssvehiiren 202

252 Arava Power Compass Ltd U.N EEotllsrael 406

21 Global Sun Israel L.P ON ElIot/Israel 36

30 Metropolitan Transportation Solutions Ltd Roth HaAy/n//srael
208

21 Negee Energy ...Ashaiirn T/sermo-Soler Ltd Airport City/Israel
50

Knto Hocisouki Co. Ltd ibarssgi/Japarr 258

Kikosrto Suudarsshiisu Co Ltd Toorsigilispart 512

Koden Co Ltd Hirohima/Jpsrr 432

Yaskawa Sisrnsnn Automation Drives Corp

K/takyushu/Japan 50

Tam/s Zhoi Electrification 13.15 Astane/Kazakhstars 49

Rouse/s Pakistan Power Ltd Karachi/Pakistan 26

Power Automation Pts Ltd Singapore/Singapore 49

Modern Engineering and Consultants Co Ltd

Bangkok/Thailand 406

Siemens Transformers L.L.C Abu Dhah//United Arab Emirates 49

Africa companies

Energie Electrique de Tahaddart S.A Tang.sr/Morocco 20

VOEST-ALPINE Technical Services LId Abuju/Nigeria 408

lrnpilo Consortium Pty Ltd. La Lucia/South Africa 31

AustraIia/4ew Zealand/Oceans companies

Exemplar Health SCUH Partnership SydneylAussralia 50

31041/ Ply Ltd Mount WaverleylAustralia 50

Control duets 108/Cdt5 of narie rights

Crsrrtrmsl due 50 contractual urturrserrnrrrs

Control dtte to trcorrts.tric cimcomsUurrces

No untrod duels wrssracwul urrur9Oments tsr luul crcurrsrarrce.s

No siqnificurst intruerrce dw to costructuar urtnnqsnenO or eu5 circumstuCceO

Skjnifiw In rrfitenor due to ccntractuui .srrarsgumrnts or legsi circuesseurces

Not ccrrsulidre.5 rirte to irr.mumesiuiky

Not uccourted tot
crsitrrg

the
eQuity rnsrlrod du ts lrtrrruteriuiity

Eersrrsrst.trs Otrsuar.trrt 5cc rn 264 is 5505

10 ExIrrsptres pursu.sme is Suction 2554 13/ 5515
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CoOrul due to mojmity of utios dlttc

Corruol due to contru.toul urraugumeots

CorOot due to economic circumstances

No coratrot clue to catrsctuat arrangeasOnto or egat circerostantet

No srrmticvrst efluene rue to ccr tracts anueqomosto or ogi circumstarces

Siqrilicurr rrfoercce doe to actual rut Crrteots rat 550 trrssturces

Not cotuol due to amaterluitty

Not ar.coco ted for using Ste story method clue cu mater 8y

Exemutkrs oufsr root to bection 264 HOC

19 cemptlcs rsursocrL to Secdon 264 5401

Ii Values accordorq to the totest atabe lca OMP lirsurrcv Otatemersto

the uedoslyirrq local year tray dyfer from the Siertserrs tltcl yeac

Septonbet 11 2012 Equdy merest Net trcoete to EquIty itt

to urtirorts trullrurrss of

Other investmentst

Germany companies

Auobiduneszentrum Or TenOn/k lnfotrntotovetar be/lung utid Wlrtschit
genteinni/toige

GmbH ATIW Pdorbcrrn lOo

3OMA Vetwitunggetelisctait rrsUH Co KG GrOtiwald lOO 46 46

BSAV Kepitalbeieitguttyen und Vom6gensvcrwaltclrtg Mactagemeni ricOH Gr6ttwld 1004.u 29

Kyros Eetecligunghverwaittmg GmOH Crunwaid oo 237

MAENA GrundstUckc-Verwaftungsqesedochaft mOld Co KG Gtdinwald 97 202 203

Rca/time Techno/ogyAG Munich 29

Sietnens Pensiortsionds AG Grdrtwald i00

SietttonsVertture CupliSi Fund GrrbH EL Munich bOut

SIM Grutrdst6c.kt.verwutungs und hotohiqunnsGtnbH Mutrinh 100 13

Europe without Germany companies

AtosS.A lbszonsCedecFrancc 15 183 2329

Medical Systems SpA Genoaltaly 455 10 72

Corporate XII S.A SiCAVFIS Luxemhouog/tuxenbourg 1O0 160 6549

America companies

Middle East Opporturilies Fund SPC cOo Soiar Enetgy Segregated PortFolio Gorruo Tctwrt/Caynran Islands 42

CoreLabs Inc P0llcetOfl NI/USA 35

Global Healthcars Exchange LL.C Westminster CO/USA 212

BAHN Corporation Salt Lake City UN/USA 34

This is translation of the German Konzernabschluss gemai3

315a HGB der Siemens AG zum 30 September 2012 Sole

authoritative and universally valid version is the German Ian

guage document

135 Corrsoidat5 Pounds Stterool

136 tl.t Consolidated Statements of Income 140 Consolidated Statensents of Changes in Equity

137 0.2 consolidated Statements of Comprehensive Income 142 06 Notes to consolidated Financial Statements

138 0.3 cossolidated Statements of Financial Position 232 0.7 Supensisory aoard and Managing foard

139 0.4 consolidated Statements of cash Flow

239 Additional Information
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DJ SUPERVISORY BOARD AND MANAGING BOARD

D.7.1 Supervisory Board

Gerhard Cromme Dr iur

Chairman

Chairman of the Supervisory Boards

of Siemens AG and ThyssenKrupp AG

Date of birth February 25 1943

Member since January23 2003

External positions

German supervisory board positions

Axel Springer AG Berlin

until April2013

ThyssenKrupp AG Duisburg and

Essen Chairman

Positions outside Germany

Compagnie de Saint-Gohain S.A.

France until June 2013

Berthold Huber

First Deputy Chairman

First Chairman Metall

Date of birth February 15 1950

Member since July 12004

External positions

German supervisory board positions

Audi AG lngolstadt

Deputy Chairman

Porsche Automobil Holding SE

Stuttgart

Volkswagen AG Wolfsburg

Deputy Chairman

Josef Ackermann Dr oec

Second Deputy Chairman

Chairman of the Board of Directors

Zurich Insurance Group AG

Date of birth February 1948

Member since January 23 2003

External positions

Positions outside Germany

Belenos Clean Power Holding AG
Switzerland Deputy Chairman

Investor AB Sweden

Royal Dutch Shell plc Netherlands

Zurich Insurance Group AG
Switzerland Chairman

Zurich Versicherungs

Gesellschaft AG Switzerland

Chairman

Lothar Ader

Chairman of the Central Works

Council Siemens AG

Date of birth
February 22 1949

Member since January 23 2003

Jean-Louis Beffa

Honorary Chairman of

Compagnie tie Saint-Gobain

Date of birth August 11 1941

Member since January 24 2008

External positions

Positions outside Germany

Claude Bernard Participations

S.A.S France Chairman

GDF SUEZ S.A France

Groupe Bruxelles Lambert Belgium

J128 Conseils France Chairman

La Monde S.A France

Le Monde Partenaires

AssociØs S.A.S France

Saint-Gobain Corporation USA

SociØtØ Editrice du Monde S.A

France

Gerd von Brandenstein

Member of the Supervisory Boards

of Siemens AG and degewo AG

Date of birth April 1942

Member since January 24 2008

External positions

German supervisory board positions

degewo AG Berlin

Michael Diekmann

Chairman of the Board

of Management Allianz SE

Date of birth December 23 1954

Member since January 242008

External positions

German supervisory board positions

Allianz Asset Management AG

Chairman Munich

Allianz Deutschlancl AG Munich

BASE SE Ludwigshafen am Rhein

Deputy Chairman

Linde AG Munich

Deputy Chairman

Positions outside Germany

Allianz France SA France

Deputy Chairman

Allianz SpA Italy

Hans Michael Gaul Dr iur

Supervisory board member

Date of birth March 21942

Member since January 242008

External positions

German supervisory board positions

BDO AG Wirtschaftsprufungs

gesellschaft Hamburg

Deputy Chairman

Evonik Industries AG Essen

EWE AG Oldenburg

until October 29 2012

HSBC Trinkaus Burkhardt AG
Düsseldorf

Peter Gruss Prof Dr rer nat

President Max-Planck-Gesellschaft

zur Forderung tier Wissenschaften e.V

Date of birth June 281949

Member since January 24 2008

External positions

German supervisory board positions

MOnchener Ruckversicherungs

Gesellschaft Aktiengesellschaft

ri MOnchen Munich

Positions outside Germany

Actelion Ltd. Switzerland

Bettina Haller

Chairwoman of the Combine Works

Council Siemens AG

Date of birth March 141959

Member since April 12007

Hans-Jürgen Hartung

Chairman of the Works Council

Siemens Energy Sector Erlangen

Germany

Date of birth March10 1952

Member since January 27 2009

Haraki Kern

Chairman of the

Siemens Europe Committee

Date of birth March16 1960

Meather since January 24 2008

Jiirgen Kerner

Executive Managing Board

Member lG Metall

Date of birth January 221969

Member since January 25 2012

External positions

German supervisory board positions

MAN SE Munich

Premium Aerotec GmbH Augsburg

Deputy Chairman

To our Shareholders
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Nicola Leibinqer-Kammülier Rainer Sieg Dr iur

Dr phil Chairman of the Committee of

President and Chairwoman Spokespersons Siemens Group

of the Managing Board Chairman of the Central Committee

TRUMPF GrnbH Co KG of Spokespersons Siemens AG

Date of birth December 151959
Date of birth December 20 1948

Member since January 24 2008
Member since January 242008

External positions

German supervisory board positions Birgit Steinborn

Axel Springer AG Berlin

Deputy Chairwoman of the

Deutsche Lufthansa AG Cologne
Central Works Council Siemens AG

Voith GmbH Heidenheim

Date of birth March 261960

Member since January 24 2008

Werner Mönius

Chairman of the Works Council
Lord lain Valiance of Tummel

Siemens Healthcare Sector

Erlangen Germany Chairman Amsphere Ltd

Date of birth May 161954 Date of birth May 20 1943

Member since January 24 2008 Member since January 23 2003

Hâkan Samuelsson SibyUe Wankel

President and CEO Volvo Car Attorney Bavarian Regional

Corporation since October 19 2012 Headquarters IG Metall

Date of birth March 191951 Date of birth March 31964

Member since January 24 2008 Member since April 2009

External positions
External positions

German
supervisory

board positions
German supervisory board positions

Scandferries Holding GmbH Vaillant GmbH Remscheid

Rostock Chairman1

Scandlines GmbH Rostock

Chairman

Positions outside Germany

Volvo Car Corporation Sweden

Dieter Scheitor

until January 24 2012

Physicist

IG Metall headquarters

Inactive phase of part-time

pre-retirement scheme

Date of birth November 231950

Member since January 25 2007

The
Supervisory Board of Siemens AG has 20 members As stipulated by

the German Godeterminstion

Act half of the members represent Company shareholders and half represent Company employees TIre

shareholder representatives were elected at the Annual Shareholders Meeting on January 24 2008 end

the employee representatives whose names are marked with an asterisk either wore elected irs

accordanc.e with the provisions of th Gerrrssrr Codtitermiriation Act on September 27 2007 effective as

of the end of the Annual Shareholders Meeting on January 24 2008 or replsced an emploYee represen

tative who had resigned from the Supervisory Board The present Supervisory Boards term of office will

expire at the conclusion of the Annual Shareholders Meeting on January 23 2013

Advisory board as comiparabie rupereisery body

As of September 302012
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D.7.1.1 SUPERVISORY BOARD COMMITTEES

The Supervisory Board of Siemens AG has established six

standing committees Information on their activities in fiscal

2012 is provided in nra REPORT OF THE sUPERvtsoRY ROARO

PAGES 1215 above

Committees Meetings Duties and
responsibilities Members

in fiscal 2012 as of September 30 2012

Chairmans The Chairmans Committee deals in particular with matters Gerhard Cronimo Dr un

Committee dii concerning the Managing Board The Committee makes rec- fChairman

notational voting
ornmendations to the full Supervisory Board on the appoint Lothar Adler

merit and revocation of the appointment of Managing Board
Josef Ackermann Dr 0cc

circulations
members tanules the employment contracts or Managing
Board members end prepares the Supervisory Boards decision Berthoid Huoor

regarding Managing Board compensation and its review of

the system of Managing Board compensation The Chairmans

Committee concerns itself with issues relating to corporate

governance at the Company and prepares the Supervisory

Boards decision regarding the Declaration of Conformity with

the German Corporate Governance Code In addition the

Committee makes recommendations to the full Supervisory

Board on the composition of Supervisory Board committees

and decides whether to approve business transactions with

Managing Board members nd parties related to them

Audit The Audit Committees duties include in particular preparing Hans Michael Gaul Dr iur

Committee Supervisory Board reviews of the Annual Financial Statements Chairman

of Siemens AG arid of the Consolidated Financial Statements
Gerhard Cromme Dr iur

of Siemens worldwide The Committee also discusses the

Companys quarterly reports and half-year financial reports

Betina Haler

liaises with the independent auditors particularly with regard JDrgen Kerner

to awarding the audit contract defining the focal points of the
Birgit Steinbomn

audit determining the auditors fee and ensurinq their mdc
Lord lain Lahance Tummel

pendence and monitors the effectiveness of the Companys
internal control system risk rnanaqemerrt system and internal

audit system

CompUance The Compliance Conimittee concerns itself with the Companys Gerherd Cromme Dr iur

Committee adherence to statutory provisions official regulations and Chatman

internal Company policies Lothar Adler

Hans Michael Gaul Dr iur

Bettina Halter

Lord lain Valance of Tummel

Sibyle Wankel

pm hvw t55t-0dm nw mw

Srcck crroretor Act Akivngvreti
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Committees Meetings Duties and responsibilities Members

in fiscal 2012 as of September 30 2012

Finance and Th.e duties of the Finance and Investment Committee include Gerhard Cromme Dr iur

Investment decibons by
laying the groundwork on the basis of the Companys overaU Chairman

Committee notational strategy which is the subject of an annual strategy meeting of Luther Adler

the Sunervisory Board for the Supervisory Boards nego-9 Jean-Lows Betfa

wrcten
tumuons and decisions regarding the Companys firianoal

circulations
situation and structure its investments in proDerty plant and Cord von Brandenstein

equipment and its financial investnlnts In addition the Corn JUrgen Kerner

mittee decides on behalf of the Supervisory Board whether to
Werner Monius

approve busruess trensactrons rsqumnnq Supervisory Board

approval that have value of less than 600 million It also
Hkan Sarnuelsson

exercises the Supervisory Boards rightt under Section 32 of
Birgit

Steinhomn

the German Codeterrnination Act to make decisions regarding

the exercise of ownership rights resulting from interests in

other companies Decisions of the Finance and Investment

Committee under Section 32 of the Act are made only by the

Committees shareholder representatives

Nominating The Nominating Committee makes recommendatiorms to the Gerhard Cronirne Dr or

Committee Supervisory Boards shareholder representatives regarding Chairrrarr

the candidates for the office of Supervisory Board shareholder
Josef Ackermann Dr oec

representative to be proposed for election by the Annual

Shareholders Meeting
Hans Michael Gaul Dr rim

Mediation The Mediation Committee whose establishment is mandate- Gerhard Crornme Dr icr

Committee ry under Geirnan law makes recommendafions to the Super- Chairman

under Section 27 visory Board regarding the appointment and revocation of the Josef Ackermann Dr 0cc

para and Section
appointment of Managing Board members if the Supervisory

Lothar Adler
Board has not approved these appointments and br revo

31 para and catians by the required two--thirds majority on the first vote Bercliold i-luber

of the German

Codetermination

Act

Further information on corporate governance at Siemens is available at

www.SIEMEN5.COM/C0RPORATE-I3OVERNANCE
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117.2 Managing Board

Peter Läscher

President and Chief Executive Officer

Siemens AG

Date of birth September 17 1957

First appointed July 12007

Term expires March 31 2017

External positions

German supervisory board positions

Deutsche Bank AG
Frankfurt am Main

MDnchener RGckversicherungs

Gesellschaft Aktiengesellschaft

in Miinchen Munich

Positions outside Germany

TBG Limited Malta

Thyssen-Bornemisza Group

Roand Busch Dr rer flat

Date of birth November 22 1964

First appointed April 2011

Term expires March 31 2016

External positions

Positions outside Germany

AtosS.A France

Group Company positions

German supervisory board positions

OSRAM AG Munich

Positions outside Germany

Siemens Industry Inc USA

Siemens Ltd. China Chairman

Siemens Ltd India

Siemens Pte Ltd. Singapore

Siemens Schweiz AG Switzerland

Chairman

Brigitte Ederer

Date of birth February 271956

First appointed July 12010

Term expires June 30 2015

External positions

German supervisory board positions

Jenoptik AG Jena

Positions outside Germany

Boehringer Ingeiheirn RCV GmbH
Austria

lsterreichische Industrieholding

AG OIAG Austria

Group Company positions

Positions outside Germany

Siemens AG Osterreich Austria

Chairwoman

Siemens France Holding S.A.S

France

Siemens Holding S.p.A Italy

Deputy Chairwoman

Siemens Holdings plc UK

Siemens Nederland NV.

Netherlands Chairwoman

Siemens S.A Spain Chairwoman

Siemens Sanayi ye Ticaret AS
Turkey

Siemens S.p.A Italy

Deputy Chairwoman

Klaus Helmrich

Date of birth May 24 1958

First appointed April 2011

Term expires March 31 2016

External positions

German supervisory board positions

EOS Holding AG Krailling

Group Company positions

German supervisory
board positions

BSH Bosch und Siemens

Hausger3te GmbH Munich

Positions outside Germany

Siemens Technology and Services

Private Ltd India Chairman

Joe Kaeser

Date of birth June 23 1957

First appointed May 12006

Term expires March 31 2016

External positions

German supervisory board positions

Allianz Deutschland AG Munich

Positions outside Germany

NXP Semiconductors B.V

Netherlands

Group Company positions

German supervisory board positions

BSI-I Bosch und Siemens

Hausgerªte GmbH Munich

Chairman

OSRAM AG1 Munich

Positions outside Germany

Nokia Siemens Networks By
Netherlands

Siemens AG Osterreich Austria

Siemens Corp. USA

Deputy Chairman

Siemens Ltd India

Barbara Kux

Date of birth February 26 1954

First appointed November17 2008

Term expires November16 2013

External positions

Positions outside Germany

Total S.A. France

Group Company positions

Positions outside Germany

Nokia Siemens Networks By
Netherlands

Hermann Requardt

Prof Dr phil flat

Date of birth February 11 1955

First appointed May 12006

Term expires March 31 2016

External positions

German supervisory board positions

Software AG Darmstadt

Group Company positions

German supervisory board positions

OSRAM AG Munich

Positions outside Germany

Siemens Healthcare

Diagnostics Inc USA

Siemens Japan Holding K.K.

Japan Chairman
Siemens Japan K.K Japan

Chairman

Siemens Medical Solutions USA Inc

USA Chairman
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Siegfried Russwurm Mkhae Süt3 Dr rer pol

Prof Dr.ing Date of birth December 251963

Date of birth June 27 1963
First appointed April 2011

First appointed January 12008 Term expires March 312016

Term expires
March 31 2017 External positions

External positions German supervisory board positions

German supervisory board positions
Herrenknecht AG Schwanau

Deutsche Messe AG Hanover KION Group GmbH Wiesbaden

KION Holding GmbH Wiesbaden

Group Company positions

German supervisory board positions

BSH 8osch und Siemens

Hausgeräte GmbH Munich

OSRAM AG Munich

Chairman

Positions outside Germany

Arabia Electric Ltd Equipment
Saudi Arabia Deputy Chairman

Siemens Industry Inc USA

Chairman

Siemens Ltd China

Siemens Ltd Saudi Arabia

Deputy Chairman

Siemens Ltd South Africa

Chairman

Siemens Middle East FZLLC

United Arab Emirates

Siemen5 VAI Metals Technologies

GmbH Austria

VATECHTDC0.Ltd
Saudi Arabia

Peter Solmssen

Date of birth January 24 1955

First appointed October 12007

Term expires March 31 20172

Group Company positions

German supervisory
boerd positions

OSRAM AG Munich

Positions outside Germany

Nokia Siemens Networks By
Netherlands

Siemens Corp. USA Chairman

Siemens S.A Colombia

Chairman

or of October 25 7012 OSSAM ICH

robs wappoirrtments are effected oatrf the compbdfo.rs or the 60th yew
of life oLv

however with the praviro that shed sire eterrded for lb year are tirrre urrtii total

maximars tiveyeas term provided that wither sire member of the Marsarr eoard rrvr

the Supervisory tosrd objects

As of September 30 2012
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D.7.2.1 MANAGING BOARD COMMITTEES

Commfttee Meetings in Duties and responsibilities Members

fiscal year 2012 as of September 30 2012

Equity and Employee decisions by This committee oversees the uhiization of euthc.ned caprtal Peter LôscIler

Stock Committee notational voting in connection with the issuance of employee stock as well Chairman

using written as the implementation of various capital measures It Sf50 Joe Kaeser

circulations determines the scope and conditions ot the stockbased

Brrgrtto Edorer

compensaoon components anc for compensation programs

offered to employees and managers exdudirg the Managing

Eoard

Further information on corporate qoveniance at Siemens is available at

ci WWWSIEMENS.COMCORPORATEGOVERNANCE
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El RESPONSIBILITY STATEMENT

To the best of our knowledge and in accordance with the

applicable reporting principles the Consolidated Financial

Statements give true and fair view of the assets liabilities

financial position and profit or loss of the group and the

Group Management Report which has been combined with

Munich November 21 2012

the Management Report for Siemens Aktiengesellschaft

includes fair review of the development and performance of

the business and the position of the group together with

description of the material opportunities and risks associated

with the expected development of the group

Siemens Aktiengesellschaft

The Managing Board

Peter Löscher Dr Roland Busch

Barbara Kux

hB

Prof Dr Hermann Requardt

Klaus Helmrich

Progfried
Russwurm
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E2 INDEPENDENT AUDITORS REPORT

To Siemens Aktiengesellschaft Berlin and Munich

REPORT ON THE CONSOLIDATED FINANCIAL

STATEM ENTS

We have audited the accompanying consolidated financial

statements of Siemens Aktiengesellschaft Munich and Berlin

and its subsidiaries which comprise the consolidated state

ments of income comprehensive income financial position

cash flow and changes in equity and notes to the consolidated

financial statements for the business year from October 2011

to September 30 2012

Managements Responsibility for the

Consolidated Financial Statements

The management of Siemens Aktiengesellschaft is responsi

ble for the preparation of these consolidated financial state

ments This responsibility includes preparing these consoli

dated financial statements in accordance with International

Financial Reporting Standards IFRS as adopted by the

European Union EU the supplementary requirements of

German law pursuant to Sec 315a 11GB

buch German Commercial Code and full IFRS as issued by

the International Accounting Standards Board IASB to give

true and fair view of the net assets financial position and

results of operations of the group in accordance with these

requirements The companys management is also responsi

ble for the internal controls that management determines are

necessary to enable the preparation of consolidated financial

statements that are free from material misstatement whether

due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these consolidat

ed financial statements based on our audit We conducted our

audit in accordance with Sec 317 11GB and German generally

accepted standards for the audit of financial statements pro

mulgated by the Institut der Wirtschaftsprüfer of

Public Auditors in Germany IDW as well as in supplementary

compliance with International Standards on Auditing ISA

Accordingly we are required to comply with ethical require

ments and plan and perform the audit to obtain reasonable as

surance about whether the consolidated financial statements

are free from material misstatement

An audit involves performing audit procedures to obtain audit

evidence about the amounts and disclosures in the consolidat

ed financial statements The selection of audit procedures de

pends on the auditors professional judgment This includes

the assessment of the risks of material misstatement of the

consolidated financial statements whether due to fraud or er

ror In assessing those risks the auditor considers the internal

control system relevant to the entitys preparation of the con

solidated financial statements that give true and fair view

The aim of this is to plan and perform audit procedures that

are appropriate in the given circumstances but not for the pur

pose of expressing an opinion on the effectiveness of the

groups internal control system An audit also includes evaluat

ing the appropriateness of accounting policies used and the

reasonableness of accounting estimates made by manage

ment as well as evaluating the overall presentation of the

consolidated financial statements

We believe that the audit evidence we have obtained is suffi

cient and appropriate to provide basis for our audit opinion

Audit Opinion

Pursuant to Sec 322 Sentence 11GB we state that our

audit of the consolidated financial statements has not led to

any reservations

In our opinion based on the findings of our audit the consoli

dated financial statements comply in all material respects with

IFRS as adopted by the EU the supplementary requirements of

German commercial law pursuant to Sec 315a 11GB and full

IFRS as issued by the IASB and give true and fair view of the

net assets and financial position of the Group as at September 30

2012 as well as the results of operations for the business year

then ended in accordance with these requirements
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REPORT ON THE GROUP MANAGEMENT REPORT

We have audited the accompanying group management

report which is combined with the management report

of Siemens Aktiengesellschaft for the business year from

October 2011 to September 30 2012 The management of the

company is responsible for the preparation of the group man

agement report in compliance with the applicable require

ments of German commercial law pursuant to Sec 315a

HGB We are required to conduct our audit in accordance with

Sec 317 HGB and German generally accepted standards for

the audit of the group management report promulgated by the

IDW Accordingly we are required to plan and perform the

audit of the group management report to obtain reasonable

assurance about whether the
group management report is

consistent with the consolidated financial statements and the

audit findings and as whole provides suitable view of the

Groups position and suitably presents the opportunities and

risks of future development

Pursuant to Sec 322 Sentence HGB we state that our audit

of the group management report has not led to any reservations

In our opinion based on the findings of our audit of the con

solidated financial statements and group management report

the group management report is consistent with the consoli

dated financial statements and as whole provides suitable

view of the Groups position and suitably presents the opportu

nities and risks of future development

Munich November 21 2012

Ernst Young GmbH

Wirtschaftsprufungsgesellschaft

Krärnmer

WirtschaftsprUfer

Public Auditorl

Prof Dr Hayn

Wirtschaftsprufer

Public Auditor

To our 5harehoders

242

21 Corporate Governance 49 Combined Management Report



E3 STATEMENT OF THE MANAGING BOARD

The Managing Board of Siemens Aktiengesellschaft is responsi

ble for preparing the Consolidated Financial Statements and the

Group Management Report The Consolidated Financial State

ments have been prepared in accordance with International Fi

nancial Reporting Standards JFRS as adopted by the European

Union as well as with the additional requirements set forth in

Section 315a of the German Commercial Code 1-landeisge-

setzbuch The financial statements are also in accordance with

IFRS as issued by the International Accounting Standards Board

IASB The Group Management Report is consistent with the

Consolidated Financial Statements and is combined with the

Management Report of Siemens Aktiengesellschaft

Siemens employs extensive internal controls company-wide

uniform reporting guidelines and additional measures in

cluding employee training and continuing education with

the intention that the Consolidated Financial Statements and

the Group Management Report are conducted correctly and

in accordance with the applicable legal requirements Mem
bers of the management of the Sectors Divisions Financial

Services Cross-Sector Services Regional Clusters and certain

Corporate Units supported by certifications of management

of entities under their responsibility have confirmed to us the

Munich November 28 2012

correctness of the financial data they have reported to

Siemens corporate headquarters and the effectiveness of the

related control systems Compliance with the guidelines as

well as the reliability
and effectiveness of the control systems

are continuously examined by Internal Corporate Audit

throughout the Siemens Group Our risk management sys

tem complies with the requirements of the German Corpora

tion Act Aktiengesetz Our risk management system is de

signed to enable the Managing Board to recognize potential

risks early on and initiate timely countermeasures

In accordance with the resolution adopted at the Annual

Shareholders Meeting Ernst Yourig GmbH Wirtschafts

prufungsgesellschaft has audited the Consolidated Financial

Statements and Group Management Report which is com

bined with the Management Report of Siemens Aktiengesell

schaft and issued an unqualified opinion Together with the

independent auditors the Supervisory Board has thoroughly

examined the Consolidated Financial Statements the Group

Management Report and the rndependent Auditors Report

The result of this examination is included in the Report of the

Supervisory Board a.i ma FINANCIAL SECTJON OF THIS

ANNUAL REPORT

The Managing Board

Peter Löscher Dr Roland Busch

Barbara Kux

2hB

Prof Dr Hermann Requardt

ctJJkJ
Klaus Helmrich
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Revenue and earnings in miflions of 2c02 2011 2010 2003 2008

Revenue 78296 73275 68828 70053 69577

Gross profit 22204 22229 20012 1910 18979

Income from conthiuinq operations 5184 1376 i329 253 1.5/4

Net income 490 6321 .068 2/97 5866

Assets liabilities and equity in miilions of 2012 201 20 2009 2Cu8

Current assetS 52129 52.542 501/9 4408/ 13 86

Current liabilities 42637 3560 0610 36510 4212

Debt 20707 0/940 12913 i96j8 16.0/9

Long-term debt 16880 14280 17.49/ 18940 14268

Net debt 9292 4995 560 909 9034

Pensiors piarra arid sirniIarccsmmilrrsonts 9926 7307 8464 0238 4361

Equity iriduding rerr-ccritroAnq interests 31302 32156 29096 27287 2/380

ass percentacie
of total esters 29 sI iS 29

ibtal assets 208282 05243 102827 t9L6 94453

Cash flows in millions of 61 202 20
.stO 2009 20u8

Net cash provided by used in operating activities contirsuing operations 6996 8081 9055 623o 8169

AinortOatron depreciation and impairments 2744 243/ 2568 2.395 2/11

Net cash provided by used ml investing activIdos
continuing operstions 5034 2739 2010 2588 9.082

Additions to intangible asset.s and property pant and equipment 2206 2163 1939 59 Ista

Net cash provided by used in financIng
activities continuing operations 3591 7062 3189 344 3935

Net 050010 decrease in casts and cal1 equivalerila 1561 1715 4023 325 1s89

Ftee cash flow continuing operations 790 518 7116 4087 5773

Employees continuing operations1 2012 2011 2010 2009 2008

Employees September 30 in thousands 370 st59 335 333 346

Stock market information in unless otherwise stated 202 2011 2010 2008 2008

Dcssic earnings per share from continuing operations1 5.77 8.23 4.88 2.70 1.60

Diluted earnings per
here from continuing operslions1 5.71 8.14 4.75 2.67 1.60

Dividend per share 300k 00 2.70 1.60 1.60

Stock
price_range_Xetrs_nosing_price

High 7971 9938 7937 66.45 108.86

1.0w 6306 64.45 60.20 35.52 64.91

Fiscal year-end 77.61 68 12 7L43 63.28 65.75

Performance of Siemens
snares_year-over-yesr_in_percenitisge_points

CcrnpCleU to DAX 12.57 17 15.53 2.24 4.68

Compared to MSCI World 301 5.16 18.53 1.86 4.46

Number of shares issued September30 in rnsiltons 881 914 914 914 914

Market capitalization in millions of 66455 59554 67.350 54827 56647

Credit
rating 009-term debt

StandardPoors A- AA

Moodss Investors Service Aa3 Al Al Al Al

E4 FIVE-YEAR SUMMARY

5530009 SCtivdies classifieS as rriscorrtinued operations prim porimjs are presented Amertizaticol depreciation cad irlipSrr50e55 contaers aroOrtiratien asS imsairmersts

so comparable basis net of reversals of impairments of ifltarrrbie assets O1h5r Sloan 900dwslf as well as

0t stahl rosairs trr 501St debt lass renal liquidity Tsnsi dels coraprisrrs shoscrarnr
and impsirmanrs of

prsperty plant sod uqs/prsost sot of reuersais of

debtarrd csrrrsnr matsrntsea of tong-term dear as well as errs-term SeCt Total iqundity

rrnpoirmersts

compress cstsh end cash essriaalorrts asmolt aravailable-for.salellsarcial assert tcsren9 To be preesed 50 the Aneuat Shareholders MacImp

On the frasis of
eststandirr1 shores
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Qurter1y data in Ubre ot
2012 Quciter Qrtec Querier Qrtrn

Rviut 78 296 21 703 19 C02 19 235 17 85b

Net 710712 4590 1268 850 1015 1457

Quarterly date in rrlliiure 2011 Quarter Quarter Quarter Qarter

Revenue 73275 20285 17782 17633 17575

Net inCome 6321 1233 501 2836 1753

Reyeruirrg auivities iiiv-i SIC dorirrued rrperatiuns Cr1ur iads are preeentrrd err rmp rirle Irarrlr
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E5 GLOSSARY

Adjusted EBITDA Abbreviation for adjusted Earnings before

ntsrrest taxes deprecatron antI amorti

Cation Siemens defines adjusted EBITDA on

group level as Income from continuing

operations before income taxes ass Other

financial income expense net less inter

est exoense less interest income as wet

as ess Income loss from investments

accounted for using the equity method net

adjusted PErt before amortization and

depreciation and imparment of property

plant and equipment and goodwill

American Depositary US dollar-denominated certificate issued

Shares ADSsI by U.S bank representing share of for-

American Depositary eign-besed company available for purchase

Receipts on an American stock eschange The entire

issuance is relied an Ametican Depositary

Receipt ADR and the individual shares are

referred to as ADSs

Asset management The process of managing and controlling

corporate assets in order to enhance opera

tronal efficiency in using Lhose assets in

business operations

Captive finance unit financial services unit organized as busi

ness within an industrial enterprise that

offers financial SOlutions primarily to custom

ers of the operating units of that enterprise

Cash conversion Ratio of Free cash flow to Income

rate

Comfort letter written statement prepared by an ind

pendent auditor which expresses an opinion

on the results of certain audrt procedures

Commercial paper Short-tsrrrr debt instruments in the Form of

bearer bonds issued in the rnonsry market

by companies with strong credit ratings

Commercial Paper Program for the issuance of commercial paper

Program 51-st can be drawn in different currencies

Compliance Compliance with laws as well as with external

and internal guidance or codes of conduct.

Corporate Treasury corporate unit responsible for the financial

management particuiariv relating to the

licruidity and cash management as well as the

financial risk management

Derivatives/Derivative An instrument that derives its value from

financial instruments that of an underlying
instrument or index

is settled at future date and requires no

or relatively low initial investment

Discontinued operations component of an entity that either hiss

been disposed of or is classified as held

for sale and represents separate major tires

of business or geographical area of opera-

dons is part of single coordinated plan to

dispose of separate major line of business

or geographical area of operations or isS

subsidiary acctuirod exclusively with view

to resaie

It

Emerging market Econorries that do not form part of the

economies industrisiized economies Siemens defines

emerging market countries by means of

neqarive delimitation from developed

economies in accordance with the definition

by the litter natiorral Monetary Fund IMP

Free cash flow mnessurrs of operative cash generation

Siemens defines Free cash flow as inflows

and outflows of cash and cash equivalents

provided by used in operating activities

less cash outflows for additions to intangible

assets arid property plant and equipment

Functional costs Functional costs comprise Cost of goods

sold and services rendered Research and

development expenses and Marketing

selling and general administrative expenses

German Corporate Essential statutory regulations for ho

Governance Code management and supervision of German

listed companies It contains nterrraio-

nai-ly and nationally recognized standards

for good and responsible governance

Hybrid bond corporate bond that due to its character

istic.s such as long maturity slate arid sub

ordination bears the character of both debt

and equity
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Medium Term kind of framework agreement between

Notes Program conspanies and traders Qf notes usuady

banks enabling company to issue sects

rides in Use capital market under prede

termined terms and conditions thus provid

ing ilexihfity in sasrng debt within
very

short period of rime

Operating TIse net anseunt oi irweniosies ieas advarce

net working capital paynsenrs reveived plus trade and other

receivables mnus trade payebies end nrrnua

hidings in excess of costs and estimated

eamnines on uncompieted contrasts and

related advances

Order backlog Inventory of orders for cooth and services

based on binding contractual arrangements

wilis customers

Rating Standardized indisator for the assessment

of issuers credit ratings carried out by spa
rialized agencies

Return on capital ibis indicator shows sow efficiently

employed ROCE company works- sith the capital of its share

holders and coders

Risk management Systematic process to
identify

end assess

potential opportunities and riska arrd ro

select arrd irnplernerrr reapdrnae atrategies

with
respect

to these opportunities and risks

Sensitivity Analysis of effects of
possible changes in

analysis assumptions It is used for exampie to esti

mate how net pedodic hvrselit coal is aftect

ed by decreasing/increasing discount rates

Supply Chain Comprises she pi.snning and msnagensent

Management of all processes in connect/en cvith supplier

selection procurement and logistics

The rate that company is espected to pay

on average to all its providers of
capital to

fissance its aasets
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E6 INDEX

Capital efficiency and
profitability

Capital resources and requirements

Capital structure

Chairmans Committee

Clinical Products

Collective action

Combined Management Report

Company structure

Compensation Report

Compliance

Compliance Committee

Compliance Report

Consolidated Financial Statements

Consolidated Statements of Cash Flow

Consolidated Statements of

Changes in Equity

Consolidated Statements of

Comprehensive Income

Consolidated Statements of

Financial Position

Consolidated Statements of Income

Continuing education

Corporate Governance Report

Corporate Governance statement

Credit
ratings

Cross-business activities

Customer focus

Customer Services Industry

Customer Solutions Energy

Ii 64f

Ii 86ff

II 65 II 831

1112 1231 1234

Ii 54

1130 II 10Sf

Ii 49ff

Ii 2521

3111

Ii 291 1110Sf

114 II 22 II 234

II
2Sf

11135ff

111391

11401

11137

11138

11136

Ii 1071 1133

II 22ff

Ii 213

11Sf

1641

81 11 63f 111031

11 55

154

Audit Committee Ii 14f If 24 II 234

Bengaluru International Airport 811

Biograph mMR 20ff

BSH Bosch und Siemens Hausgeräte

GmbH BSH II 58 11181 11170 11212

Building Technologies II 57f 1178

Business and economic environment 11 50ff

Earnings per
share II 18ff 11147 2111

Emerging countries 111ff

Employees 761 II 10715 II 133

Employees and management culture 761

Energy 11 52f 1172ff Il 212

Energy Service II

Environmental Portfolio 33 521 II
104ff

Environmental program 1061

ePS Network Services 54ff

Equity and Employee Stock Committee II 238

Equity
Investments II 58 II 78 Ii 212

Finance and Investment Committee 1114 II 241 II 235

Financial calendar 11 251

Financial performance measures 11 6411

Financial position 82ff

Financial Services SFS 58 II 781 II 212

Five-year summary II 244f

Fossil Power Generation 11 52 1173

Framework for sustainable value creation 78ff 11631

Global presence 1Sf

Flealthcare II 53ff Ii 74f II 212

ImagingTherapy Systems 154

Independent Auditors
report

II 2411

Industry 551 11 751 212

Industry Automation II 55 ii 76

Information recources II 250

lnfrastructureCities II 56ff 771 11212

Integrated technology company 41 II 50 II 63 11130

Integrity Initiative II 30 II 110

Invention
reports

32f II 99

Investor Relations II 18ff

IT-supported services 54ff 641

KeyAccount Management 118111103

Key figures fiscal 2012 inside flap

of the Firranciel Rcporl

Declaration of Conformity with the

German Corporate Governance Code
Ii 28

Diagnostics Ii 54 1175

Diversity 66ff 11 107f

Dividend policy II 18f II 6Sf 1189

Drive Technologies Ii 55 II 76
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Legal proceedings ii 191ff

Letter to our shareholders II 1ff

Low and Medium Voltage II 57

Management and control structure II 22ff

Managing Board of Siemens AG II lUf II 236ff

Mediation Committee
II 14 ff24 235

Mobility and Logistics ii 57

Net assets position 93ff

New orders If 6Sf

Nokia Siemens Networks NSN B.V II 56.3 170

Nominating Committee II 141 ff24 II 235

Notes and forward-looking statements II 134

Notes to Consolidated

Financial Statements ii 142ff

OilGas II 52 174

One Siemens 78ff II 6311

Open Innovation 321. ii
9Sf

OSRAM Licht AG II 72 111581

Overall assessment of

the economic position II 9Sf

Patent applications 321 11991

Portfolio management 521 II 63f

Power Matrix 521

Power Transmission II 53 1174

Related party transactions Ii 2151

Report of the Supervisory Board 11 12ff

Report on expected developments

and associated material opportunities

and risks If 111

Research and development RD 32f Ii 98ff

Responsibility statement II 240

Results of
operations

II 69ff

Results of Siemens II
6911

Revenue growth If 64

Risk management Ii 116ff

Service business 54ff 64f II 631

Share ownership II 33 1141

Share-based payment II 20 II
208r1

Siemens AG 130ff

Siemens Business Conduct Guidelines 28 1129 11109

Siemens Real Estate II 53 1179 II 212

Siemens share Ii 18ff

SMART Simple Maintenance friendly

Affordable Reliable and Timely to market 641 81 II 126

Smart Grids 46ff 198

Statement of the Managing Board II 243

Strategy 78ff If 63f

Subsequent events II 96

Supervisory Board if 12ff II
232ff

Sustainability ii
97ff

Teamcenter 66ff

Technology and innovation 32f. II 98ff

The
Crystal

Sustainable Cities

Initiative by Siemens

The Future of Energy Energiewende 46ff 11

Training 64f 761 107ff

Values if 28 Il 29

Vision If 63

IN

Wind Power 52 II 74

135 Consolidated Financial Statements 235 Addilol rfornstc

240 5i Responsibility statement

241 5.2 lndependentAuditorsReport

243 E.3 Statement of the Managing Board

244 5.4 Five-year summary

246 5.5 Glossary

248 5.4 Index

250 57 Further information and information resources

251 tAt Financial calendar

252 5.9 company structure

249



El FURTHER INFORMATION AND tNFORMATION RESOURCES

Further information on the contents

of this Annual Report is available from

Address Siemens AG

Wittelsbacherplatz

80333 Munich

Germany

Phone 49 89 636-33443 Media Relations

49 89 636-32474 Investor Relations

Fax 4989636-30085 Media Relations

49 89 636-32830 Investor Relations

E-mail press@siemens.com

investorrelations@siemens corn

Additional information

The Siemens Annual Report for 2012 is available online at

ci WWWSMENS.COM/ANNUAL-PORT website

Www.s MENscoM/Ag-MoELE mobile application

In addition to an Annual Report at the end of each fiscal year

Siemens publishes quarterly consolidated financial statements

in the form of press releases Conference calls and press con

ferences supplement these reports giving journalists and

analysts further opportunities to review developments in our

businesses Financial reporting for the first three quarters

is complemented by extensive interim reports These reports

are submitted to Deutsche Börse and the U.S Securities and

Exchange Commission SEC among other organizations

Siemens also provides the SEC with the Annual Report on

Form 20-F All these financial reports are available at

WWw.SMENS.COM/HNANUALREPORTS

Information on the Companys commitment to sustainability

is available in the Siemens Sustainability Report at

WWW.SIEMENS.COMISUSTAINABILrrI-REP0RT

Information on research development and innovation at

Siemens is available at

ci WWW.SIEMENS.COMINNOVATION

The Siemens publication Pictures of the Future The Magazine

for Research and Innovation is available at

wWw.SIEMENS.cOMPof

Key to references

-- REFERENCE WITHIN THE PUBLICATION

21 REFERENCE TO AN EXTERNAL PUBLICATION

REFERENCE TO THE FINANCIAL REPORT

11 REFERENCE TO THE INTERNET

REFERENCE TO MOVIES

Copies of the Annual Report can be ordered at

E-mail siemens@bek-gmbh.de

Internet 11 wwwSIEMENS.COM/0R0ER-ANNUALREF0RT

Fax 497237-1736

Siemens employees may obtain copies at

Intranet HTTPS//C45S.Gss.SIEMENSCOM

Fax 49911654-4271

English Order no A19100-F-V94-X-7600

German Order no A19100-F-V94

Employees should include their postal address and complete

order data Org-ID and cost center information when ordering

Concept and coordination

Corporate Communications and Government Affairs

Dr Johannes von Karczewski

Corporate Finance

Dr Marcus Mayer

Layout Production

hw.design GmbH

Publicis München ZN der PWW GmbH

Copyright 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

Ecofriendly production

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 ISO 9001 14001 and 18001 guidelines It uses only

chlorine-free bleached pulps ECF which are subsequently

processed without the use of elemental chlorine

2012 by Siemens AG Berlin and Munich
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Energy Servwe Clrnwa Products Customer Services

Fossil Power Generation Customer Solutions Drive Technologres

Oil Gas Diagnostics Industry Automation

Power Trances sawn imagmgTherapy Systems

Wind Power

Austral-Andina ASEAN-Pacific Afrrca

Brazil Japan Central Eastern Europe

North Arsenca North East Asra Germany

South As Middle East

North West Europe

Russia/Central Asia

South West Europe



ml

Po dod bus

Suildng Technologies Financial Services OSRAM Lct tAG

Low end Mcdiv 11 Voltage Global Shared Services

Mob hty and Logishcs Siemens Reel Estate

Rail Systems

Smart Grid



The actv des of our Energy Heafthcare ndustry and rfrastructure

fles Sectors have enabed us to capture eedng market and tech-

no ogy postions woddwde Technologmal excedence novahon

auality reliabIlIty
and nternatonaI focus have been our bafnarks

for 165 years makng us strong and nkng us to our sf arehoders

employees and customers as partner of trust

Were one of the war largest prov ders of green techrologes

Products and so ufons from our Envronmental Portfolio already

account for some 42% of our total revenue In fiscal 2012 our

roughly 370000 employees generated revenue from ontr ulg

operations of about 78 hi on arc rcone from co tirung

opereflons of 52 hi don

vemenscomlannual report



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934 the registrant has duly caused

this report to be signed on its behalf by the undersigned thereunto duly authorized

SIEMENS AKTIENGESELLSCHAFT

Date December 112012

Is DR JOCHEN SCHMITz

Name Dr Jochen Schmitz

Title Corporate Vice President and Controller

Is DR JUERGEN WAGNER

Name Dr Juergen Wagner

Title Head of Financial Disclosure and

Corporate Performance Controlling


