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Industry solutions that enhance

the quality of life

Siemens industry solutione York Harbor Maine

Friangeri Germany

Maine US

Ice hi ekey one of the toe ghest spor

aroun Next to head wounds kr cc injn

ow are the common result of unr

tended coltsrons on the he But sevent

six year Gordon France wouldi drea

of vft up the sport tha eri hi hobbi

inco hik hood even though hes had two

ices p1 reed When oot out if reha

readed straigh bark to tI nk grabbed

onto th boards and pu led riyself alorij

until got the hang of it ag in Before

knew it wis whirling iround he ice

end my knee were working great Whe

rot pla hockey the uecessful artist

oi nually looking for rite resti land

ape en tits pre hrably Fus
inry

iea his imme home in York Harbor

the coast Maine that means he does

lot of walking on rough terrain just as he

did before us operations But tod
ry

he no

longer takes it for granted had severe

knee pain for years and it kept qetting

worse the doctors always diagnosed the

same thing the onset of arthritis So it was

only matter of time betore Vd either have

to get knee reclacemerits or quit walking

altogether

Gordorl France was aware that there might

be coiriplicatmoris He also knew that the

mplants vvould probably have to be

replaced at some point But there didnt

seem to hi much choice couldn hike

couldnt skate arid couldnt paint any

more Something had to be dorm The

perations were success About

months after leaving tie hospital Gordon

France was once again leading full life

can move like 25 year old again My

quality of life has really improved

Gordon France is only one exumple among

many In the US some 120000 people

receive knee implants every year people

who couldnt continue living their normal

lives without the hell.i of artificial joints

And its here that our kriowhow and exper

tise in the area of industrial production

processes car rriake art important contribn

tion As producer of innovative industry

solutions weve developed solution that

will enable implant manufacturers to pro

duce prosthetics fasten more efficiently and

more eccroomic Ily On the pages that fol

low Sabine ret explains how it all works
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Vienna Austria

Back when our kids were stoall it was

really hard for me to get on the tram with

stroller Today parents with young chil

dren can easily board the ultra-low floor

trams now thats what call progressl

Julia Kohler loves living with her family in

Vienna city that repeatedly ranks among

the worlds most livable urban nters She

and her family regularly use public trans

portation Mayor Michael Haupl knows

how important the citys buses rietros and

trams are to the inhabitants of Vienna

Summing up the citys formula for success

he says like any successful business

launching new product we suiveyed our

one small

aic in this

Hauf

two decades One focus has been on infra

structure where Vienna has been rigorously

implementing intelligent strategies And

Siemens has provided many of the citys

closely integrated infrastructure solutions

metro trains and their electrification traf

fic management systems power distribu

tion solutions energy of cient building

technologies and security systems for pub

lic squares metro stations and stadiums

Viennas decision makers recognized early

on that healthy environment is pc

requisite for ensuring qual ty of life Major

investments in energy efficient and envi

ronmentally friendly technologies and in

public transportation are riot inconsistent

with citys prosperity Mayor Haupl is

convinced that higher quality of life also

fosters economic success today Vienna

generates 48% of Austrias total tax reve

nue he says We have healthy prosper

ous mix of industry financial and other

services and highly creative businesses

And its this mix that qives the city the

flexibility it needs to iniplemnent inriov

infrastructure solutions and

enhance its residents qualit



What being donc to enhance

the quality of life in Vienn

Ask hr cone and yc heir lot of

praise or their city 010 portati systerT

TI mule Kc hlers lake loVe

trams ar ci often po ohIo eve

hougl thel have dover licen ci and

wi scvc oil ar Public Iran por tation in

it convenient cornl table

and loap/ sry arlotta uni nitty
stu

nt only tate the ar cii to

Her rr cthc wI wc rk at the univei

sty nds the car for cmiiue tut

aye it ie when ning errand

love th lair of Vienna markeV and th

variety ey ill sh iys
bus an

amqet nctfona loll stcrthari nyca

And its als cheaper sines dont have to

pay for parking oc org is muller also pre

ten to so his annual transport pass when

corn outing to his office or the courthouse

or whe running errands ihe
raty

has

done lot for public transportation he

ays In recent years the network has

br rnir densc and the buses mc tm and

rams run ore often Arid as the statistics

how idenslup is up thanks to Viennas

ciii ten transit plan the use of public trans

portation within the city limits rose to

worldwide record of 39% in 2012 up ro Ti

34 in /101 nevertheless Viennas rriutcr

ists are not at disadvantaqe compared to

thr ir couritc roarts in other big cities While

Vienna make it easy to travel by bicycle



metro bus and tram state of thr art traffic

management technology keeps the citys

car traffic moving smoothly Were not

anthdriver were pro people nphasizes

Mayor Häupl We want the people in our

city to live well and not be overwhelmed

by the traffic In general however public

transportation always takes precedence

over private transportation in vienna In

expanding its public transportati system

the city is investing heavily in nnovative

technologies such as real time intermodal

journey planners smartphone accessible

timetable information and on of the

worlds most advanced metro control

centers

Were keeping the traffic moving

Traffic jams and delays are less frequent in

Vienna than in other big cities and

Siemens technology is playing pivotal role

in this success Iloth the citys road traffic

management center and its metro control

center
rely on our intelligent solutions The

metro control center manages both the

systems power supply and its operation

centrally monitoring all trains platforms

and display panels throughout the city In

addition weve been supplying the local

public transport operator Wiener linien

with trains olectnifftation systems inter

lockings and automatic train control sys

tems for decades
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front investmen of 4d rndlior to
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vate rd cue jy avinc It rnge

non as goon for tie sin Vienna

di liit ye ontributc ap tal am it

him ited nv tmc at rose yes Anc tie in

lt cv rn ressrv hea rm costs woo

cut by 52i id wate nor pt on lasher

by /6% rugs rve urn idy xceedcd th

ii tr ct ally gc aranteed love It ucarly

600 0th yea boric rtr rot rly
it

coffers but als lie nvironmc it arid the

ci vi ras ocr rico Lii

car Ii ow mits 45/ metric tIns Ic

ml ye ir than hef Ire tie ncr up

jradc Energy if rnuar cc con actir

ias rR ode nor in aptior

no ts mission it pubIc

sctools rVi iii

ii many citi hi idinc

con at or the lion ha If the crieroy

onsumcd result VI rye Mich

Haul st up ity vide crc cyoff

rio ey rug an addition to imp font

ng energy rr uncc cc ntract solc

ben mcii ipal propcrtie We ro

prom rgy upgrades md herr iii

in ulat 01 choIr one of rr pet rojec

be vim th or me tays

peopl llo he says

Creative solutions

for climate protection

nergy effir rent buildings arc key factor

vvhcn it conic ta making rOes mom

nate friendly On this front flit res still

oem for improvement in Vienna accord

rig
to lrc iropean rena Jty Index

ins rcod tidy that to tIre

virorirrie ital per torrnrance of 30 of the

itmnerrt cities icr the rreas of sustain

ability natura ource use arid coiarrrit

merit to nvirorrmerrtally sound practices

Although Vienna achieved air adrrrrrable

fourtlr place thc study found potential for

iniprovement ri the ama of carbon em

srons end air guality Vienna got the mes

age the citys first clinnrate protection pro

gram reduced annual errrrssio is by t.1

million metric tans arid second progranr

is now mini rag to cut another million

tons yea by 2020 Many of the planm ed

rrnrtiabves ro tec hac9ogy driven cliii ate

neutral building construction metro arid

trdrvr car rat recover tnac eon power md

dcc trrc bu for pcrblmc transportation

nw

The orpha on gualrty of lit im an

it ba to th an it who

enj thu rid lacing in sulfur

rum th of he pre nit day

ttr sr nL On of ity old Ii ft

public wr rmnrimrg
thmcre rb

is mar th go p1 Ic go lit or

tn rt rd ire gy
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Vienna is growing and its quality

of life is increasing

Many Viennese dont realize it although

they experience it every day Siemens is

creating real quality of life in thee city One

prime example is the twelve zero emission

electric buses running on lines 2A and 3A

in the city center In 2013 this very well re

ceived electric fleet earned Wiener Linien

accolades that included the State Prize for

Mobility the highest honor awarded by

Austrias Ministry of Transport Innovation

and Technology Georg FreimOller sees the

buses as crowning achievement for public

transportation in Vienna theelectnc buses

are quiet comfortable and fast and they

emit no carbon dioxide he says Thanks to

our drive concept the buses consume

some 25% less energy than diesel or natu

ral gas buses Whats more the electric

buses run on green electricity About 75%

of the energy consumed in Vienna is

produced in the city at facilities which

include one of Europes largest hiomass

power plants Plans call for increasing the

share of renewables in the citys energy mix

to 50% by 2030 And that target entails

new set of challenges since the amount

energy derived from the wind and the sun

naturally fluctuates Reinhard Brehmer one

of the rnanaginq directors at grid operator

Wiener Netze is already working on the

solution To achieve balance between

supply and demand were introducing

smart grids in Vienna he says pilot proj

ect to test smart electricity
meters and their

integration into the grid is already under

way Siemens is supplying the software

that manages the consumption data one

more intelligent infrastructure solution for

Vienna

living laboratory for the city

of the future

Wien Energie Wiener Netze arid Siemens

are working together on the smart irifra

structure of the future at new community

called aspern Viennas Urban Lakeside

The new district which is being developed

on the site of former airfield will be

home to 20000 people and create 20000

jobs by 2030 Reinhard Brehmer whos also

the managing director of Aspern Smart

City Research has high hopes for the

living an As he explains In aspern we

have unique opportunity to try out smart

new ideas for energy efficient ban infra

structures on community ide level

Working with Siemens well test new types

of links to the low voltage grid and inte

grate schools homes and offi es in the

power grid

Vienna is growing city thato optimally

equipped for the future Mayor Michael

Haupl sees the aspern commun ty and the

research project with Siemen as steps

clearly geared toward further enhancing

the citys quality of life by introducing

smart automated infrastructurt solutions

This isnt just about building roads and

housing We also want to ensure that future

generations enjoy the same high quality of

life that Vienna has already achiaved
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What are Siemens goals

We want to sustainably increase the value

of our ompany for all our stakeholders

our shareholders employees and ces

tumors as wall for soc my whole

How is our Company strategy

structured

We vc lormr fated strategic perspectives for

fifferc nt Urriefrarnes he basis is our long

so vi on fiernens The pioneer in

one rgy efficiency industnal productivity

next genera err healthcare and intelligent

ifrastri cture solutions Based on this

vision were teerrrrq the Company with

rnediunr terre strategy Our One Siemens

framework concretiLes this strategy Within

tire Company wide strateg setup we foe

ulate business strateoies for the various

markets

What was the basis for develop

ing the current strategy

Our Company our custome and our mar

kets are subject to both lo sg term trends

and short terre economic developments

Len ographic change orbaniiat on climate

change and glohaliiatiorr are megatrends

that entail major hallenges for policyrnak

ers entrepreneurs and si icr fists around the

world At the same tiirro however they of

fer tre nendous be sirres opportunities that

we intend to rigorously exploit We also con

sider economic development forecasts oh

serve our competitive environment and

leverage our par fir ular strengths as tech

nolojy Conrpa sy
to be viable our strategy

mus be corrsistent with the values es

poused by Siemens and build on our .om

panys long tradition of suet ess

Questions and answers about our strategy



What strategy Siemens

pursuing to reach its goals

Were gearing our efforts to what we call

our three strategic directions focus on inno

vation driven growth markets get closer to

our customers and use the power of

Siemens Fath of these directions is broken

down nto three focus areas that have tre

mendous potential for achieving sustain

able increase in Siemens value For exam

pIe were expanding our service business

and encouraging lifelong learning and de

velopment among our employees

Is Siemens following separate

sustainability strategy

Sustainability and business success are two

sides ot the same coin for us as weve al

ready showcased in numerous examples in

this Report Siemens is sustainably man

aged Thats why weve consciously de

cided not to formulate separate sustain

ability strategy since our Company strategy

is already geared to making long-term

progress in terms of profitability the envi

ronment and society The fat that this

Annual Report is for the hrst tune com

bined Annual and Sustainabilitv Report is

further proof of our overarching under

standing of sustainability

How does the strategy azldress

changes in markets

To continuously occupy leading market and

technology positions unrelent ng efforts

and perseverance are required Pioneering

topics in research and developmc nt for cx

ample often bear fruit only after years At

the same tirrie changes are taking place in

ever shorter ycles Thats why we continu

ally monitor and evaluate the impact on our

business of new developments the econ

omy technology and society New opportm

nities are currently arising suet as the en

ergy transition in Germany the new natural

qas extraction boom in the Li and the

rapidly growing demand for affordable

healthcare in the emerging arkets Be

ginning in fiscal 2019 our Company wide

Siemens 70T4 program
has been support

ing our One Siemens framework thus

empowering us to recapture leading

competitive position

How is the strategy put

into practice at Siemens

Our report on the modernization at the

Kinishi power plant illus

trates how were irriplernenting our strat

egy Siemens is pioneer in the market for

combined cycle power plants market

that is thriving thanks to the development

of advanced technologies and has been

continuously boosting tire eficie icy of gas

based power generation for year The

plants upgraded tlrrit combusts natural

gas with record efficiency while producing

less environ mentally harmful carbon diox

ide than its predecessors Thats typical of

the products in our Environmental Portfolio

And the twelve year service contract we

landed for Kirishi is art exemplary success

story in the strategic focus area that aims at

expanding our service business

How does Siemens measure

the success of its strategy

We measure our success primarily in terms

of the development of the key financial fig

ures for revenue growt capital efficiency

and profitability as well as for capital struc

ture For further information please see

on

pages 173 178 of this Annual Report
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Siemens is close to its customers throughout the worlcL While maintaining our strong position in our

established markets we want to expand our position in the worlds rapidly growing emerging coum

tries To build strong partnerships in these new markets its necessary to expand local development

and production capacities and create solutions tailored to regional requirements In the emerging as

in the industrialized countries the important factors for success are outstanding innovative services

and rigorous customer orientation

Grow in emerging markets Expand our service business Intensify our customer focus

We want to be present in attractive markets

worldwide and participate in the enormous

economic expansion now taking place in

the emerging countries where weve al

ready achieved strong growth over the past

few years In those ountnes the demand

for economical products and entry level

solutions is intensifying Were addressing

this demand through our SMAR1 initiative

Were increasingly offering entry level prod

ucts that are simple maintenance friendly

affordable reliable and timely to market

We want to be the supplier of choice for all

followup investments Thats why we otter

perfect services as well as perfect products

Our local service employees whu in niany

cases have been fulfilling
their ustoniers

needs and requirements for decades are

one of our greatest assets By expanding our

service business we want to increase cus

tomer loyalty And its here tht our val

ue added services are niaking contribu

tion Going beyond convention product

services we apply the knowledge weve

gained in our product and solulions busi

ness to advise ur customers effe tively
and

accurately All in all more servica business

ran enable us to generate steadier revenue

and leverage new potential for profitable

growth

Many of our successful products and solu

tions are developed in close cooperation

with our customers Proceeding from an in

depth understanding of tccir uniqut re

quirements our employees all aroum the

world create tailored solutions for our cus

tomers Thats why we invest in the ongoinq

training of our consultants and engineers

Its also why weve set up consulting for

large customers in way that enables them

to obtain everything they need from

single source the whole range of prod

ucts solutions and services offered by our

technology Company In nutshell were

enhancing our reputation as strong local

partner by providing consulting with added

value and by reacting quickly arid flexibly

to local market requirements
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Berlin and Mumch November 2/ 2013

For Iii first time Fin addressing you as the President and CEO of your Company

se been at this ondeiful organrzation foi 33 years now Leading Siemens today

is not only an em imor it isk it is also mission that embrace with respect and

dedh alion he cit that millions of people benefit us er day from infrastructures

supported Sit incus technologies is an inspiration and an obligation as well as

source of pride What Siemens ian do and what Siemens does is relevant to people

all around the world whither our customers users employ us cv shareholders

Siemens stands for the electrification ot the world Diqitixation and automation

arc tianstor nung Ibis vslue chant and offering us major oppor lunities

in well aware of the impoitancc of this task and of the tremendous responsibility

noss als have toe our fore than 360 000 employees Let rue assure you ot onc

thing Siemens will continue to be guided by the values for which we ye always

stood innovation quality rcliabihtv and enguieering excellence This will remain

so in th futurc and su tainability and rcsponsibrlily will continue to inform our

actions ihesi ralcies have niadc us strong throughout our 166 year history and out

ornmitrnen to in will endure bi yond the present and into he future

vlar things at snens arc going well some even very wc II Many of our busi

nesses are veiy 31 positioned arid po sed for Iongterm success as examples

presenli in this Annual Heport show fhis year For the first time the Report also

includes oui Sust nnabitily Report in which we clearly formulate our commit

vent to tin aims cit the nnled Nations lobal Compact The Annual Report provides

detailed count ol ac nile turbulc nt and ventful liscal year in which tint re was

much light but also some shadow

\t i16 billion rc venuc was IN hr low the prior year level New orders climbed to

482 billion suhstrtn al 10% gain Our order backlog now totals 4100 billion

tin dlv income continuinq operations amounted to 44 billion ncludinq

translormatic ii costs ot 41 billion related to our Sic incus 7014 productivity pro

gram and in cxtraordnrary gain in conne lion with the divestment of our shares

ii NokiaSicinens Networks NSN
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company like ours must aim to be leader not only in technology but also in

long term profitability This has nothing to do with greed but everything to do

with maintaining ow innovative strength enhanc nq our competitiveness and

safeguarding jobs while remaining trusted and attractive partner for our share

holders and investors worldwide

Were continuing to rigorously implement key elements of our Siemens 2014

program Well bring the program to successful conclUSmn and it will drive our

profoability All the steps were taking must be geared to the long term strengthen

us on an ongoing basis and have an impact that extends beyond 2014 Because

we dont want brief margimboosting flash in the pan but changes that will keep

Siemens on the road to lasting success in order to preserve jobs and reinforce

our technology and market leadership These char ges will position us to narrow

and in the medium term close the gap in profitability to our competitors

One thing is clear Siemens will still be around aft 2014 In fiscal 2013 exactly

hundred years after the construction of our BerlinSiemensstadt location the

site of our Company headquarters until 1949 we laid the cornerstone for our new

headquarters in Munich Weve now also begun p1 inning new Siemens campus

in Erlangen Germany 130th of these construction projects are more than com

mitment to the futuie of two locations steeped Company tradition They also

rellect our sense of obligation We accept the responsibility that we have day alter

day and year after year for the future of our Company Generations of Siemens

employees have done their part to ensure that thr Company in which you hold

stake is intrinsically sound today want our successors to be able to say the

same thing about us in 20 or 30 yr am Through out work diligence and dedication

we the Managing Board and the Companys more than 3b0000 employees around

the world can play key role in shaping your Companys future Joining forces

well act as though Siemens were our own company That our pledge to you

For the Managing Board

Joe Kaeser

President and CEO of Siemens AG
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Berlin and Mi UK Ii NOVember 2/ 2113

FicaI 21 was in evcntful year Tim Supeivisory Board had to make number of difficult

cisions deusions that were howerer necessary in the interest of the Company

Our most mportant decisions concerned changes in the composition of the Managing

Board At oui met 1mg July 31 2013 we approved the cci mination by mutual consent of

Peter Loseher appoinir ient as full mc mber of the Managing Board and as President

and Chief Lsecr tivc ott ci of Siemens AG as well as the termination agreement regarding

his Managinu Bond omnlovment contiact Ihe Supervisory Board has great respect for

Mr oschcrs achievements Starting on lull 1200/ he led Siemens in the challenging limes

ci thc compliancc isis and the global financial crisis Phi 1111gb his efforts hr restored nor

mipanys high ieputati Flit Supeix isory Board thanked Mr Lhscher for his services

lie Supertis ny Board Ii is appointed foe Kaeser the Companys new Plesiclent and Chief

Lxecutivc Officir Mr Kasei who has held management positions at Siemens both in and

outside Get many mire than 30 yr ars was appomted to new term of offici as lull

mc nber of the Managh Pr ard and Piesideni and Chief Execut vi Officei of Siemens tt

cfh ctive August 013 Ii July 31 2018 At our meeting on Septembei t8 2013 we appointed

1r Rail Phi mis full me riber of thc Managing Board and Head of the Managing Board

area Piiiaiu nO Controlling ellective septemoer iS 2113 to September 1/ 2018 Ar thc

sanie meeting we approved the termini ion by mutual consent of Brigitte Ederers appoint

ment as lull rico her of the Managing Board and as Labor Director effmtive the end of

Sc ptenibci 30 Of is well as the tennnnatmnn agreement regardir her Managing Board

nploy men unit Wi tli nkecl Ms Ederer for her many years of exemplary uniniif ment

roil her iany suu esses in lie sc rvn of the Company Klaus elmr ich was appointi to

sucec ed Ms dere as abor Director and head of the Managing Bun area Human Resources

lIe will continuc set vi the Co npany as Chief ftchnology Officer In view of the growing

mand or quahtn experts worldwide arid fhe importance of innovation leadership and

It ad ig tehnology positions for Siemens competitiveness we consider this close inte

ation of tie Man caing Board responsibilities for technology and human iesoutces lo hr

an aclvantigc particularly with regard to strengthening the recruiting and dcvi lopment

if top faIr nts in the ate of cience research and technology

ithaca ox ippo utir tnt as full mi inber of the Managing Board expired at the end

of Roveniher 16 2113 Wi hankc cJ Ms Lox tom her achievements as Head of Supply Chain

Managemnen arid con nu tion with lie Companys sustainability related activities

ma
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Peter Solmssen will resign from the Managing Board on December 31 2013 Mr Solmssen

joined Siemens at difficult time and played key role in investigating the compliance

affair at our Company By establishing strong compliance organization he performed

major service and made important contributions to steering Siemens through chal

lenging phase and restoring its good reputation We thanked Mr Solmssen for these

achievements

There were also changes in the composition of the Supervisory Board due in particular

to the scheduled new election of Supervisory Board members at the Annual Shareholders

Meeting on January 23 2013 Following the expiration of the Supervisory Boards five-year

term of office shareholder representatives Jean-Louis Beffa Häkan Samuelsson and Lord

lain Vallance of Thmmel and employee representative Walter Mönius left the Supervisory

Board We thanked the departing members for their professional commitment and their

contributions to the Companys success The Annual Shareholders Meeting elected Gerard

Mestrallet Güler Sabanci and Werner Wenning to serve as new shareholder representa

tives on the Supervisory Board Robert Kensbock was elected to serve as new employee

representative on the Supervisory Board in accordance with the provisions of the German

Codetermination Act In addition Dr Josef Ackerrnann left the Supervisory Board at his

own request at the end of September 30 2013 following many years of service The Super

visory Board expressed its gratitude to Dr Ackermann for his service and commitment

to Siemens Dr Ackermann was succeeded by Jim Hagemann Snabe whose initial appoint

ment is by court order Mr Snabe will stand for election by the shareholders at the Annual

Shareholders Meeting in January 2014 At our meeting on September18 2013 we elected

Werner Wenning to succeed Dr Ackermann as Second Deputy Chairman of the Supervisory

Board effective October 2013

In fiscal 2013 the Supervisory Board engaged in particularly intensive deliberations con

cerning the delays relating to grid connections for wind farms in the North Sea the delayed

delivery of ICE trains to Deutsche Bahn business developments that were below expecta

tions and the retraction of the targets defined by the Siemens 2014 program It is now vital

to master the challenges associated with our major projects step-by-step and to imple

ment the Siemens 2014 program in such way that the measures initiated will have long-

term impact and enable the Company to narrow the gap to its competitors and achieve

sustainable increase in profitability In this connection the Company will focus even more

intensively on the technological trends of the future trends like digitization software

and IT The Companys long-term development must be oriented toward profitable capital-

efficient growth and the expansion of our technology leadership in key businesses This is

the only way to create sustainable value for our employees and shareholders

In fiscal 2013 the Supervisory Board performed with great diligence the duties assigned

to it bylaw the Siemens Articles of Association arLd the Bylaws for the Supervisory Board

We regularly advised the Managing Board on the management of the Company and moni

tored the Managing Boards activities We were directly involved in all major decisions

regarding the Company at an early stage In written and oral reports the Managing Board

regularly provided us with timely and comprehensive information on Company planning

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

the Company On the basis of reports submitted by the Managing Board we considered

in detail business development and all decisions and transactions of major significance

to the Company Deviations from business plans were explained to us in detail and inten

sively discussed The Managing Board coordinated the Companys strategic orientation

with us The proposals made by the Managing Board were approved after in-depth exam

ination and consultation In my capacity as Chairman of the Supervisory Board was also

in regular contact with the Managing Board and was kept up-to-date on current develop

ments in the Companys business situation and on key business transactions At separate

strategy meetings discussed with the Managing Board the prospects for and the future

orientation of individual businesses at the Company
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Topics at the plenary meetings of the Supervisory Board

We held total of seven regular meetings and two extraordinary meetings in the report

ing year We also made one decision outside meetings Furthermore four times in fiscal

2013 the shareholder representatives on the Supervisory Board made decisions relating

to the exercise of ownership rights required under the German Codetermination Act

Attendance at Supervisory Board meetings by current members was over 94%

In addition to the above-mentioned decisions regarding changes in the composition of

the Managing Board regular topics of discussion at our plenary meetings were revenue

profit and employment development at Siemens AG at the Sectors and at the Siemens

Group as well as the Companys financial position profitability and major investment and

divestment projects One important focus was the Siemens 2014 program which aims

to strengthen the Companys competitiveness and profitability In this context we jointly

discussed key measures to cut costs and strengthen Siemens core business through

major investment and divestment projects

At an extraordinary meeting on October 2012 the Managing Board reported on the state

of the Company and informed the Supervisory Board of the implementation status of the

Siemens 2014 program

At our meeting on November 2012 we discussed the key financial figures for fiscal 2012

and the budget for 2013 We also determined the compensation of Managing Board mem
bers for fiscal 2012 on the basis of calculation of their target achievement The appropri

ateness of this compensation was confirmed by an internal review We also discussed the

spinoff of OSRAJvI and approved the sale of key activities of the Industry Sectors Water

Technologies Business Unit

At our meeting on November 28 2012 we discussed the financial statements and the

Combined Management Report for Siemens AG and the Siemens Group as of September

30 2012 as well as the agenda for the Annual Shareholders Meeting on January 23 2013

We also discussed the Annual Report for 2012 and the Corporate Governance Report

included therein We approved the budget for 2013 the settlement with former Managing

Board memberDr Thomas Ganswindt and the regular extension of the bond issuance

program We also approved the acquisition of the Rail Division of the British company

Invensys plc the planned divestment of the business of the Logistics and Airport Solutions

Business Unit the spinoff of OSRAM and the related adjustment of the special rights of

Managing Board members granted under share-based compensation programs In addition

we defined the targets for Managing Board compensation for fiscal 2013 and decided to

adjust the base compensation of individual Managing Board members in fiscal 2013 and to

annually review the base compensation of all Managing Board members starting in fiscal

2014 We also received report on the activities of Corporate Supply Chain Management

At our meeting on January 22 2013 the Managing Board reported to us on the current busi

ness and financial position following the conclusion of the first quarter We also approved

the extension of the global commercial paper program

The five-year term of office of the Supervisory Board elected at the Annual Shareholders

Meeting in 2008 ended with the Annual Shareholders Meeting on January 23 2013 At this

meeting the shareholder representatives on the Supervisory Board were elected to

new term of office which will extend from 2013 to 2018 The employee representatives

had already been elected on September 25 2012 effective as of the end of the Annual

Shareholders Meeting At the Supervisory Boards constitutive meeting at the conclusion
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of the Annual Shareholders Meeting on January 23 2013 the Chairman the First Deputy

Chairman and the Second Deputy Chairman of the Supervisory Board were confirmed in

their positions and the composition of the Supervisory Board committees was determined

Following the decision by the Annual Shareholders Meeting of January 23 2013 to spin

off OSRAM and the successful completion of so-called judicial release procedure the

spinoff was entered in the German Commercial Register

At our meeting on April 30 2013 the Managing Board reported on the Companys busi

ness and financial position following the conclusion of the second quarter The report

focused on the status of the Siemens 2014 program and the delivery of Velaro ICE and

Velaro Eurostar high-speed trains The Industry Sector also reported on its business situa

tion In connection with our decision to dissolve the Managing Board area Supply Chain

Management we adjusted the assignment of responsibilities within the Managing Board

and amended the Bylaws for the Managing Board accordingly

At an extraordinary meeting on June 30 2013 we approved the termination of the Nokia

Siemens Networks joint venture as well as the sale of Siemens 50% stake in the business

to co-owner Nokia We received positive feedback from the capital market regarding the

sale of the NSN stake and the successful IPO of OSRAM

At our meeting on July 31 2013 we discussed the Companys business and financial posi

tion following the conclusion of the third quarter and the progress made in connection

with the Siemens 2014 program It became clear at this meeting that the target margins

set under the program for 2014 did not appear to be achievable The same day the Energy

Sector also provided us with report on its current business situation In addition we

established Compensation Committee elected its members and amended the relevant

Bylaws accordingly

At our meeting on September 18 2013 we determined the compensation for Joe Kaeser

in his position as President and Chief Executive Officer of Siemens AG The Healthcare

Sector reported on its current business situation In addition we were provided with an

overview of the Company-wide top program and discussed the efficiency review of our

activities However our primary focus was on the Managing Boards report on the state of

the Company shortly before the end of fiscal 2013

Corporate Governance Code

The Supervisory Board concerned itself with the contents of and the amendments to the

German Corporate Governance Code At our meeting on July 31 2013 we discussed the

amendments to the German Corporate Governance Code contained in the new version of

May13 2013 At our subsequent meeting on September18 2013 we adjusted the concrete

goals for the Supervisory Boards composition which are set out in 8.1 CoRpORATE GOVER- --- 8.1

NANCE REPORT on pages 118-121 of this Annual Report in light of the Boards new compo

sition since January 2013 and determined that in our estimation the Supervisory Board

had an appropriate number of independent members Information on corporate gover

nance and detailed report on the level and structure of the compensation paid to the mem
bers of the Supervisory and Managing Boards is provided in -- 8.1 CORPORATE GOVERNANCE B.1

REPORT on pages 118-123 and in B.4 CoMPENSATION REPORT on pages 129-147 of this Annual

Report The issuance of Declaration of Conformity pursuant to Section 161 of the

German Stock Corporation Act Aktiengesetz stating that the Company complies with SEE PAGES

all the recommendations of the German Corporate Governance Code in the version of
129-147
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May 13 2013 and will continue to do so in the future was approved by the Supervisory

Board at its meeting on September 18 2013 and by the Managing Board in decision

of September 20 2013 Details regarding the recommendations in Section 4.2.3 para

sentence and Section 4.2.3 para sentence of the Code have been explained in the

Declaration of Conformity Siemens Declaration of Conformity with the German Corporate

Governance Code is permanently available to shareholders on the Companys website

and is set out in B.2 CORPORATE GOVERNANCE STATEMENT PURSUANT TO SECTION 289A OF THE GERMAN

SEE PAGE 124
COMMERCIAL CODE on page 124 of this Annual Report

Work in the Supervisory Board committees

To ensure the efficiency of its work the Supervisory Board has established seven standing

committees which prepare proposals and issues to be dealt with at the Boards plenary

meetings The Supervisory Boards decision-making powers have also been delegated to

these committees within the permissible legal framework The committee chairpersons

report to the Supervisory Board on their committees work at the subsequent Board meet

ings The members of the individual Supervisory Board committees the number of com

D.7 mittee meetings and the number of committee decisions are set out in -- D.7 SUPERVISORY

SEE PAGES
BOARD AND MANAGING BOARD on pages 348-351 of this Annual Report

The Chairmans Committee met nine times in fiscal 2013 In addition three decisions

were made outside meetings Between meetings discussed topics of particular impor

tance with the members of the Chairmans Committee The Committee dealt with

corporate-governance-related matters including the preparation of the Declaration of

Conformity with the German Corporate Governance Code with the assumption by Manag

ing Board members of positions at other companies and institutions and with variety

of personnel-related topics Prior to the establishment of the Compensation Committee

the Chairmans Committee dealt with the preparation of decisions concerning Managing

Board compensation and recommended to the Supervisory Board that Compensation

Committee be established The Chairmans Committee also made recommendation to

the Supervisory Board regarding the termination of the Nokia Siemens Networks joint

venture

The Nominating Committee met five times in fiscal 2013 The Committee focused on

preparing the new election of shareholder representatives on the Supervisory Board

at the Annual Shareholders Meeting on January 23 2013 and on preparing the assign

ment of shareholder representatives to the Supervisory Boards committees The

Nominating Committee also dealt with succession planning for the Supervisory Board

The Compliance Committee met five times in fiscal 2013 Dr Theo Waigel took part in

the Committees meetings until the end of his term of office as Monitor The Compliance

Committee concerned itself primarily with the quarterly reports and the annual report

submitted by the Chief Compliance Officer and the Chief Counsel Compliance It also

submitted recommendation to the Supervisory Board regarding the settlement with

former Managing Board member Dr Thomas Ganswindt In November 2013 it was

decided to expand the Committee to include one additional shareholder representative

from the Supervisory Board and one additional employee representative from the

Supervisory Board

The Mediation Committee was not required to meet in fiscal 2013
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The Compensation Committee was established by Supervisory Board decision ofJuly 31

2013 The Committee prepares proposals regarding the compensation system and the deter

mination of Managing Board compensation including the targets for variable Managing

Board compensation It also prepares the full Supervisory Boards regular review of the

compensation system and the appropriateness of Managing Board compensation as well

as the approval of the Compensation Report In fiscal 2013 the Compensation Committee

met once in constitutive meeting Mr Wenning expressed his willingness to serve as chair

man The Committee also made one decision outside meetings An independent external

compensation specialist was commissioned to provide expert support relating to Manag

ing Board compensation

The Finance and Investment Committee met three times The focuses of its meetings

included the preparation of the decision regarding the budget for fiscal 2013 and the

preparation and/or approval of the Companys investment and divestment projects such

as the spinoff of OSRAM Since the scope of its work will be expanded to include innovation-

related issues the Committee will be renamed the Innovation and Finance Committee

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 the Siemens Group 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 recommendation to the Supervisory Board

regarding the Supervisory Boards proposal to the Annual Shareholders Meeting concern

ing the election of the independent auditors The Audit Committee gave in-depth con

sideration to the appointment of the independent auditors for fiscal 2013 including the

definition of the audit focal points to the monitoring of the auditors independence and

qualifications as well as the additional services they perform to the determination of their

fee and to the discussion of the results of their audit reviews of the Companys quarterly

financial reports and half-year financial 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 and on

the results of the internal audits examination of the effectiveness of Siemens internal

controls regulatory compliance and the integrity of its financial reporting In November

2013 it was decided to expand the Committee to include one additional shareholder rep

resentative from the Supervisory Board and one additional employee representative from

the Supervisory Board

Detailed discussion of the financial statements

Ernst Young GmbH WirtschaftsprUfungsgesellschaft audited the stand-alone Financial

Statements of Siemens AG the Consolidated Financial Statements of the Siemens Group

and the Combined Management Report for Siemens AG and the Siemens Group for fiscal

2013 and issued an unqualified opinion The stand-alone Financial Statements of Siemens AG

and the Combined Management Report for Siemens AG and the Siemens Group were

prepared in accordance with the requirements of German law The Consolidated Financial

Statements of the Siemens Group were prepared in accordance with the International

Financial Reporting Standards IFRS as adopted by the European Union EU and with
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the additional requirements of German law 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 and in compliance with the generally

accepted German standards for the audit of financial statements promulgated by the

Institut der WirtschaftsprUfer IDW and with the International Standards on Auditing ISA
The above-mentioned documents as well as the Managing Boards proposal for the appro

priation of net income were submitted to us by the Managing Board in timely manner

The Audit Committee discussed the dividend proposal in detail at its meeting on November

2013 It discussed the stand-alone Financial Statements of Siemens AG the Consolidated

Financial Statements of the Siemens Group and the Combined Management Report in detail

at its meeting on November 26 2013

The audit reports prepared by Ernst Young GmbH WirtschaftsprUfungsgesellschaft were

distributed to all members of the Supervisory Board and comprehensively reviewed at the

Supervisory Boards meeting on November 27 2013 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 man

agement systems At this meeting the Managing Board explained the financial statements

of Siemens AG and the Siemens Group as well as the Companys risk management system

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

The Supervisory Board concurs with the results of the audit Following the definitive find

ings of the Audit Committees examination and our own examination we have no objec

tions The Managing Board prepared the stand-alone Financial Statements of Siemens AG

and the Consolidated Financial Statements of the Siemens Group We approved the stand

alone Financial Statements and the Consolidated Financial Statements In view of our

approval the stand-alone Financial Statements are accepted as submitted At our meeting

on November 27 2013 we endorsed 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 2013 be carried forward

On behalf of the Supervisory Board would like to thank the members of the Managing

Board and the employees and employee representatives at all Siemens companies for

their outstanding commitment and constructive cooperation over the last few unsettled

months at our Company

For Siemens 2013 was an eventful year marked by major changes We must now join

forces under Mr Kaesers leadership in order to narrow the gap to our competitors

For the Supervisory Board

Dr Gerhard Cromme

Chairman
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The Managing Board and Supeivisory Board will propose div

idend payment of 300 per share for fiscal 2013 Representing

planned payout ratio of 57% this proposal is in iccordance

with our One Siemens dividend policy with which we ensure

that oar shareholders participate appropriately in the Compa

nys piofit development The share buyback program launched

in Aubust 2012 was concluded in November 2012 Subsequent

ly She miens repurchased further shares in order to keep the

numb of Siemens shares outstanding constant itil the

spinoff of 05MM Licht AG We acquired treasury shares with

tota value corresponding to about 3.1 billion of which

rough billion was attributable to fiscal 2013 Sieniens AG

continues to have very sound financial basis In an environ

ment in which the ratings of many cuuntiies have come under

pressrre the Company continues to enjoy good investment

grade credit ratings
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Over ih rct we mo Ohs Ii cal 113 the markets were

volatil Tb at the beginnmni Dccc robot 2012 sha prices

st ted to ste idriy following somc fluctuation and set

ba on tht crc an stock market ir psiticular in Ic bruary

20k cc ci es ceac hod an inter ni high at the end of May

2013 They sib oquently dec lined again until the beginning of

uly 20 when strong upt icc beg in mc suIting in new highs

or tt ye at thc end of Ii at

Ovi the cot cc fiscal yc ar Si mens stock performed 1atively

well ii the in irket onvir nrnent losing at 89 06 pit cli ire on

epteinber .30 2013 lots iarcholderswho reinvested their div

miend arid thcir proceeds icc the SI3AIvI spinoff this

rn urit cain of fiscl 201 gain of 18 6d corn

paced to the ic on Septernoc 28 201 The Siemens share

cult cr1 omed the leading mdcx of the oermnan stock market

the DAX whi rosc 19 mdl cc lea mntj international index

IvlThI Wont which advancc

long term comparison also illustrates the strength of the

Sic moos share the asset of an investor who acquired Siemens

stock worth 2000 at it beqinmng of fiscal 2004 and rem

vested the dividends arid the corresponding value of the

OSRAM spinoff in additional Sierriens shares would have in

creased to 2312 by the end of fiscal 2013 This annual return

of 7% is above the results for MSCI World 6% but below

those for the DAX 30 102%

At the Annual Shareholders Meeting the inagirig Board and

the Supervisory board will propose an crnchanged dividend

payment of 00 which represents payoi ratio of 57% This

proposal contrnrres without cbange our tradition of paving at

tractrve dividends to our investors

In August 2012 against the backdrop of favorable capital man

ket conditions Siemens began to improve its capital structure

and repunc base reasury shares with total value correspond

org to rip to billion This program was cc icluded in Novem

bcr 2012 with repurchase volume of about 2.9 billion

Siemens subsequently mepunhased further shares in order to

keep the number of Siemens shares outstanding constant

until the spinoff of OSRAM Licht AG he Company acquired

to al of about 40.4 rmullion shares at an average price of 77 21

for total valt corresponding to roughly 31 bill on Of tIns

amount some 13 billion was attributable to fiscal 1013
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With the aim of focusing even more strongly on its core busi

ness Siemens spun off 80.5% of the shares of OSRIvI Licht AG

to Siemens shareholders in July 2013 For every ten Siemens

shares hold one share of OSRAM Licht AG was allocated free of

charge In addition following this transaction the Siemens

share price rose substantially After an initial listing of 24 per

share on July 2013 05MM stock rose to 34.70 per share by

September 30 2013 For further information please see

in

273278

Sierne is AG has good investrnentgrade credit ratings

Aa3/P 1/outlook negative from Moodys Investors Service and

A/A s/outlook stable from Standard Poo.rs are ye posi

tive raings particularly when compared to those of our corn

petitois in the industry segment Our solid financial position

gives us unrestricted access to the international financial and

capita markets

At the end of fiscal 2013 the net debt of Siemens AG was

pages 10663 million with cash and cash equivalents of 9190
million For further information on our credit ratings and

financ al obligations please see

in

pages 305 306

With some 690000 shareholders Siemens AG is one of the

worlds largest publicly owned companies Siemens has sta

ble shareholder structure that has changed only slightly over

rime In August 2013 we mandated an external institute to

conducn an analysis of our shareholder structure Based on dn

evaluation of publications from institutional investors and on

statistical estimates its analysis showed that shareholders in

Germany hold the largest percentage of our shares outstand

ing about 29% of all shares outstanding Shareholders in the

U.S hold roughly 16% and shareholders in the U.K around 8%
while investors in Frame hold 6% and in Switzerland 6%

Sonic 59% of Siemens shares outstanding are currently held

by institutional investors about 18% by private shareholders

and around 6% by members of the Sieniens family For further

information on our shareholder structure please see

253 nsn Jatd iipn ens 351 AId Son Social
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Ws ike us responsibility to lintair an intensive dialogue

with is cap tal ii irks very se iously Cultivating close con

sac vi th ow shareholders we keep them informed of all

iri or di opn outs tioc oghout Sreniens
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Siemens has set itself the goal of moie intensively fostering

profit sharing culture at the Company and encouraging em

ployees to become shareholders Tha why we offer various

share based payment piograrns to our workforce In fiscal

2013 38/8899 Siemens shares wors issued to service these

programs namely the Stock Awarris prograrm the Share

Matching Program including th Base Share Program the

Share Matchinr Plan arid the Monthly Investment Plan and

the Jubilee Program Non vested arid outstandmg grants un

dci the various plans will result in additional share issuances

to eriiployees in the fuiure For more detailed inrorrriation

on shire based payrrienr please sos

iii

Wc mIsc prey rxtenvivs itron online Quarterly emni

auras and ir al rep Irts irialyt prr entations arid press ie

Is am as wet cur na is tal alendar Ic the current year

please see ge 3/1 which includes

all ma publrr airs ii dates is vi II as the slate of thr Annual

hare tic lders Mr trrig are avarlable

In Os at 2013 we lau stied Siemens Shareholder

beSts rh rly pok hcaton vhrch arldressrd primarily

friwtc investor and provides burl somn any of key

eve borne in turino the uoa tel mute review

Our Company wide Share Ownership tiuidelrries specify that

the members of the Managuig Board and roughly 550 other

senior executives must hold an inter st in Siemens equal in

value ho between 50% and 300% of their base compensation

for the period in which they hold office Fcmr further rrifommna

tronm on our erimployre share programs please see

pages 323 326

in

pagrs 323 326
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Siemer AG mriplre with the urrent applicable recommen

lotions of thi ierrnan orporats Goveinanre ode Code in

ihe vPTCi fl of May 13 113

he Mr ir rug Board irid the Supervisory Board of Siemens AG

now discussrd cornphanm wit iho Codes recommendations

in detail Based on then deliberatic ni thr boards hive approved

the annual Declaration of Coot rmrtv of October 2013

with twc cuplerriontary ncplanations regirding compliance

witi certa recommendations rius dorument is posted on

rur iv bsit arid presents ii cli ipter

on page 124 of this Annual Report

Siemens volor tar ly complies with the Code non binding

oggc ti wi with lie followrrrg exceptions

ordmirg to the rev ed crtro i3 para in the rose of

takeover offer the Management Br md should convene an

extrao nary Gweral Mertrr at wl rrh shareholrters dis

cuss tin tikeover offer arid miy decide on orponati actions

previou ny only in appropriate cases he convening of

shireh ilders neeting rvon rkinr into account the short

rime ii ne limit stioulate fir the Or rman Secoritis Acgui

situ ii md lakcover Wpt is an org mnizitiorral dial

lenqo for large publicly listed rrrpa lies It appears doubtful

wheth iii associated effort justihr iii rases where no

relcva it decisions by the sharr holders meeting an intend

ed Th usfore extraordinary shareholdcrs meetings shall as

in the past hr co ivenmed nly appr priate cases

Sin i5 Mrnagmny Board appointments nrade in 2011 the

ggestion in Sectio ra sent rice of tire ode

tir it ie uraximnurn possible appointment period of fry years

should riot be the rule for fir tirri appomntrnrenits to the

Mann oerrrent Board has nut been tol owed

Our listing or the New York icR txch urge NYSE suhj acts us

to nor rber of provrsrorx under tt.S set unties laws including

tIre rbarres DaIry Act SA well as to tire rules arid regu

ti in the Securities arid xch irrge Commission SLC

arid ti NYSF lb riter alia Mc lit its our compliance with the

SOA have among other th ng cit iblished Disclosure

tony rIte ir rprrsmoo tire ads of number of our Corp

ate Units Thu cc mmnrttee is nesi orisihle for reviewing ertarn

frrmanr rrl and non boon rat inform itron arid advising mr Man

mgrrig
Bofld or ts decisions meg rdrng disrlosune We also have

pnucs di rim plare that require tire err bers of the nanage

mr mit of on tori Drvrsioru irranicrol ervices Cross Sector

Servrcr Begr nal Clust ni rid cc rtair orporate Units sup

poor by rsmtifrrotrons provi led by th management of entr

tie unrdir then direction to ra mfmrrr the correctness of tire

hiram ml data lot they ave reported tr erriens runponate

headquarters and tire effectiveness of tire related control sys

tems The confirrrratmorr provides basis for our CEO arid CFO

to certify our financial statements to ire BED Consistent with

the requirements of tire BOA we have procedures for handling

accounting complaints mr place as well as Code of Ethics for

Financial Matters This Code of Ethrs for Financial Matters

was last updated in 2010

Liii SUPERVSORY BOARD

Siemens AG is subject to Gerrrran ccurporate law It has two tier

board structure consisting ot Maniagmrrg Board arid

Supervisory Board As required by the German Codetermmnatron

Art Mitbentrnimongsgesetz the on ponys shareholders arrd

its emnrployees each select one half of tire Supervisory Boards

members the terni of office of the members of the Supervisory

Board will expire at the close of the Annrral Sirareholders Meet

mg 2018 As successor to Dr Josef Ackemmann who resignmeml

froor the Supervisory Board effective September 30 2013 finn

Hagennanri Smrabe iras been appointed to the Supervisory Board

by court order iii accordarce with Section sentence of the

Code until tire end of tire Airnual Shareholders Meeturq 2014

The Supervisory Board mnmost rem emrtly amended tIre oh ectrves

fom its composition in line with Section 54 of the Code mr irs

cal 2012 Due to the new election of sI areholder and employee

representatives which took effec at the end of the Annual

Shareholders Meeting on January 23 2013 the Supervisory

Board modified these objectives at it meeting on September

18 2013 arid neapproved them as follows

The commipositiomi of time Supervisory Bond of Siemens AG

shall Us such tnat qualified control arid advising for nhe

Managing Board is ensured The canrdid tes proposed for

electron to the Supervisory Board shall hays tie expertise

skills and professional expenrenri necessary to carry out the

funrrtnons of Supervisory Board mnemmrber in nrrultmnratiomral

company and safeguard tire rept tat on of Smeniens in public

hr particular cane shall be taken in negamd to the penso ialrty

integrity connrmitment professionalism amrd independence

of the individuals proposed for electron The goal is to err

sure that iii tire Supervisory Board as gnoup all know

irow arid expenienrce is available that is considered essential

in view of Siennenis activities

Taking the companys internatuonial onrenmtatiomr into ocr ount

care shall also be taker to ensure tirat the Supervisory Board

iras an adequate nuniber of mnremnb mrs wittr extensive miter

national expenrenice Our goal is to rmnike sure that tire pros

out considerable share of Supervisory Board mriembers with

extensive iritenmration experience is nnau rtanned

ins or ot vrraiceipotm
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In its election proposals the Supervisory Board shall also pay

particular attention to the appropriate participation of wom
en Qualified women shall already be included in the initial

process of selecting potential candidates for new elections or

for the filling of Supervisory Board positions that have become

vacant and shall be considered as appropriate in nomina

tions We have meanwhile been able to increase the number

of women on our Supervisory Board to five Our goal is to

maintain and if possible to increase this number It is also

intended that as is currently the case at the minimum one

woman should be member of the Nominating Committee

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 for the Super

visory Board will be taken into consideration In addition no

more than two former members of the Managing Board of

Siemens AG shall belong to the Supervisory Board

The objectives for the Supervisory Boards composition that

were approved in the last fiscal year have been taken into ac

count in the proposals for the election of the Supervisory

Board members and have been fully achieved The consider

able share of Supervisory Board members who are currently

engaged in international activities and/or have many years of

international experience has been maintained The number of

female Supervisory Board members has increased from four to

five Furthermore Dr Nicola Leibinger-KammUller has been

elected to the Nominating Committee The Supervisory Board

has an adequate number of independent members In the

opinion of the Supervisory Board minimum of sixteen Super

visory Board members are independent in the meaning of Sec

tion 5.4.2 of the Code Some Supervisory Board members

hold or have held in the past year high-ranking positions at

other companies with which Siemens does business Never

theless transactions between 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 members in question

The Supervisory Board oversees and advises the Managing

Board in its management of the Companys business At regular

intervals the Supervisory Board discusses business develop

ment planning strategy and implementation It reviews the

Stand-Alone Financial Statements of Siemens AG the Consoli

dated Financial Statements of Siemens Group Management

Reports on these financial statements and the proposal for the

appropriation of net income It also discusses Siemens quarterly

and half-yearly reports and approves the Stand-Alone Financial

Statements of Siemens AG as well as the Consolidated Financial

Statements of Siemens Group taking into account both the

reports issued by the independent auditors thereon and the

results of the review conducted by the Audit Committee In ad

dition the Supervisory Board and the Compliance Committee

which is described in more detail below concern themselves

with the Companys adherence to statutory provisions official

regulations and internal Company policies compliance The

Supervisory Board also appoints the members of the Managing

Board and determines each members duties Important Manag

ing Board decisions such as those regarding major acquisi

tions 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

particular the rules regarding the allocation of duties among

individual Managing Board members the matters reserved for

the Managing Board as whole and the quorum required for

Managing Board decisions

The Supervisory Board currently has seven committees whose

duties responsibilities and procedures fulfill the requirements

of the German Stock Corporation Act and the Code reflect ap

plicable SOA requirements and incorporate applicable NYSE

rules as well as certain NYSE rules with which Siemens AG

complies voluntarily The Chairmen of the committees provide

the Supervisory Board with regular reports on the activities of

the committees

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 and cor

porate governance committee to the extent that such tasks are

not performed by the Nominating Committee and German law

does not require that such tasks be performed by the full Super

visory Board In particular the Chairmans Committee makes

proposals regarding the appointment and dismissal of Manag

ing Board members and handles contracts with members of

the Managing Board In preparing recommendations on the

appointment of Managing Board members the Chairmans
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Committee takes into account candidates professional quali

fications international experience and leadership qualities

the age limit specified for Managing Board members 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 ques

tions regarding the Companys corporate governance and pre

pares the resolutions to be approved by the Supervisory Board

regarding the Declaration of Conformity with the Code includ

ing the explanation of deviations from the Code and regarding

the approval of the Corporate Governance Report and the

Report of the Supervisory Board to the Annual Shareholders

Meeting 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 Compensation Committee which was newly formed by

the Supervisory Board on July 31 2013 and comprises the

members of the Chairmans Committee of the Supervisory

Board as well as one of the Supervisory Boards shareholder

representatives and one of the Supervisory Boards employee

representatives prepares the proposals for decisions by the

Supervisory Boards plenary meetings regarding the system of

Managing Board compensation including the implementation

of this system in the Managing Board contracts the definition

of the targets for variable Managing Board compensation the

determination and review of the appropriateness of the total

compensation of individual Managing Board members and the

approval of the annual Compensation Report In addition the

Compensation Committee prepares the regular review by the

Supervisory Boards plenary meetings of the system of Manag

ing Board compensation

The Audit Committee comprises the Chairman of the Super

visory Board two of the Supervisory Boards shareholder repre

sentatives and three of the Supervisory Boards employee

representatives In November 2013 it was decided to increase

the number of Committee members by one additional share

holder representative and one additional employee representa

tive Under German law the Audit Committee must include at

least one independent Supervisory Board member with knowl

edge and experience in the application of accounting princi

ples or the auditing of financial statements The Chairman of

the Audit Committee Dr Hans Michael Gaul fulfills these stat

utory requirements The Supervisory Board has designated

Dr Hans Michael Gaul in addition to Dr Gerhard Cromme

as an audit committee financial expert 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 Annual Shareholders Meeting

concerning the election of the independent auditors and sub

mits the corresponding proposal to the full Supervisory Board

In addition to the work performed by the independent audi

tors the Audit Committee also discusses the Companys finan

cial statements which are prepared by the Managing Board

quarterly half-yearly and annually On the basis of the inde

pendent auditors report on the annual financial statements

the Audit Committee makes after its own review recommen

dations to the Supervisory Board regarding the approval of the

Stand-Alone Financial Statements of Siemens AG and the Con

solidated Financial Statements of Siemens Group It concerns

itself with the Companys risk monitoring system and oversees

the effectiveness of the internal control system as this relates

in particular to financial reporting the risk management sys

tem and the internal audit system The Internal Audit Depart

ment reports regularly to the Audit Committee The Audit Com

mittee 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 independence 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 In November 2013 it was decided to increase

the number of Committee members by one additional share

holder representative and one additional employee representa

tive The Compliance Committee concerns itself in particular

with the Companys adherence to statutory provisions official

regulations and internal Company policies

The Nominating Committee which comprises the Chairman

and the Second Deputy Chairman of the Supervisory Board as

well as two further members to be elected by the shareholder

representatives of the Supervisory Board from among their

number is responsible for making recommendations to the

Supervisory Board on suitable candidates for election as share

holder representatives of 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 candi

dates attention shall also be paid to independence diversity

and in particular the appropriate participation of women
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The Mediation Committee which comprises the Chairman of

the Supervisory Board the First Deputy Chairman who is elect

ed 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 Super

visory Board cannot reach the two-thirds majority required for

the appointment or dismissal of Managing Board member

The Finance and Investment Committee1 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 asset 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

approval and have value of less than 600 million

The composition of the Supervisory Board and its committees

is presented in chapter D.7 SUPERVISORY BOARD AND MANAGING

BOARD on pages 348-351 of this Annual Report Information on

the work of this body is provided in the --- A.3 REPORT OF THE

SUPERVISORY BOARD on pages 102-110 The compensation paid to

the members of the Supervisory Board is explained in chapter

BA COMPENSATION REPORT on pages 146-147

B.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 members

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 Stand-Alone Financial Statements of

Siemens AG and the Consolidated Financial Statements of

Siemens Group In addition the Managing Board must ensure

that the Company adheres to statutory provisions official reg

ulations and internal Company policies compliance and works

to achieve compliance with these provisions and policies with

in the Siemens Group Further comprehensive information on

the compliance program and related activities in fiscal 2013

is presented in chapter B.3 COMPLIANCE REPORT on pages 126-

128 and in chapter c.81O COMPLIANCE on pages 224-226 of

this Annual Report The Managing Board and the Supervisory

Board cooperate closely for the benefit of the Company The

Managing Board informs the Supervisory Board regularly

comprehensively and without delay on all issues of

importance to the Company with regard to strategy plan

ning business development financial position earnings

compliance and risks When filling managerial positions at

the Company the Managing Board takes diversity into con

sideration and in particular aims for an appropriate consid

eration of women

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 utili

zation of authorized capital in connection with the issuance of

employee stock and the implementation of certain capital mea

sures It also determines the scope and conditions of the share-

based compensation components and/or programs for employ

ees and managers with the exception of the Managing Board

The composition of the Managing Board and its committee is

presented in chapter -- D.7 SUPERVISORY BOARD AND MANAGING

BOARD on pages 352-354 of this Annual Report Information on

the compensation paid to the members of the Managing Board

is provided in the B.4 COMPENSATION REPORT on pages 129-145

B.1.1.3 SHARE OWNERSHIP

As of october 13 2013 the Managing Boards current members

held total of 216560 2012 293808 Siemens shares repre

senting 0.02 2012 0.03% of the capital stock of Siemens AG
which totaled 881000000 shares

As of the same day the Supervisory Boards current members

held Siemens shares representing less than 0.01 2012 less

than 0.01% of the capital stock of Siemens AG which totaled

881000000 shares These figures do not include the 9313438

2012 11454464 shares or 1.06 2012 1.30% of the capital

stock of Siemens AG which totaled 881000000 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 commit

tee and has deciding vote in cases of deadlock
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B.1.2 Purchase or sale

of the Companys shares

Pursuant to Section 15a 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 there

on if the total value of such transactions entered into by

board member 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

WWW.SIEMENS.cOM/DIRECTORS-DEALINGS

B.1.3 Annual Shareholders Meeting

and investor relations

Shareholders exercise their rights in the Annual Shareholders

Meeting An ordinary Annual Shareholders Meeting normally

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

Annual Shareholders Meeting decides among other things on

the appropriation of the unappropriated net income the ratifi

cation of the acts of the Managing and Supervisory Boards and

the appointment of the independent auditors Amendments to

the Articles of Association and measures that change the Com

panys capital stock are approved at the Annual Shareholders

Meeting and are implemented by the Managing Board The

Managing Board facilitates shareholder participation in this

meeting through electronic communications in particular via

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 mall The Managing Board

may enable shareholders to participate in the Annual Sharehold

ers 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 Shareholders

may submit proposals regarding the proposals of the Managing

and Supervisory Boards and may contest decisions of the Annu

al Shareholders Meeting Shareholders owning Siemens stock

with an aggregate notional value of 100000 or more may also

demand the judicial appointment of special auditors to examine

specific issues The reports documents and information re

quired bylaw including 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 require disclosure

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 re

ports earnings releases ad hoc announcements analyst presen

tations shareholder letters and press releases as well as the

financial calendar for the current year which contains the pub

lication dates of significant financial communications and the

date of the Annual Shareholders Meeting at www.SIEMENS

coM/INvEST0RS Details of our investor relations activities are

provided in chapter A.4 THE SIEMENS SHARE IINVESTOR RELATIONS

on pages 111-114 of this Annual Report

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.SIEMENS.coMc0RP0RATE-G0VERNANcE

B.1.4 Significant differences between

Siemens corporate governa rice and

NYSE Corporate Governance Standards

Companies listed on the NYSE are subject to the Corporate Gov

ernance 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-coun

try 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 ob

ligations In addition the NYSE Standards require that foreign

private issuers disclose any significant differences between their

own corporate governance practices and those that the NYSE

Standards require of U.S domestic 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 Gover

nance Code as set out on pages 118-121 of this Annual Report

Furthermore Siemens complies with all binding rules and

regulations 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

domestic issuers

The significant differences between our governance practices

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

122

92 To our Shareholders 557 CcipoRse Governance

118 corporate Governance Reporr

124 corporate Governance statement parsuant to

Section 289a of the German commercial code

pan of the combined Management Report

126 compliance Report

129 compensation eepors

part of the combined Management Report

148 Takeover-relevant information parsuant to

Sections 289 para and 315 para.4 of the

German commercial code and enplanatory report



B.1 .4.1 TWO-TIER BOARD STRUCTU RE

The German Stock Corporation Act requires Siemens AG to

have two-tier board structure consisting of Managing

Board and Supervisory Board This two-tier structure is char

acterized by strict separation of management and super

vision The roles and responsibilities of each of the two

boards are clearly defined by law The composition of the

Supervisory Board is determined in accordance with the

German Codetermination Act which stipulates that one-half

of the required 20 Supervisory Board members are to be

elected by our employees 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

independent 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

being 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 and corporate governance committee to its Chairmans

Committee and has delegated part of the remaining functions

to its Nominating Committee The Supervisory Board has also

established Compensation Committee Nevertheless certain

responsibilities for example the determination of the com

pensation 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 Supervisory

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 consider

ation in drawing up these bylaws

The Audit Committee of Siemens AG is subject to the require

ments of the SOA and the Securities Exchange Act as these

apply to foreign private issuer and performs in cooperation

with the Compliance Committee functions similar to those

assigned to an audit committee under the NYSE Standards

Nevertheless German law prohibits delegating certain respon

sibilities such as the selection of independent auditors who
under German law must be elected at the shareholders meet

ing 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 U.S domestic

companies i.e U.S companies listed on the NYSE obtain

shareholder approval of all equity compensation plans in

cluding 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 share

holder approval Shareholders must also approve the key

points of stock option plan as part of decision regarding

the creation of contingent capital or the authorization for

company to repurchase and use its own 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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B.2 Corporate Governance statementpursuant to Section 289a

of the German Commercial Code

The Corporate Governance statement pursuant to Section 289a

ot 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 Coni

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

2013

Declaration of Conformity by the Managing Board and the

Supervisory Board of Siemens Aktiengesellschaft with the

German Corporate Governance Code

Siemens AG complies and will continue to comply with

the currently applicable recommendations of the German

Corporate Governance Code Code in the version of

May 13 2013 published by the Federal Ministry of Justice

in the official section of the Federal Gazette Bundes

anzeiger Further details are as follows

In Section 4.2.3 para sentence the Code recommends

capping the amount of Management Board compensation

both overall and for individual compensation components

Plans call for implementing this recommendation effective

October 2013 The current Managing Board contracts

specify caps for bonuses and long-term stock-based com

pensation However these caps are defined as percent

age of each target amount they are not specific figures In

line with the principle that agreements must be honored

retroactive intervention in these contracts would be inap

propriate It could not be implemented by the company

unilaterally and in our opinion is not required by Section

4.2.3 para sentence

In Section 4.2.3 para sentence the Code recommends

that in concluding Management Board contracts care be

taken to ensure that payments made to Management

Board member on premature termination of hisher con

tract including fringe benefits do not exceed the value of

two years compensation severance payment cap and

compensate no more than the remaining term of the

employment contract

The current Managing Board contracts contain corre

sponding severance payment cap and it is intended to in

clude such cap in all future Managing Board contracts

Therefore the agreements concluded with Mr Löscher

and Ms Ederer on the premature termination of their

Managing Board activities specify severance payments

that do not exceed the value of two years compensation

Further benefits that do not constitute compensation pay

ments in the sense of Section 4.2.3 para sentence of

the Code were also agreed upon with both Mr Lascher and

Ms Ederer Mr Loscher in particular having signed two-

year post-contractual non-compete clause Details of the

agreements with Mr LUscher and Ms Ederer will be pro

vided in the Compensation Report included in the Annual

Report for 2013

Since making the last Declaration of Conformity dated

October 2012 Siemens AG has complied with the recom

mendations of the Code in the prior version of May 15

2012

Berlin and Munich October 2013

Siemens .Aktiengesellschaft

The Managing Board The Supervisory Board
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INFORMATION ON

CORPORATE GOVERNANCE PRACTICES

Suggestions of the Code

Siemens voluntarily complies with the Codes non-binding

suggestions with the following exceptions

According to the revised Section 3.7 para in the case of

takeover offer the Management Board should convene an

extraordinary General Meeting at which shareholders discuss

the takeover offer and may decide on corporate actions pre

viously only in appropriate cases The convening of share

holders meeting even taking into account the shortened

time limits stipulated in the German Securities Acquisition and

Takeover Act Wertpapiererwerbs- und Ubernahmegesetz

WpUG is an organizational challenge for large publicly

listed companies It appears doubtful whether the associated

effort is justified in cases where no relevant decisions by the

shareholders meeting are intended Therefore extraordinary

shareholders meetings shall as in the past be convened only

in appropriate cases

Since the Managing Board appointments made in 2011 the

suggestion in Section 5.1.2 para sentence of the Code that

the maximumpossible appointment period of five years should

not be the rule for first-time appointments to the Management

Board has not been followed

The Code can be downloaded from the Internet at

LJ WWW.SIEMENS.COM/289A

Further Corporate Governance Practices applied beyond legal

requirements are contained in our Business Conduct Guide

lines

Our Companys values

and Business Conduct Guidelines

In the 166 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 electronics

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

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 They set out how we meet

our ethical and legal responsibility as company and give

expression to our corporate values of being Responsible

Excellent Innovative

The Business Conduct Guidelines can be downloaded from the

Internet on 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 Su

pervisory Boards is given under chapter D.7 SUPERVISORY

BOARD AND MANAGING BOARD on pages 348-354 respectively of

the Annual Report as is description of the composition of

the Managing Board and the Supervisory Board The composi

tions can be accessed via the Internet on

WWW.SIEMENS.COM/289A

general description of the functions and operation of the

Managing Board and the Supervisory Board can be found

under the heading ---- 8.1.1 MANAGEMENT AND CONTROL STRUCTURE

under chapter -- R.1 CORPORATE GOVERNANCE REPORT on pages 118-

123 and via the Internet on ci www.sIEMENS.COM/2R9A Further

details regarding the operation of the Managing Board and

Supervisory Board can be derived from the description of

the committees as well as from the bylaws for the corporate

bodies concerned These documents can be found at

WWW.SIEMENS.COM/289A
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13 Compliance 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 com

pliance adherence to the law and to our own internal regula

tions We have zero tolerance for corruption and violations of

the principles of fair competition and where they do occur

we rigorously investigate The fact that we uncovered com

pliance violations in our Company in the past fiscal year is

in our view validation that our compliance system was

designed properly and implemented effectively

Our Business Conduct Guidelines are binding for all managers

employees and Managing Board members worldwide They

also apply to members of the Supervisory Board where relevant

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 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 like

the ten principles of the United Nations Global Compact pro

vides important guidance for our entire organization Were

also actively involved in the Global Compact and engaged in

variety of its local networks

B.3.1 Compliance priorities

Since their introduction in fiscal 2011 our compliance priori

ties have taken into account and fulfilled the continuously

evolving requirements in the field of compliance require

ments that reflect both our own work and the changing market

conditions and compliance risks of our business activities

Each fiscal year we focus our activities on the compliance

priorities that provide the basis for the ongoing development

of our compliance system This approach has proven its worth

B.3.2 Further information indicators

and lega proceedings

For information on compliance risks please see C.9 REPORT

ON EXPECTED DEVELOPMENTS AND ASSOCIATED MATERIAL OPPORTUNITIES

AND RISKS on pages 227-245 of this Annual Report Detailed in

formation on our compliance priorities for fiscal 2013 and fiscal

2014 and list of our compliance indicators with accompany

ing notes are set out in c.8.1O COMPLIANCE on pages 224-226

We report on corruption and antitrust proceedings in NOTE

29 LEGAL PROCEEDINGS on pages 306-312

On our website youll find extensive information on compli

ance at Siemens and an overview of the published Company

information on compliance within the structure of the guid

ance by the Global Compact and Transparency International on

reporting for the Global Compacts tenth principle anti-corrup

tion WWW.SIEMENS.COM/AR/ANTI-CORRUPTION-REPORTING-INDEX

B.3.3 Compliance training

One focus of our preventive measures under the compliance

system is to provide training to all managers and employees who

hold positions with particular risk profile The Compliance

Officers of the relevant Company units identify the managers

and employees whose participation is required and ensure

they attend the training seminars They monitor and confirm

the fulfillment of these requirements at regular intervals

The assessment and analysis of compliance risks for the oper

ating units and at Group level --- C.9 REPORT ON EXPECTED DEVEL

OPMENTS AND ASSOCIATED MATERIAL OPPORTUNITIES AND RISKS offers

important indicators that help us develop and define the focus

of our training activities including the selection of the themed

modules for the annual events held in conjunction with the

Integrity Dialog which we introduced Siemens-wide in fiscal

2013 Our operating units address specific challenges by

enhancing their training activities with additional topics from

their own businesses In this way the training reflects both

Siemens-wide topics and the key topics specific to the operat

ing units
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B.3.4 Employee survey on compliance B.3.6 Siemens Integrity Initiative

We conduct regular surveys to gauge how Siemens employees

perceive the topic of compliance Since fiscal 2010 this has

been fixed component of the Company-wide Siemens Global

Engagement Survey The next survey is planned for fiscal 2014

B.3.5 Business partners and suppliers

AU business partners who function as intermediaries between

Siemens and its customers must undergo standardized

Company-wide risk assessment before business relations com

mence Business partners are assigned risk class based on cer

tain risk indicators such as the risk of corruption in the local

country The risk class determines how business relations

license requirements mandatory contract clauses etc proceed

In the year under review we made our business partner check

more risk-oriented We also provided all Siemens operating

units with standardized recommendations for the ongoing

monitoring of business partner activities

Our Code of Conduct for Siemens suppliers requires our sup

pliers to behave in lawful manner generally and to comply

with our anti-corruption principles in particular This Code of

Conduct is based on the ten principles of the United Nations

Global Compact We take risk-based approach with system

checks and on-site inspections to monitor whether our sup

pliers are in compliance with the Codes requirements For more

information please see C.8.3 SUPPLY CHAIN S1ANAfEMENT Ofl

page 215 of this Annual Report

In fiscal 2013 we developed information and recommenda

tions designed to help our employees deal with routine risks

from corruption fraud and embezzlement in the area of pur

chasing Here we drew upon our experience with similar

guide to antitrust regulations which we provided to employ

ees as part of our antitrust compliance program

If real progress is to be made in combating corruption and

fostering fair competition as many stakeholders as possible

must act in concert Thats why weve joined forces with

other organizations to fight corruption and promote ethical

markets through collective action and the Siemens Integrity

Initiative

Siemens introduced the second funding round of the Siemens

Integrity Initiative on June 27 2013 Information on the process

and description of the selection criteria are published on our

corporate website at WWW.SIEMENS.COM/INTEGRITY-INITIATIVE

Information on the projects supported in the first funding round

and their status can be found in the second annual report of

the Siemens Integrity Initiative which is also available on our

corporate website

B.3.7 Transfer of responsibility

for data privacy

Fiscal 2014 will see the Siemens-wide transfer of operational

responsibility for data privacy to the compliance organization

The related tasks include risk assessments monitoring activi

ties training for all managers and employees and complaint

handling The corporate legal department is providing legal

advice Were adapting our compliance system processes

accordingly for example by updating the compliance risk

assessment for our operating units to include data privacy

The Siemens compliance organization has an active presence

with firm foothold in our operating units The Compliance

Officers work with the CEO5 of the operating units and our

employees contact their local Compliance Officer with any

questions or reports about possible misconduct Were now

applying this same efficient established structure to data pri

vacy We believe this will make our data privacy management

more effective while optimizing efficiency
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Siemens Compliance System
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All Siemens managers are responsible for compliance this

continues to be the central element of our compliance system

with its three action levels Prevent Detect and Respond In

addition to specifying role-model function for senior man

agement this responsibility goes further all our managers

must exemplify compliance and ensure that business deci

sions and actions in their areas of responsibility are always in

complete accordance with the relevant legal requirements and

our own values and guidelines

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 integrity permanently throughout our Company

to ensure that we make sound business decisions based on

clear principles of integrity

For further information please see

C.9 REPORT ON EXPECTED DEVELOPMENTS AND ASSOCIATED MATERIAL

OPPORTUNITIES AND RISKS on pages 227-245 -- C.8.1O COMPLIANCE

on pages 224-226 and NOTE 29 LEGAL PROCEEDINGS on pages

306-312 of this Annual Report

WWW.SIEMENS.COM/COMPLIANCE
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BA 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 GCGC and includes disclosures

in accordance with the requirements of the German Commer

cial 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 com

mitment to and on behalf of the Company and may benefit

from any sustained increase in the Companys value In the in

terest of that aim substantial portion of their total remunera

tion 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

neration 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 full Super

visory Board based on proposals from the Chairmans Com

mittee or beginning with July 2013 the Compensation Com

mittee The Supervisory Board reviews remuneration levels

annually to ensure that they are appropriate In that process

the Companys economic situation performance and outlook

as well as the tasks and performance of the individual Manag

ing Board members are taken into account In addition the

Supervisory Board considers the common level of remunera

tion in comparison with the peer companies and with the

compensation structure in place in other areas of the Com

pany taking due account of the relationship between the Man

aging Boards remuneration and that of senior management

and staff both overall and with regard to its development over

time 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

Remuneration system for Managing Board members
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In fiscal 2013 the remuneration system for the Managing

Board had the following components

Non-performance-based components

l3ase compensation

Base compensation is paid as monthly salary It is reviewed

annually and revised if appropriate The base compensation of

the President and CEO Joe Kaeser has been 1845000 per

year since his appointment on August 2013 The base com

pensation of the CFO and those members of the Managing

Board who have responsibilities for Sector portfolios has been

967500 per year since October 2012 The base compen

sation of the other members of the Managing Board has

remained unchanged at 900000 per year since October

2010

Ii iriqe benefits

Fringe benefits include costs or the cash equivalent of

non-monetary benefits and other perquisites such as provi

sion of Company car contributions toward the cost of insur

ance reimbursement of fees for legal advice tax advice and

accommodation 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 bonus

The variable compensation bonus is based on the Companys

business performance in the past fiscal year The targets for

the variable compensation are derived from One Siemens

our target system for sustainably enhancing corporate value

On the basis of this target system the Supervisory Board at

the beginning of each fiscal year defines specific targets

Corresponding target parameters in addition to other fac

tors also apply to senior managers with view to establish

ing consistent target system 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 compensation may 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

downward 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 considered in deciding on possible revisions of the bonus

payouts 20% the Supervisory Board takes account of in

centives 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

ion g-teun stock-based compensation

Long-term stock-based compensation consists of grant of for

feitable stock commitments Stock Awards The beneficiaries

will receive one free share of Siemens stock for each StockAward

after restriction period Beginning with the award for fiscal

2011 the restriction period for Stock Awards ends at the close of

the second day after publication of the preliminary 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 1.9 million for the President and CEO effective

August 2013 and million for each of the other members

of the Managing Board Beginning with fiscal 2011 the Super

visory Board has the option of increasing on an individual ba

sis 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 Manag

ing Board members individual accomplishments and experi

ence as well as the scope and demands of his or her function

This rule does not apply to the President and CEO

The performance-based component of long-term stock-based

compensation is likewise founded on the One Siemens target

system The allocation rules for long-term stock-based com

pensation 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 for the last three completed fiscal years from

continuing and discontinued operations EPS In principle

the target value is the average basic EPS from the past three

130

92 To our Shareholders 17 II nod1e Govern nie

118 Corporate Governance Report

124 Corporate Governance statement pursuant to

Section 289a of the German Commercial Code

part of the Combined Management Report

126 II Compliance Report

129 74 Compensation Report

part of the Combined Management Report

148 Takeover-relevant information pursuant to

Sections 289 para.4 and 315 para.4 of the

German Commercial Code and euplanatory report



fiscal years completed prior to the year of compensation At

the end of each fiscal year the Supervisory Board decides on

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 resulting number of Stock Awards

On the other hand the development of the performance of

Siemens stock relative to its competitors is to have direct

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 and 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 generally

the same principles apply for the Managing Board and for se

nior managers these principles are discussed in more detail in

NOTE 33 in --3 0.6 NOTES TO CONSOLIOATED FINANCIAL STATEMENTS

That note also includes 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

executives 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

Managing Board The determining figure in this context is the

average base compensation that the relevant member of the

Managing Board has drawn over the four years of the buildup

phase Accordingly changes that have been made to the base

compensation in the meantime are included Non-forfeitable

stock awards Bonus Awards are taken into account in deter

mining 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 there

after if the value of the accrued holdings declines below

the minimum 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 upon annually by the Supervisory

Board most recently it was set at 28% In making its decision

the Supervisory Board takes account of the intended level of

provision for each individual also considering the length of

time for which the individual has been Managing Board

member as well as the annual and long-term expense to the

Company as result of that provision The non-forfeitability of

pension benefit commitments is in compliance with the pro

visions 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 earned

pension benefit entitlement from the Company before the

BSAV was introduced portion of his or her contributions

went toward financing this prior commitment

Members of the Managing Board are entitled to benefits un
der the BSAV on reaching age 60 at the earliest As rule the

accrued pension benefit balance is paid out to the Managing

Board member in twelve annual installments At the request

of the Managing Board member or of his or her surviving de

pendents the pension benefit balance may also be paid out

in fewer installments or as lump sum subject to the Compa

nys consent The accrued pension benefit balance may also

be paid out as pension As further alternative the Manag

ing Board member may choose combination of payment in

one to twelve installments and payment of pension If the

pension option is chosen decision must be made as to

whether it should include pensions for surviving dependents

If member of the Managing Board dies while receiving

pension benefits will be paid to the members surviving de

pendents if the member has chosen such benefits The Com

pany will then provide limited-term pension to surviving
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children until they reach age 27 or age 25 in the case of com

mitments made on or after January 2007

Benefits from the retirement benefit system that was in place

before the BSAV are normally granted as pension benefits with

surviving dependents pension In this case as well payout

in installments or lump sum may be chosen instead of pen

sion payments

Members of the Managing Board who were employed by the

Company on or before September 30 1983 are entitled to transi

tion payments for the first six months after retirement equal to

the difference between their final base compensation and the

retirement benefits payable under the corporate pension plan

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 without serious cause The amount of this payment

must not exceed the value of two years compensation and

compensate no more than the remaining term of the contract

cap The amount of the compensatory payment is calculated

on the basis of the base compensation the variable compen

sation bonus and the long-term stock-based compensation

Stock Awards actually received during the last fiscal year be

fore termination The compensatory payment is payable in the

month when the member leaves the Managing Board In addi

tion one-time exceptional contribution is made to the BSAV

The amount of this contribution is based on the BSAV contri

bution that the Board member received in the previous year

and on 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 mem
bers activity on the Managing 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 Board 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 right to terminate his or

her contract with the Company for good cause change of

control exists if one or more shareholders acting jointly or in

concert 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 inter

company agreement within the meaning of Section 291 of the

German Stock Corporation Act or if Siemens AG is to be

merged into an existing corporation or other entity If this

right of termination is exercised the Managing Board member

is entitled to severance payment in the amount of not more

than two years compensation The calculation of the annual

compensation includes not only the base compensation and

the target amount for the bonus but also the target amount

for the Stock Awards in each case based on the most recent

completed fiscal 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 payment 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 severance payments will be reduced by 15% as lump-sum

allowance for discounted values and for income earned else

where However this reduction will apply only to the portion

of the compensatory or severance payment that was calcu

lated without 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

is 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 remain in effect without restriction If the employ

ment agreement is terminated because of retirement disabili

ty or death Managing Board members Bonus Awards will be

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

Stock commitments that were made as long-term stock-based

compensation Stock Awards and for which the restriction

period is still in progress will normally forfeit 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 forfeit if the employment

agreement is terminated because of retirement disability

or death or in connection with spinoff the transfer of an

operation or change of activity within the corporate group

In this case the Stock Awards will remain in effect upon termi

nation of the employment agreement and will be honored on

expiration of the restriction period
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The remuneration system for the Managing Board members

applicable as of fiscal 2014 will be submitted for approval to the

Annual Shareholders Meeting on January 28 2014 For de

scription of the revisions compared to the remuneration system

currently in place see 11.4.1.4 REVISIONS OF THE REMUNERATION

SYSTEM FOR THE MANAGING BOARD FOR FISCAL 2014

B.4.1.2 REMUNERATION OF THE MEMBERS

OF THE MANAGING BOARD FOR FISCAL 2013

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

previous 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 EPS The defini

tion of these parameters and their weighting acknowledges

sustainable enhancement of corporate value An internal re

view of the appropriateness of the Managing Boards compen

sation for fiscal 2013 has confirmed that the remuneration of

the Managing Board resulting from the target attainment for

fiscal 2013 is to be considered appropriate Following the deci

sion on determining the achievement of the targets set at the

beginning of the fiscal year the Supervisory Board decided at

its meeting on November 2013 to set the variable compen

sation component bonus the Stock Awards to be granted

and the pension benefit contributions as follows

The values measured for target attainment were not adjusted

In an overall assessment of all relevant aspects the Supervisory

Board decided exercising its duty-bound discretion pfficht

gemafies Ermessen to adjust the bonus payout amounts re

sulting from target attainment downward for all Managing

Board members resulting in target attainment of 95% for the

determination of the payout amounts of the variable compen
sation bonus In its decision the Supervisory Board among

other factors took into account that the Company did not meet

its expectations compared to competitors especially with re

gard to profitability

In addition the Supervisory Board reflected the performance of

individual Managing Board members and decided upon further

individual adjustments for certain Managing Board members

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

the beginning of fiscal 2013 the Supervisory Board took into

account that the Company continues to focus on sustainable

appreciation of value This focus is intended to enable the

Company to maintain its financial flexibility and hold its own

against competitors in periods of high market volatility

The emphasis in terms of the sustainable enhancement of

value is on capital efficiency and capital structure This was

taken into account in weighting the two target parameters

of ROCE adjusted and Free cash flow

The target for organic revenue growth allowed for the great

uncertainty of the competitive environment and the goal of

capital-efficient growth

The target for ROCE adjusted allowed for the first-time appli

cation of the revised LAS 19R reporting standard The expec

tations for business in fiscal 2013 as well as the Siemens

2014 program were also considered

The target for Free cash flow was maintained at the prior

years level which represented noticeable increase at that

time The trend towards lower advance payments by cus

tomers was also taken into account

As consequence the following targets were set and attained

with respect to the variable compensation bonus

Long-term stock-based compensation

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

average basic EPS of 5.46 was determined for fiscal years 2011

through 2013 yielding target attainment of 118%

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 ABB General Electric Philips

Rockwell Schneider over the coming four years and will

theref Ire not be determined until after the end of fiscal 2017

Target parameter Weight 100% of target Actual 2013 figure Target attainment

Revcniie gromth organic 20% 5% 87.80/c

RI/IC IdloStOd 40c 15.1% 13.8c 67 756

FIn cis flocc 40% 3600 million 5257 million 55.24%

Target attainment calculative 106.76%
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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 award less the present

value of dividends expected during the holding period be

cause beneficiaries are not entitled to receive dividends This

figure for determining the number of commitments amount

ed to 80.88 2012 64.93

Benefits associated with termination

of Managing Board membership

In connection with the mutually agreed premature termination

of the Managing Board membership of former President and

CEO Peter Löscher as of July 31 2013 it was agreed that his

contract with the Company would terminate as of September

30 2013 His entitlements agreed under the contract remained

in effect until that date compensatory payment in gross

amount of 14803005 was agreed upon with Mr Löscher in

connection with the mutually agreed premature termination

of his activity as President and CEO together with one-time

special contribution of 2240000 to the BSAV to be credited

in January 2014 It was also agreed with Mr Löscher that his

long-term stock-based compensation Stock Awards for fiscal

2013 will be calculated after the actual target attainment is

available and awarded at the usual date These 28077 Stock

Awards will be settled in cash according to the provisions of

the contract as no employment relationship will be in place at

the date of award The Company has furthermore agreed with

Mr Loscher to reimburse out-of-pocket expenses up to max

imum of 100000 plus value-added tax For his part Mr

Löscher has agreed not to work for any significant competitor

of Siemens AG for period of two years after the end of his

employment contract i.e until September 30 2015 Siemens

will not provide additional compensation for this post-

contractual non-compete commitment However the Stock

Awards that were granted in the past for fiscal 2010 2011 and

2012 and for which the restriction period is still in effect will

be absolutely maintained see u.4.1.3 ADDITIONAL INFORMA

TION ON STOCK-BASED COMPENSATION INSTRUMENTS IN FISCAL 2013

In connection with the mutually agreed premature termina

tion of the Managing Board membership of former Managing

Board member Brigitte Ederer as of September 30 2013 it

was agreed upon that her contract with the Company would

end at the same time compensatory payment in gross

amount of 5600019 was agreed upon with Ms Ederer in

connection with the mutually agreed premature termination

of her activity as Managing Board member together with

one-time special contribution of 882000 to the BSAV to be

credited in January 2014 It was also agreed with Ms Ederer

that her long-term stock-based compensation Stock Awards

for fiscal 2013 will be calculated after the actual target attain

ment is available and awarded at the usual date These 13477

Stock Awards will be settled in cash according to the provi

sions of the contract as no employment relationship will be in

place at the date of award The Company has furthermore

agreed with Ms Ederer to reimburse out-of-pocket expenses

up to maximum of 30000 plus value-added tax The Stock

Awards that were granted in the past for fiscal 2010 2011 and

2012 and for which the restriction period is still in effect will

be absolutely maintained see 84.1.3 ADDITIONAL INFORMATION

ON STOCK-BASED COMPENSATION INSTRUMENTS IN FISCAL 2013

In determining the amount of the compensatory payments for

Mr Löscher and Ms Ederer in accordance with the terms of

their contracts with the Company the base compensation for

fiscal 2013 and the variable compensation and long-term stock-

based compensation actually received for fiscal 2012 were ap

plied and limited as applicable to either two annual payments

in total or the compensation for the remaining terms of their

appointments The portion of compensatory payments that

was calculated excluding the first six months of the remaining

contract term was reduced by 15% as lump-sum allowance

for discounted values and for income earned elsewhere In ad

dition non-monetary benefits were covered by payment in

the amount of 5% of the compensatory payment

Total compensation

On the basis of the decisions by the Supervisory Board

described above Managing Board compensation for fiscal 2013

totaled 34.58 million decrease of 12.7% 2012 39.61 mil

lion Of this total amount 16.98 million 2012 17.45 million

was attributable to cash compensation and 17.60 million

2012 22.16 million to stock-based compensation Thus

more than half of the compensation was paid in the form of

stock-based instruments with waiting or restriction periods of

four years and therefore on deferred basis

The compensation for fiscal 2013 presented in the following

table not only takes account of the applicable reporting stan

dards but also of the new recommendations of the GCGC

with regard to the disclosure of remuneration of the Manag

ing Board Consequently the information is set forth in

model table recommended by the Code and shows the value

of benefits granted for the year under review The figures pre

sented also include the attainable minimums or maximums

as applicable The fair values shown for granted stock-based

compensation were calculated on the basis of the applicable

reporting standards The transfer of one share per award will

not take place until the expiration of the four-year waiting or

restriction period i.e not until November 2017 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 Accord

ingly the value of the actual shares transferred may be high

er or lower than shown here also depending on the stock

price in effect at the time of transfer

The compensation presented on the following pages was

granted to the members of the Managing Board for fiscal 2013

individualized disclosure



Managing Board members serving as of September 30 2013

ariloiltits
in

Non-performance- Fixed compensation base compensation

based components
Fringe benefits1

Total

Performance-based without long-term incentive One-year variable compensation bonus

components effect non-stock-based Cash component GCGC
with long-term incentive Multi-year variable compensatin

effect stock-based
Variable compensation bonus Bonus Awards-5

Siemens Stock Awards restriction period years

Target attainment depending cn EPS tot past three fiscal years5

Target attainment depending cn future stock performance6

Total

Service cost

Total GCGC7

Total compensation of all Managing Board members for fiscal 20t3 according to the applicablu reporting standards amounted

to 34.58 million 202 39.61 million The granted payout amount presented below is to be used instead of the
target

value

according to the GCGC for the one-year variable compensation bonus and service costs for pension benefits are not included

Performance-based without long-tern incentive One-year variable compensation bonus

components effect non-stock-based Cash component

Total compensation

Managing Board members serving as of September 302013

aniouiit4 iiih

Non-performance- Fixed compensation base comperrsation

based components
Fringe

benefits1

Total

Performance-based without long-term incentive One-year variable comperrsation bonus

components effect non-stock-based ash component GCGC
with long-term incentive Multi-year variable compensation34

effect stock-based
Variable compensation bonus Bonus Awards-5

Siemens Stock Awards restriction period years

Target attainment depending co EPS for past three fiscal years5

Target attainment depending cli future stock performance6

Total

Service cost

Total GCGC1

total compensation of all Managing Board members for fiscal 2013 according to the applicable reporting standards aniourited

to 34.58 million 2012 39.61 million The qfartred payout artlount presented below is to he used instead of the target value

according to the GCGC for the one-year variable rorttpensatiotr bonus and service costs for pension benefits are lot included

Performance-based without long-term incentive One-year variable compensation bonus

components effect non-stock-based Cast component

Total compensation
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Joe Kaeser8 Dr Roland Busch Brigitte Ederer9

President ird Ci since August 2013 Member with espcmnsibililieo for Sertor portfolio Merrrber of he Manaqrrrg Board

03312 FY2013 13204 FY7017 FY2013 13 2013 F52013 2012 FY2013 132013 132013

11011 0180 Olin 0115 1111111 alas

900000 1113750 1113750 1113750 900000 967500 967500 967500 900000 900000 900000 900000

72935 71843 71843 71843 49771 48591 48591 48591 27697 42571 42571 42571

972935 1185593 1185593 1.185593 949771 1016091 1016091 1016091 927697 942571 942571 942571

450000 556875 1336500 450000 483750 1161000 450000 900000 2160000

796444 2542970 4886500 1799038 1551574 3161000 1860202 1117734 2000000

611965 558881 1336500 550801 433.840 1161000 611965

347557 1047315 3550000 770005 590020 2000000 770005 590020 2000000

836922 936774 478232 527714 478232 527714

.219379 4285438 1185.593 7408593 3198809 3.051415 1016.091 5338.091 3237.899 2960305 942.571 5102571

530970 504.323 504323 504323 547713 520736 520736 520736 552904 525886 525886 525886

.750349 4789761 1689916 7912916 3746522 3572151 1536827 5858827 3790803 3486191 1468457 5628457

558849

4287412

550760

3299569

433.819

3001.484

611955

3399854

855.148

2915453

Prof Dr Siegfried Russwurm8

tvrriilrem sv1h cespotvifoitrcv for Sectcri portfoho

132013

967.500

42134

1009634

483750

1856952

459722

737545

659685

3350336

519915

3870251

13 2013

miii

967500

42134

1009634

1009634

519915

1529549

1203
11180

967500

42334

1009634

1161000

3661000

1161000

500000

5831634

519915

6351549

Peter Solmssen

Member of the MaiiaqInq Boamd

203
111110

900000

32977

932977

32013

11100

900000

32977

932977

1080000

932977

526160

1459137

3080.000

1080000

2000000

5092.977

526160

5619137

Dr Michael 508

Merriber with resplil isifrilitres for Set cr1 portfolIo

FY2013

967500

36158

1003658

483750

1577456

459722

590020

527714

3064864

530392

3595256

2013

11111
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36158

1003658

1003658

530392

1534050

13 2013

lImbo

967500

36158

1003658

3161000

3161000

1161000

2000000

5325658

530392

5856050

900000

49089
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450000
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770005
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3259291

558008

3817299
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611955

381334

Ii 2012

900000

42146

942146

to 20 13 2013

900000

450000

900000

33498

.860.202

32977

933498

611965

932977

450000 450000

770005

478232

1860202 1545347

611965

.252348

427.613

546850

770005

.799198

590020

478232 527714

3.243.700 2928324

553236 526160

3796936 3454484

611955

.414303

459.642

3326228

611955 427574

3405655 2905898

611955 459.642

3421246 3040756



Klaus Helmrich Barbara Kux Prof Dr Hermann Requardt8

Member of the Managing Board Member of the Managing Board Merrrber with responsibilities tol Sector por tlcilro

FY2012 FY2013 EY2013 ES 2013 FY2012 FY2013 F5201 FY20l$ EY2012 FY2013 F52013 ES 2013

unit max mix max mix frriax

900000 900000 900000 900000 900000 900000 900000 900000 900000 967500 967500 967500

76961 68329 68329 68329 33960 58048 68048 68048 64132 65544 65544 65544

976961 968329 968.329 968.329 933960 968048 968048 968.048 964132 1.033.044 1.033.044 1033044

450000 450000 1080000 450000 450000 1080000 450000 483750 1161000

1860202 1545347 3080000 1860202 1545347 3080000 1921431 1934354 3661000

611965 427613 1080000 611965 427613 1080000 673194 537124 1161000

770005 590020 2000000 770005 590020 2000000 770005 737545 2500000

478232 527714 478232 527714 478232 659685

3287163 2963676 968.329 5128329 3244162 2963395 968048 5128.048 3335563 3451148 1033.044 5855044

547675 520698 520698 520698 552800 525734 525734 525734 526202 499761 499761 499761

3834838 3484374 1489027 5649027 3796.962 3489129 1493782 5653782 3861765 3950909 1532805 6354805

611955 427574 611955 427574 673151 537.110

3449118 2941250 3406117 2940969 3558714 3504508

Peter Löscher1

Member of the

Manacling hoard id President

arid until alp 31 20t

FY2013

2000000 1666667

30720 25689

2030720 1692356

1000000 1666667

4480553 2328604

1359959

1359900 1583607

7871173 5604567
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Dr Raif Thomas

CF drive September 18 2013

t-Y 20t2 FY 2013 20t3 2013

rriirr firrav

34938 34938 34938

2465 2465 2465

37403 37403 37403

17469 41926

57134 114148

16.661 41926

21352 72222

19121

112006 37.403 193.477

208034 208034 208034

320040 245437 401511

16598

111135

1925045 1229214

1195549 1099390

7.511273 5687.627

1235653 1171716

8746926 6859343
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Allocations

The following table shows allocations during or for fiscal 2013

as the case may be for fixed compensation fringe benefits

one-year variable compensation and multi-year variable com

pensation broken down by the relevant years for which they

were subscribed as well as the expense of pension benefits In

deviation from the multi-year variable compensation granted

for fiscal 2013 and shown above this table includes the actual

figure for multi-year variable compensation granted in previ

ous years and allocated in fiscal 2013

Managing Board members serving as of September 30 2013

Joe Kaeser

President and CEO

siren Auqust 201

tarnotirits

hO 2012 Fr 2013

Non-performance-
Fixed coiitpensation base coiotpertsation 900000 1113750

based components
Fringe heriefitsr 72935 71843

Total 972935 1185593

Performance-based without long-term incentive One-year variable compensation bonus

components effect non-stock-based Cash comporreilta 611955 558849

with long-term incentivE Multi-year variable compensation 2212054 1426193

effect stock-based Siemens Stock Awards restriction period 2009 2012 1299629

Siemens Stock Awards restriction period 2008 2011 1935766

Share Matching Plait vestirtg period 2010 2012 126564

Share Matching Plan vesting period 2009 2011 276288

Other

Total 3796944 3170635

Service Cost 530970 504323

Total GCGC 4327914 3674958

Managing Board members serving as of September 30 2013

Prof Dr Siegfried Russwurm

Metnirer witit respoirsLiil rtits

for Sector portfolio

airioorts iii

2012 FY 2013

Non-performance- Fixed cottipfttsatiott base cotllpetlSatiort 900000 967500

based components
Fritrge

hetiefitsr 42146 42134

Total 942146 1009634

Performance-based without long-term inceirtive Oite-yeat variable contpertsation bonus

components effect norr-stock-based Cash COmpOflertt2 611955 459642

with long-tertit ilcenhive Multi-year variable compensation 2288812 1342022

effect stock-based
Siemeits Stock Awards testrictiort period 2009 2012 1299629

Siemens Stock Awards restriction period 2008 2011 1935766

Share Matching Plait vesting period 2010 2012 42393

Slrare Matching Plan vesting period- 2009 2011 353046

Other

Total 3842913 2811298

Service cost 546850 519915

Total GCGC 4389763 3331213
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Corporate Governance statement pursuant to

Section 289a of the German Commercial Code

part of the Combined Management Report

Compliance Report

129 8.4 Compensation Report

part of the Combined Management Report

148 FIr Takeover-relevant information pursuant to

Sections 289 para and 315 para
of the

German Commercial Code and explanatory report

part of the Combined Management Report
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Peter Solmssen Dr Michael SUB Dr RaIf Thomas

Meruhe of the Merrr bor wr lb resporrsrbrhties CEO

Marragirrq Board for Sector ror ltoiio oSrr September 18 2013

Ph 2012 FY 2013 P02012 FY2013 Ph 012 FY2013

900000 900000 900000 967500 34938

33498 32977 49089 36.158 2465

933498 932977 949089 1003658 37403

611955 427574 611955 459.642 16598

2379.441 1299629 647466 477239

1299629 477239

1935766 647466

443675

3924894 2660180 2208510 1940539 54001

553236 526160 558008 530392 208034

4478130 3186340 2.766.518 2470931 262035

Peter Löscher4

Merthr of the

Manaqrrrg
Board rrrrj President

anti CEO until July01 2013

Ph 2012 FY 2013

2000000 1666667

30720 25689

2030720 1692356

1359900 1.583607

4839378 3248954

3248954

4839378

8229998 6524917

1235653 1171716

9465651 7696633

Accodrat to tIre pruSrorIs cO the ccrrrtracr rite varable Co ripertsation

hO1rCl fur froral 201 oull he qrroted trI to 10511

inter miller resFurFed ruin ire Mi rOrtirru Brrtrrti eliot roe 1111 II tll

cr11 rhrvrrnrrnr rrrtt united rllecrre SepteirLner 30 2013 ACsOriflrj to

the rooisrs of hrn OritrFrC hooarrrhl crrnrrp0553rr lhorrris to icr at

211110 etC in qr urntd ltlt rr ann Ii arltntinnnn to rio CrrrltrersarIotr tOrd

Jtr hnon Istat 2013 iFS rrnnrrhri of rh elaqrrrr Board win is lnestdett

artd lEO presented ohm Peter oncher receroed tire follow rq Crrrlrpen

ratio for the rerrraintloy term ci ho erirployrllerrt aqreereernl fr rite

of Aantrnst etl SeprerrrLrrr 21113 flood corrperrsatnorn of 3133

31311 rrd troeortnroate rarahlerorr1onnorrorr

burrs iii 1131101
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Dr Roland Busch

Merriher with tesponsibriities

for Sector portfolio

2012 FY2013

Brigitte Ederer3

Member of the

Manacrng Board

Ph 202 FY 2013

Klaus Helmrich

Merrifter of Ifre

Managing Brrd

Ph 2012 FY2013

Barbara Kux

Menrnfrer of tire

Marragnrrr Board

FY 2013PP 2012

Prof.Dr Hermann Requardt

Member with resprorrorfnil itres

fcrr Sector
prrr

tfolnrr

Ph 2012 FY2013

900000 967500 900000 900000 900100 900000 900000 900000 900000 967500

49771 48591 27697 42571 76961 68.329 33960 68048 64132 65.544

949771 1016091 927697 942571 976961 968329 933960 968048 964132 1033044

550760 433819 611955 855148 611955 427574 611955 427574 673151 537110

273058 183382 304566 227441 391194 292379 1192671 2167117 1381376

178.145 227441 292379 1137126 1299629

215579 304566 310250 1935766

5237 55545 81747

57479 80844 231351

1.773589 1633292 1844218 2025160 1980.010 1688282 1545915 2588293 3804400 2951530

547713 520736 552904 525886 547675 520698 552800 525734 526202 499761

2321302 2154028 2397122 2551046 2527685 2208980 2098715 3114027 4330602 3451291
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Pension benefit commitments

For fiscal 2013 the members of the Managing Board were

granted contributions under the BSAV totaling 6.4 million

2012 5.7 million based on resolution of the Supervisory

Board dated November 2013 Of this amount 6.3 million

2012 5.6 million related to contributions to their personal

pension accounts and the remaining 0.1 million 2012 0.1

million to funding of pension commitments earned prior to

transfer to the BSAV

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 an

nual 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 2013 as well as

the defined benefit obligations for the pension commitments

total ibetions for Defined benefit obligation for all pension

comnn tments encluding deferi ed compensation

Anionnts in Fs 2013 Fl 2012 FY 2013 Fr 2012

Managing Board members

serving as of September 30 2013

Joe Keeser 1033200 504000 5580.345 4388859

Dr Roland Busch 541800 504000 2008718 1446910

Brigitte Ederer 504000 504000 24469512 1102958

Klaus Helrnrich 504000 504000 2248901 1723759

Barbara Kim 504000 504000 27404792 2201963

Prof Dr Herrnanrr Requarclt 541800 504000 5094071 4433581

Prof Dr Siegfried Russwurrn 541800 504000 3490629 2893761

Peter Solmssen 504000 504000 157508832 14862470

Dr Michael SuB 541800 504000 2353756 1789619

Dr RaIf Thomas5 19565 1970651

Former members of the Managing Board

Peter Lbschet6 1120000 1120000 183075542 14717395

Total 6355965 5656.000 61992938 51936101

TIre exeersrs se vice costs recrcirizetl ri .rc end
asal 8W frsc 2itl or Manaqrrn Beaid teernberd

erttlerriert iradr the 86/tV irs focal 2113 arriosrnted
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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 33.1 million 2012

15.8 million in fiscal 2013 This figure includes cash compen
sation for the stock commitments for former Managing Board

member Wolfgang Dehen as result of the spinoff of OSRAM

from the corporate group Furthermore it includes the com

pensatory payment connected with the mutually agreed pre

mature termination of the Managing Board membership of

former President and CEO Peter Läscher as of July 31 2013 the

compensation for the remaining term of his employment con

tract i.e for the months of August and September 2013 as

well as one-time special contribution to the BSAV Former

President and CEO of the Managing Board Peter Läscher re

ceived 5615 Stock Awards pro-rata for the months of August

and September 2013 which will be settled in cash according

to the provisions of the contract Other than this former

Managing Board members and their surviving dependents

received no Stock Awards 2012 no Stock Awards

140

92 To our Shareholders 117 Corporate Governance

118 61 Corporate Governance Report

124 62 Corporate Governance statement pursuant to

Section 289a of the German Commercial Code

part of the Combined Management Report

126 Compliance Report

129 Compensation Report

part of the Combined Management Report

148 Takeover-relevant information pursuant to

Sections 289 para and 315 para of the

German Commercial Code and enplanatory report

part of the Combined Manaqement Report



The defined benefit obligation DBO of all pension commit

ments to former members of the Managing Board and their

surviving dependents as of September 30 2013 amounted to

192.5 million 2012 181.6 million This figure is included in

---3 NOTE 23 POST-EMPLOYMENT BENEFITS in --3 D.6 NOTES TO CONSOLI

DATED FINANCIAL STATEMENTS

Other

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

B.4.1 .3 ADDITIONAL NFORMATION ON STOCK-BASED

COMPENSATION INSTRUMENTS IN FISCAL 2013

This section provides information concerning the stock com

mitments held by members of the Managing Board that were

components of stock-based compensation in fiscal 2013 and

prior years and also concerning the Managing Board mem
bers 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 2013

Balance at beginning of Granted drrrirrq fiscal yearr Vested arrcl Forfeited Balance at end of

fiscal 2013 transferred during fiscal 2O13

during fiscal year

fiscal year

Forfeitable corrirrirtmeirts

of Stock Awards

Non- Nor Target larger Coirrirrit- Non-

forfeitable Forfeitable forferta hi attarrrirrerrt attainrrierit rrrents of forfeitable Forfeitable

commit- commit- cor rrrrr
il ilependiirg cfependrng Bonus Corrrmit- commit- commit

ments of ments of rrrents c.f orr EPS for on future Awards and merits of ments of ments of

Bonus Stock Borrus
past

tfrree stock pee Stock Stock Bonus Stock

Arrroirrrts hr number of rrnits Awards Awards Awards fiscal sears forrtiance Awards Awarrfs Awards Awards

Managing Board

members serving as of

September 30 2012

Joe Kaeser 15.394 49657 9425 20754 13477 16451 24.819 67.437

Dr Roland Busch 7697 16.490 8485 11859 7701 2255 16180 33795

Briclitte Edetera 15394 26788 9425 11859 7701 2879 24819 43.469

Klaus Helrnrrich 7697 19.836 9425 11.859 7701 3701 17122 35695

Bacbara Kux 15394 47600 9425 11859 7701 14394 24819 52766

Prof.Dr Hermarin Requardlt 15394 49657 10363 11859 7701 16451 25762 52766

Prof Dr Siegfried Russwrirrtr 15394 49657 9425 1859 7701 16451 24819 52.766

Peter Solrnssen 15394 49657 9425 11859 7701 16451 24819 52766

Dc Micfraei Süi3 7697 24913 9425 1859 7701 6041 17122 38432

Dr Raif Thomas5 18899 -- 5218 3388 5264 -- 22241

Former members

of the Managing Board

Peter Lbscher6 34208 124139 20945 29648 19252 41126 55153 131913

Total 149663 477293 105771 150492 97725 141464 255434 584046
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The following table shows the stock Bonus Awards and Stock

Awards awarded in November 2013 for fiscal 2013

Avcorrled for fir al

Nort-forfeitable rortrrrrrtrrtents or feirable corn iii linen ts of Stock Awards

of Elortuc Awards

Target attarrunrerrt depentdunq farget atrttrrrnient depenclrrtg

tArrrourtts irs rtanrhet of stats ott bPS for past
three fiscal pears on future stock prcrforrrrauce

Managing Board members

serving as of September 30 2013

Joe Kaeser 6910 12949 10974

Dr Roland Busch 5364 7295 6182

Brigitte Eclerera 7295 6182

Klaus Hetrnnrcfr 5287 7295 6182

Barbara Kux 5287 7295 6182

Prof.Dr Herrnann Requardt 6641 9119 7728

Prof.Dr Siegfried Russwurrn 5684 9119 7728

PeterY Solrnssen 5287 7295 6182

Dr Michael SUB 5648 7295 6182

Dr Raif Thomas3 206 264 224

Former members of the Managing Board

Peter Löscher7 15198 12879

Total 46350 90419 76625
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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

Matching Plan and under the plan were entitled to invest up

to 50% of the annual gross amount of their variable cash com

pensation component bonus determined for fiscal 2010 in

Siemens shares After expiration of vesting period of approx

imately three years the plan participants will receive one free

matching share of Siemens stock for every three Siemens

shares acquired and continuously held under the plan provid

ed 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 2013

Balance at beginning hue durrnq For feited during Balance at end

of fiscal 2013 fiscal year fiscal year
of fiscal 2013

Entitlement to Frrtitlerrrerit to Errtitlertreot to Entitlement to

Arriounts in number of units matching shares hatching shares nratrlrrrrg slrar Cs matching shares

Managing Board members

serving as of September 30 2013

Joe Kaeser 3806 1590 2216

Dr Roland Busch 66 66

Brigitte Ederera

Klaus Helmrich

Barbara Kux 698 698

Prof.Dr Hermann Requarcll 2413 1027 1386

Prof Dr Siegfried Russwirrrn 533 533

Peter Solmssen

Dr Michael Suli

Dr RaIf Thomas4 2969 123 2846

Former members

of the Managing Board

Peter Ldscher5

Total 10488 4037 6451
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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

when the member was appointed to the Managing Board The

following table shows the number of Siemens shares held by

Managing Board members in office at September 30 2013 as

of the deadline in March 2013 for showing compliance with

the Share Ownership Guidelines and the number of Siemens

shares to be held permanently with view to future deadlines

Obityfa Sorts under Share Ownership uicf eli lies

Aurovuts in rivurher of units or Required value Required number of shares5 Proven uvmher of shares

Managing Board members serving as of September 30 2013

and required to show proof as of March 2013

Joe Kaeser 1719062 21730 77685

Barbara Kux 1705000 21552 34957

Prof.Dr Herrnann Requardt 1719062 21730 67789

ProfDr Siegfried Russwurrnt 1719062 21730 66916

Peter Solmssen 1705000 21552 68530

Total 8567186 108294 315877

The auiovnt of the ohhqarron is based ou ruernhei Based on the aver aqe nena eye nirlq Pr of 4711 11 for As pet Ma cIt 2013 date of proofi del oidciq 2i It sub

average base compensation fry the foe years prior tire ciii Pr quarrel of 71112 fOr tuber Oecenuhetf 20 Bonus Awards

each review itt his or lieu achreverrrerrr of the tarqets

defined by the Share Owrtersltip Gorclelrres

The following table shows the proof-of-compliance obligations

of the other Managing Board members in view of the Share

Ownership Guidelines

Obliqatioi us rrder Slrar Owi ci Sfrip Go ideluoes

Ooe if are for

Arriouryts in uombei of sits tu Cf Riquirecf alue Required uruaiber of sluar vs rueasorctment of arlfrereou

Managing Board members

required_to show_proof_in_subsequent years

Dr Roland BLisch 1829348 23124 March 2016

Klaus Helmrich 1800000 22753 March 2016

Dr Michael SuB 1829348 23124 March 2016

Dr RuIf Thomas 1935000 24460 March 2018

Total 7393.696 93461

8.4.1.4 REVISIONS OF THE REMUNERATION SYSTEM

FOR THE MANAGING BOARD FOR FISCAL 2014

At its meeting on November 2013 the Supervisory Board

decided to revise the remuneration system for the Managing

Board as of October 2013 so as to comply with the new rec

ommendations of the German Corporate Governance Code in

the version of May 13 2013 The remuneration system remains

focused on providing an incentive for successful corporate

management with an emphasis on sustainability At the same

time it offers members of the Managing Board chance to

benefit from any sustained increase in the Companys value For

performance-based components the target attainment range

continues to remain between 0% and 200% and the Super

visory Board as was previously the case may revise bonus pay

ments 20% The new revisions define maximum amounts

for stock-based components Bonus Awards and Stock Awards

effective from fiscal 2014 onwards Moreover the compensation

overall is limited to maximumamount of compensation
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Specifically the followmg changes to the remuneration

tem for the Managing Board were adopted by the Supervisory

Board as of fiscal 2014

For stock commitments Bonus Awards and Stock Award

the maximumamour of compensation at the time of trar

fer of Siemens stock after the end of the waiting or restr

lion period is now limited to not more than 300% of the me

spoctive target an ounts If this maximum amount of com

pensation is exceeded the entitlement to any number of

shares associated with the excess will forfeit without me

placement For flit variable compensation bonus paid in

cash the maximum amount of compensation remains un

changed at 200% of the respective target amounts plus tie

discretionary possibility of upward revision by 20% by ie

Supervisory Board

In addition to the forfeiture rules to maintain the maximum

amounts of compensation for variable compensation

nus and long term stockbased compensation maximum

amount for the coinp msation overall must also be ohsemvm

Beginning with fiscal 2014 it cannot exceed 1.7 times the

target compensation The target compensation comprises

base compensation the target amount for the variable com

pensation bonus and the target amount br long term

stockbased compensation excluding fringe benefits and

pension benefit commitments Including fringe benefits and

pension benefit commitments of the respective fiscal year

the maximum amount of compensation for the compensa

tion overall increases by corresponding amounts

The bonus is paid 75% in cash and 2b% in the form of

Siemens stock commitments Bonus Awards The waiting

period remains four years Consistent with legal require

ments and with common practice in the market the payout

of more than 60% of the penformancebased components is

extended over several years

Furthermore to take greater account of Managing Board mem

bers individual performance individual targets will he agreed

for fiscal 2014 at target setting for the variable compensation

bonus
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The compensation shown on the previous page was deter

mined for each of the members of the Supervisory Board for

fiscal 2013 individualized disclosure

The current remuneration policies for the Supervisory Board

were authorized at the Annual Shareholders Meeting held on

January 25 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 Super

visory 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 Investment Committee receive additional compensation

According to current rules members of the Supervisory Board

receive an annual base compensation of 140000 the

Chairman of the Supervisory Board receives base compen
sation 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

receives 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 Commit

tee Plans call for proposal to be made at the Annual Share

holders Meeting in January 2014 that as of October 2013 the

Chairman and members of the newly established Compen

sation Committee will also receive additional compensation

Based on this proposal the Chairman of the Compensation

Committee will receive 100000 and each of the other mern

bers of the Committee will receive 60000 If applicable com

pensation received for work on the Chairmans Committee will

be taken into account in determining compensation for work

on the Compensation Committee

If Supervisory Board member does not attend meeting of

the Supervisory Board one third of the aggregate compen

sation 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 the event of changes in the com

position of the Supervisory Board and/or its committees com

pensation is paid pro rata temporis rounding up to the next

full month

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 taxes to be paid on their remunera

tion For the performance of his duties the Chairman of the

Supervisory Board is furthermore entitled to an office with sec

retarial support and use of the Siemens carpool service

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

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 annu

ally The insurance covers the personal liability of the insured

in the case of financial loss associated with employment

functions The insurance policy for fiscal 2013 includes de

ductible for the members of the Managing 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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B.5 Takeover-relevant information pursuant to Sections 289

para and 315 para of the German Commercial Code and

explanatory report

The Takeover-Relevant Information pursuant to Sections 289

para and 315 para of the German Commercial Code Handels

gesetzbuch and Explanatory Report are part of the Combined

Management Report

B.5.1 Composition of common stock

As of September 30 2013 the Companys common stock totaled

2.643 billion 2012 1643 billion divided into 881000000

2012 881000000 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

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 Com

panys 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 governed

by the provisions of the German Stock Corporation Act in par

ticular by Sections 12 53a et seq 118 et seq and 186 of this

German Stock Corporation Act

13.5.2 Restrictions on voting rights

or transfer of shares

Shares issued to employees worldwide under the employee

share program 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 program 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 The right to receive

matching shares is forfeited if the underlying shares are sold

transferred hedged on pledged or hypothecated in any way

during the vesting period

The von Siemens-Vermagensverwaltung GmbH vSV has on

sustained basis powers of attorney allowing it to exercise the

voting rights for 9313438 shares on behalf of members of the

Siemens family as of October 13 2013 whereby aforemen

tioned shares constitute part of the overall number of shares

held by members of the Siemens family The vSV is German

limited liability company and party to an agreement with

among others members of the Siemens family family agree

ment In order to bundle and represent their interests the

members of the Siemens family established family partner

ship This family partnership makes proposals to the vSV with

respect to the exercise of the voting rights at Shareholders

Meetings of the Company which are taken into account by the

vSV when acting within the bounds of its professional dis

cretion Pursuant to the family agreement the shares under

powers of attorney are voted by the vSV collectively

13.5.3 Equity interests exceeding 10%

of voting rights

We are not aware of nor have we during the fiscal year 2013

been notified of any shareholder directly or indirectly holding

10% or more of the voting rights

B.5.4 Shares with special rights

conferring powers of control

There are no shares with special rights conferring powers

of control

13.5.5 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 share program and or as stock-based compensation

are transferred directly to the employees 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

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 Pursuant 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

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 sun

ple majority vote unless greater majority is required by law

Pursuant to Section 179 para of the German Stock Corpora

tion Act amendments to the Articles of Association require

majority of at least three-quarters of the capital stock repre

sented at the time of the casting of the votes unless another

capital majority 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 ap

proval of the Supervisory Board the capital stock until January

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 share

holders in the event of capital increases against contributions

in kind In addition preemptive rights of shareholders may be

excluded in the event of capital increases against cash contri

butions to make use of any fractional amounts in order

to grant holders of conversion or option rights issued 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 sig

nificantly lower than their stock market price and the total of

the shares issued in accordance with Section 186 para sen

tence of the German Stock Corporation Act against cash

contributions not significantly below the stock market price

with shareholders subscription rights excluded together with

other shares issued or disposed of by direct or mutatis mutan

dis application of this statutory regulation during the effective

period of this authorization until the date of using this autho

rization 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 Preemptive

rights of existing shareholders are excluded The new shares

shall be issued under the condition that they are offered exclu

sively to employees of Siemens AG and its subsidiaries The

new shares may also be issued to suitable bank that assumes

the obligation to use these shares for the sole purpose of

granting them to employees of Siemens AG and any of its con

solidated subsidiaries To the extent permitted bylaw employ

ee shares may also be issued in such manner that the contri

bution to be paid on such shares is covered by that part of the

annual net income which the Managing Board and the Super

visory Board may allocate to other retained earnings under

Section 58 para of the German Stock Corporation Act

As of September 30 2013 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 million 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 26

2010 the Managing Board is authorized until January 25 2015

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

tion are to be issued against cash or non-cash contributions

Additionally by resolution of the Annual Shareholders Meet

ing of January 25 2011 the Managing Board is 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

issuing them to banks with the obligation that they must be

offered to shareholders for subscription However the Manag

ing 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 for 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 January 25 2015 by the

Company or any of its consolidated subsidiaries in accordance

with the authorization of the Managing Board adopted by the

Annual Shareholders Meeting on January 26 2010 the capital

stock was conditionally increased by 600 million through the

issuance 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

period of these authorizations does not exceed 10% of the capi

tal stock at the date of using these authorizations This limit also

includes shares of stock issued up to this point in time against

non-cash contributions under exclusion of shareholders sub

scription rights on the basis of the Authorized Capital 2009 In

addition the issue of convertible bonds and or warrant bonds

pursuant to both authorizations shall be limited to convertible

bonds and or warrant bonds that entitle or oblige to subscribe

to maximum number of 200 million Siemens shares represent

ing 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 NAT

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 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
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The Company may not repurchase its own shares unless so

authorized by resolution duly adopted by the shareholders at

general meeting or in other very limited circumstances set

forth in the German Stock Corporation Act On January 25

2011 the Annual Shareholders Meeting authorized the Com

pany to acquire until January 24 2016 up to 10% of its capital

stock existing at the date of adopting the resolution or if this

value is lower as of the date on which the authorization is

exercised The 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 Company pursuant to Sections

71d and 71e of the German Stock Corporation Act may at no

time exceed 10% of the then existing capital stock Any repur

chase of Siemens shares shall be accomplished at the discre

tion 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 described

above by using certain equity derivatives such as put and call

options forward purchases and any combination of these de

rivatives In exercising this authorization all stock repurchases

based on the equity derivatives are limited to maximumvol

ume of 5% of Siemens capital stock existing at the date of

adopting the resolution at the Annual Shareholders Meeting

An equity derivatives 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 January 24 2016

Besides selling them over the stock exchange or through

public sales offer to all shareholders the Managing Board is

authorized by resolution of the Annual Shareholders Meeting

on January 25 2011 to also use Siemens shares repurchased on

the basis of this or any previously given authorization as fol

lows such Siemens shares may be retired offered for

purchase to individuals currently or formerly employed by the

Company or any of its subsidiaries as well as to board members

of any of the Companys subsidiaries or awarded and or trarts

ferred to such individuals with vesting period of at least two

years provided that the employment relationship or board

membership exists at the time of the offer or award commit

ment offered and transferred with the approval of the

Supervisory Board to third parties against non-cash contribu

tions particularly in connection with business combinations or

the acquisition of companies businesses parts of businesses

or interests therein sold with the approval of the Supervi

sory Board to third parties against payment in cash if the price

at which such Siemens shares are sold is not significantly low

er than the market price of Siemens stock at the time of sell

ing or used to meet obligations or rights to acquire

Siemens shares arising from or in connection with convert

ible bonds or warrant bonds issued by the Company or any of

its subsidiaries The aggregate volume of shares used under

the authorization pursuant to and by mutatis mutandis

application of the provisions of Section 186 para sentence

of the German Stock Corporation Act together with other

shares issued or sold by direct or mutatis mutandis application

of this statutory regulation 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 is 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 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 Supervisory

Board to the members of the Managing Board provided that

Managing Board membership existed at the time of the offer

or award commitment

As of September 30 2013 the Company held 37997595 2012

24725674 shares of stock in treasury

For further information on the authorized and conditional

capitals and on the treasury stock of the Company as of

September 30 2013 see -- NOTE 26 EQUITY ifl -- 0.6 NOTES TO

CONSOLIDATED FINANCIAL STATEMENTS on pages 301-303

B.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$3 billion respectively which pro

vide its lenders with right of termination in the event that

Siemens AG becomes subsidiary of another company or
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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
13912004 In addition Siemens AG has bilateral credit line at

its disposal in the amount of 450 million which maybe termi

nated by the lender if major changes in Siemens AGs corpo

rate legal situation occur that jeopardize the orderly repayment

of the credit

In March 2013 consolidated subsidiary as borrower and

Siemens AG as guarantor entered into two bilateral loan agree

ments each of which has been drawn in the full amount of

US$500 million Both agreements provide their respective

lender 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
139/2004

Framework agreements concluded by Siemens AG under Inter

national Swaps and Derivatives Association Inc documen

tation ISDA Agreements grant the counterparty right of

termination 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 re

sulting entitys creditworthiness is materially weaker than the

Companys immediately prior to such event or ii the result

ing entity fails to simultaneously assume the Companys obli

gations under the ISDA Agreement or additionally some

ISDA Agreements grant the counterparty right of termination

upon third party acquiring the beneficial ownership of equity

securities having the power to elect majority of the Compa

nys Supervisory Board or otherwise acquiring the power to

control the Companys material policy-making decisions and

the creditworthiness of the Company is materially weaker than

it was immediately prior to such event In either situation

ISDA Agreements are designed such that upon 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 determined

by the issuer or 30 days after the change of control first be

comes publicly known The strike price adjustment decreases

depending on the remaining term of the warrants and is deter

mined in detail in the terms and conditions of the warrants In

this context change of control occurs if person or persons

acting in concert respectively acquires or acquire control of

the Company

B.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 results in substantial

change in the position of Managing Board member e.g due

to change in corporate strategy or change in the Managing

Board members duties and responsibilities the member of

the Managing Board has the right to terminate his or her con

tract with the Company for good cause change of control

exists if one or several shareholders acting jointly or in concert

acquire majority of the voting rights in Siemens AG and exer

cise controlling influence or if Siemens AG becomes depen

dent 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 an

existing corporation or other entity If this right of termination

is exercised the Managing Board member is entitled to sev

erance payment in the amount of not more than two years

compensation 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

in each case based on the most recent completed fiscal year

prior to termination of the contract The stock-based compen

sation components for which firm commitment already exists

will remain unaffected There is no entitlement to severance

payment 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 con

trol occurs within period of twelve months prior to Manag

ing Board members retirement Additionally the severance

payments cover non-monetary benefits by including an amount

of 5% of the total severance amount Severance payments will

be reduced by 15% as lump-sum allowance for discounted

values and for income earned elsewhere However this reduc

tion will apply only to the portion of the severance payment

that was calculated without taking account of the first six

months of the remaining term of the Managing Board mem
bers contract
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Ciii ORGAMZAflON AND BASIS OF PRESENTATON

We are globally operating technology company with core

activities in the fields of cc orgy healthc are industry and in

frastructure and we occupy leading market positions world

wide in the majority of our businesses We can look back on

successful history spanning 166 years with groundbreaking

and revolutionary innovations such as the invention of the

dynamo the first commercial light bulb the first electric

streetcar the construction of the first public power plant and

the first unages of the inside of the human body On contiriu

ing basis we have around 362000 nployees as of September

3D 1O1T and husiness activities in nearly all countries of the

world and reported ccnsolidated revenue of 15882 billion in

fiscal 2013 We operate in etccess of 290 major production and

manufactunng plants worldwide In addition wi have office

buildings warehouses research and development facilities or

sales offices in almost every country in the world

Siemens comprises Siemens AG stock coiporaticin under the

Federal laws of Germany as the pare nit company and total of

about 900 legal entities in luding minority investments Our

company is incorporated in Germany with our corporate

headquarters situated in Munich Siemens operates under tnc

leadership of its Managmg Board which comprises the Presi

dent and Chief Fxecutive Officer CEO and the Chief Financial

Officer CFO as well as the heads of selected corporate tune

none and the CEOs of the Sectcrs

Our fundamental organizational principles are

the CEO principle

the end to end business responsibility of the Sectors

Divisions and Business Units and

the unrestricted right of selected corporate functions to

issue instructions in relation to function to the extent

legally permissible

The Sien ens Managing Board is the sole management body

drid has overall business responsibility in accordance with the

German Stock Coipoation Act fAktiengesetL AktG At all

other organiaational levels within our company nariaqement

responsibility is assigned to individuals who make decisicins

and assume personal responsibility CEO principle This pun

ciple establishes clea and direr responsibilities arid fosters

efficient decision making

Our Sectors Divisions Bus ness Umts and Fnianicial Servii es

SFS are global er trepreneurs and have end to end business

responsibility worldwide including with regard to their operat

dig results They therefore have right of way over the coin ial

unuts in business matters During fical 213 our regional units

were organ sod in Clusters arid nintnie which were reepon

siblo fur the tocal custornei relation hip anagenient ann ro

implementing the business strauc glee of the Sec ors md SIS

as well as the requirements set by me corporate functions

In addition to their particu ar autho icy to issue binding xci

pany wide guidelines irid to thu morntcininiq and oordinat

dig responsibilities the heads of mdcc ted corporate In tiuru

Finance arid Controlling Legal md Cotriphrance and Hum1

Resources for example hive an urinestneted right to issue

instructiona in relation to fun tion acr cc all part of the

Company to the extent leq1 fly penmcible

below the Managing Bcard Sic ns is structure my nina

tionally intci Sectors Si which business partner ii

the Sectors and also conducts its ciwn busies1 with exit mnal

customers Cross Sector rvice that support other Hem irs

units Corporate Untts with spec the corporate function and

regionil Uusteis liii Setters an pu.mcipally broke ii clown rHo

Divisions arid these in ttirn into flu mess truts

Our business actisities to us our four Sectc ns Energy

ttealtncane Industry and tnfrasmnucture tOes Thee sectors

forni four of or reportable segnncnts fri ad litton ou ton

Sec ens we have two addi .ional reportable seqmc ntr qt tty

Investments arid SF5

Witluni this combined ianagenmc nt report pm vitO hr an

cial rneasutes ton our fot Secte re md for two Busines

each combining two Divisions with mm Seem as we as fur

eight Divisions of our Sec tore These tui ncial rrmea lines cmi

elude orders revenue ofit mid mofit tnargmm Div ions

within Sector may do husrnes with cat Ii other leddmnq

ccmnresponding ordc rs and nevenue Such orders md it venues

are only eliminated on Sector evel nnthermone xi nepon

able segnnients may do business with eoch other lead to

connespondinq orders and revenitre SucI undo rid evenue

are elimina ed on Sic mens level with ir imnations or

porate treasury arid ottO recc ncilniq items and are riot

included in orders and revenue with ext rnal oct irniems cx

tennal oreleis arid external nevem ire espective repoi ed

this docunmerit Free ish flow arid font men infmrmatmor

repon ted for cacti reportable seqnic nit mm tic to Consolr

datent Fumanciai Statenie its For nrorm icon me ate to the

cletinutmon of these financial inc mores and to the ccci ic

lOtion of segment fmnanc al measures time onsolndatecl

trianicial State nnts set

arid in
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On geographic basis Siemens was subdivided into 14 Regional

lusters as of September 302013 which were in turn assigned

to one of our three reporting regions We report financial mra

sures for these three egions

C1i2 BUSINESS DESCRIPTION

Er

The Sector offers wide spectrum of products solu

tions and services for generating and transmitting power and

for extracting converting and transporting oil and gas It

primarily addresses the needs of energy providers but also

serves industrial companies particularly in the oil and gas

industry

External revenue of the Energy Sector was 26386 billion

fiscal 2013 Tepresentrng 35% of Siemens revenue The follow

irig chart provides geographic breakdown of the Energy

Sectors external revenue in fiscal 2013

As of November 201 following the close of fiscal 2013 we

banded our Regional Cluster organization Following this orca

nizational change we have designated 30 Lead Countniw

whir are individually responsible for managing number of

other countries regarding market penetration Each

Country reports directly to the Managing Board

In addition we report financial information at Group level for

certain major countries within each region including Germa

within the region Europe CIS Africa Middle East the

within the region Americas and China within the region

Asia Australia
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In fiscal 2013 the Energy Sector comprisel five Divisions Fossil

Power Generation Wmd Power OilGas Power Transmission

and Energy Service Iii addition the Sector includes two sec

tor led businesses solar and nydro Resuts for these business

es are included in results for the Sectoi Siemens has decided

to exit solar activities after completion of projects under execu

lion In the Hydro business we are actire in sinai and large

hydro power stations via our minority stdke in Voith Hydro

Holding GrnbHCo KG Fur therrnore our Hydro business also

cornpuses our activities in ocean power tidal turbines As of

fiscal 2014 the Foss Power Generation Divis on and thc

OilGas ivlsion were combin vi into single Division under

the name Power Generation

The Division offers hrgt efficiency

products and soltitio is for fossil based power generation

These solutions inc lucle substantial innovation and engineer

iriq know how aimed 4t converting fossil fuels tn power with

high efficiency which increases return on investment for cus

tomers and helps them irnarove their environmental perfor

mance The Division concentrates on products and solutions

for gas and steam turbines turbo generators heal recovery

steam generators incLidinq control systems with an empha

sis on combined cycle power plants It also develops solutions

for instrumentation and control sysrerns for all types of power

plants and for use in power generation These solutions in

dde information technology solutions providing manage

rnent applications from the plant to the enterprise level Ihs

Division is also working on developnig and producing corn

rnercial systems based on emerging technologies such as

integrated gasification coa hc uefactioi and carbon capture

and storage Due to the broad range of the Divisions offer

logs the revenuc niay vary from reporting period to

repcirting period depending on the share of revenue attnibut

able to products solu ions arid services and the revenues re

giorial distribution in the respective periods As rienitioned

above as of fiscal 2014 thc Fossil Power Generation Division

was cornhined with the lGas Divi on to foirn the new

Power Generation Division

The Division manufactures wind turbines for on

shore arid offshore applications including both geared tur

hines and direct drive nachines The product portfolio is based

on four product platforms two for each of the onshore arid of

sho applications The onshore products have pciwer ratings

between to megaatts and rotor diameters ranging

from 9310 113 rriet us The aower rating for offshore products

rangt front 3.6 to megawatts wit rotot diameters rang

irig
from 107 to 151 meters The revenue mix of the Division

may vary trom meporti sq pe iod 10 ieporting period depending

on the project mix hetwt en onshore antI offshonc ojects ii

any given period smgrnficarit of the Divisions brrsincss

activities take place offshore and in ountnies in the northern

lieirmrsplitre Ttierewre itb produuL svics grc

typically he tier during the liernisphereli spring and sumnies

months when weather condriicin facilitate the intallatic of

wi id turbines

The Division oinpretierisivc p0 tfoho of

highly efficient rotating nan ocry gas turbines ain

turbines compresso with as mali ecicnpinent and hi

trical instrumentation and teloc ornmuru atron 111 tr lu

tioris Thio por folio is th basis of our oftcrmno to sir

markets predominantly te and industry procos

industry and indus rial power qenoiatioi mndustiy for appli

cations rangincj fromni cog neratiori to oftshorc produr tin ii

water treatrrient arid sc brea proc sn As mrtenitioned

above fiscal 2014 the OilGv Division wa cc tnb rI

with the Fossil Power Generation Division to torn thc ower

Generation Division

The Division provdes rustoinrrs cli

turnkey power ransnussion solt lions as wn 11 as discr p1 xl

ucts syslcnss arid related nqinrernig and orvicr 11 cove

high vultoym uanmsniossmumm Noluouno poviti nd dnocnitutor

transicirmers high voltage awitrhimniq and non wit clii xl Pr xl

ucts arid systems md inn ovatis sltcrr atnig amic dinc ion

rent transmission systems The Division suppliEs non 17 trIm

ties and large ir dustnial power usc rs with quipmc nit systems

arid semvices used to proc us nd transmit eli ctnrcal power

from thi sc uncc such is owcn plant ird cinshione mid off

shorE wmnd tarsus to vamioc p0 nits along the powr tr irvin is

sion network Ihe Division is vionkmr with joint vcnu rs

Chmrma involving dmfferc nit pr rtner ha joint ye itt rc vitt

lnifmneon Technologies irmamsy Ii th di go namaufa

tore arid sale of high pr to oman si nic em don tr ns

lhe Division offer comnpnehenive em vine

for products solutions and tc nologre cove mg perfcn

mnaoce enihancenients ma nteiianc sony doE tom ion

ings and consulting servi5 es fri thr Divisiomis to sil osvcr

Generation Wind Powcr and Or Ga Financial neults nit

ing to the Eningy Service tivisi art air hUed in hr si tim

sions

The Eriemyy Secion dnscnibutus Is Juduf- ii oucvncr ii vijfr

its own dedicated sales to cc iuppc ted by bier tens iild

wide netwcvk of regional conip nics Additi vial he an
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The Sectors principal customers are large power utilities ince

pendent power producers and industrial companies particu

larly in the oil and gas industry Because certain signific tnt

areas of tht Sectors business such as power plant coristri

tion involve working on medium to long term projects for

customers who may not require the Sectors services again in

the short term the Sectors most significant customers tend to

vary significantly from year to year

The Division competes in all regio as

of the global fossil energy markets with demand in Europe and

in the US duven mainly by the need to replace aged existing

inefficient and inflexible power plants while demand in

emerging cnuntries is driven by capacity addutinnc required as

result of economic growth

The Division is active in both the onshore and te

offshore market segments around the world and has ma

tamed leading position in the global offshore market for SEV

eral years The Division focuses on markets where it can entor

tam profitable business such as the the UK and Scan

dinavia although ebates over subsidy schemes in these

countnes are causing some uncertainty and ultimately are cx

pected to lead to increased price pressure Selected emeig

lug market cou Itries are increasing their focus on wind energy

as way to increase resource independence thus offerinc

sound business perspective

Oil and gas addressed by our Division continue to

play vital role in the worlds energy supply due to the increis

jug demand for energy Oil has very little spare global produc

tion capacity and even in weak global economy demand ill

outstrips supply On regional level growth in the oil and as

market is mainly driven by the US the Middle East Russia

Brazil and Africa To keep up with increasing demand and the

depletion of existing reservoirs the oil and gas industry is po

mg deeper offshore and exploring unconventional resources

and state of the art enhanced oil and gas recovery techniqi es

such as subsea processing In addition stricter environmental

regulations to reduce waste and emissions are putting pros

sure on the oil arid gas industry to improve energy efficienay

creating opportunities for leading solution and technology

provider like Siemens

the main drivers iii the markets addressed by the

Division are expanding infrastructure in erne

lug countries equipment replacement and modernization in

mature economies and integration of renewable energmts

Tire most iInportant geographical markets are emerging coun

tries including Braz China and India and mature markhs

with significant potential for modernization and new instal

lation such is the US

The Energy Sectors business activities vary widely in size

from selling components and performing comparatively small

projects up to major turnkey contracts such as for the eon

struction of new power plant

While the Sector historically competed primarily with large in

dustrial companies from industrialized countries emerging

nrarket 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 competition consists of

relatively small number of equipment manufacturers seine

with very strong positions in their domestic markets as well as

large number of engineering procurement and construction

contractors Its principal competitors in gas turbines are Aistom

General Electric and Mitsubishi Heavy Industries whereas its

main competitors in steam turbines are Alstom Bharat Heavy

Electricals Limited General Electric and Toshiba In China

manufacturers have historically been mainly focused on their

large home market but they have begun to evolve from local

to international suppliers Korean engineering and procure

ment companies offer large range of products and solutions

and position themselves as one stop shops that offer custom

er solutions front single supplier In instrumentation and

controls ABS and Emerson Electric are the Divisions principal

competitors

The principal competitors in the onshore market served by the

Wind Power Division are Enercon Gamesa General Electric

Goldwind REpower and Vestas In the offshore market the

principal competitors are Aistom Areva and REpowem Further

more Vestas and Mitsubishi Heavy Industries have announced

that they are going to combine their individual capabilities to

also enter this market segment The competitive situation dif

fers between the niarket segments In the market for onshore

wind farms competition is widely dispersed without airy one

conipany holding dominant share of the market In contrast

there are only few major players in the market or technolog

ically more complex offshore wind farms Overall the wind

power industry suffers from overcapacity and is widely regard

cci as being in an early stage of consolidation

The principal competitors of the Oil Gas Division vary by

pnodcmct in autonration arid electrical equipment they are ABS

and Honeywell above all whereas in compressors and steam

245 cc nioton Report dpi cmi Cover to ice

itch mciii pci it to Section 28Cc of the

et olive uc tokeove ehvant

nfoitmitior and evptciatory report

246 Sic iicns Oct on in on no of

enan Cmii iercich cdi
2513 Notet and fine aid looking itatenieiiti

253

357

onsohdated etciat Snotem nit

Addiicaiai ifnrn ii

159



and gas turbines they are esser Rand fleneral Electric MAN

Diesel Tuibo and Solar Turbines Overall competition in the

markets served by the OilGas Division is characterized by

relatively sinai number of corripanies sonic with veIy strong

position in the broader market and some with regional locus

playing key roles

The primary competitors of the Power Transmission Division

are AIlS with itt Power Products and Power Systems divisions

arid the find division of Alstom few notable manufacturers

such as Toshiba China XD iroup or Crompton Greaves in cer

tam regions arid niche specialists TBEA represent auoth

er group of competitors International competition is incrc as

ing from rianufacturis in emerging countries such as China

India and Korea

The Sector offers customers comprehensive

portfolio of medical solutions across the treatment chain

ranging from naedical imaging to invitro diagnostics to inter

ventional systems and clinic information technology sys

tems all from single source in addition the Sector provides

technical maintenance prolessional and consulting services

and together with Pin ancial Services SF5 financing to assist

custonimers iii purr asirig the Sectors products

External revenue of the Healthcare Sectcr was l3398 billion

in fiscal 2013 represanting 18% of Sienienis revenue Phe

following chart provides geographic breakdown of Ore

Healtbcare Sectors external revenue in fiscal 2013

The Healthcare Sector includes four Divisions Imaging Ther

apy Systems Chimca Products Diagnostics and Custon er

Solutions The Sectoi alsO includes Wa sector Rd Busiriss

Unit Aud.ology Solutions Ira addition to its Sector level finan

cia results Healthcare also separately breaks out financial

results for the Diagnostics vision

The Division provides large ale

medical devices for diagnostic miagino and for irnagc grid

therapies Imaging equip men mnclu des computed tomc

grophs nia0iietic resornucc oIiuyii eqoip Oeft toy hy
systems for diagnostics ad positri enaicnion tomnoqraphy

Siemens is the rniarket leader in best fields ins ge aidtd

thera pies mainly comprise angiog aphy sy tome for rca ni Dy

invasive procedures and computed tomniographs in radiatün

therapy planning By increasing the syrmeroy between rnag rig

equipment arid therapy solutiomu he ivmsiori auns to help

he althcare prov ders achieve better results with more off cmi rat

processes

the Divisior maimmly corampmises the bu

ness with ultrasound and ray equrpmr erat including mc in

mography Ira addition to providir innovative high rd ito

tions the Clinical Pmoducts Drvisioia tocur the develop

mcnt of ccist efficient lest con lox guipmniOrit that ran vts

essential customer requironnier particularly iii cure cmng

econonnes Die Clinical Pin ducts Div sic also compri le tha

internal supplier Components amid Vie uum Fechnoloqy which

also provides conaponents tn tt Imaging Ilienapy Sy ntt in

Division

Trio Drvusior offers rodocs wad rosa or the

area of in vitro diagnostics In vitro diagnosti is basccl cima the

analysis of bodily fluids such as blc od urine arid supplies

vital infomrnatioma for detecting arid mnanati ag di east ad cn

ducting patient risk assossm ient llin Division prodo pom

folio represents conapmehonasive ramiqe diagnostic test no

systems arid consi.im bIos inc ludinn offerimags ton cI ni al

chonimstmy inc inanniurnodiagnostic alecular diagnostics

testing for nucleic acids hr atology hiemnostasms mic no

biology point of care tot tir ar dim lahonatomy autora

tioni solutior

The Division pnov di he althc are rim

matiori technology HI tem li is it sponsible Ion mlii Sc

tons service business and customer mthat onship nnanmagtmnc nit

on global level IIIl supports userff in connection with ir

tasks in the clinical rdmnuimistrativc uac Ii ancial wonkfc iv to

support elficient safe and quality pat out cain do ivory liar

portfolio is ccninpnisecl cit mnaiegnat fua lie cal amid clinnc sys

tenns electronic bealth me card arid meal Ii imifonninanic ma cx

change as well as an exp inlimig iferin of sytenn optimnila

Dun servae liii service busiird inc icdeu to lcici.r ly
Sectors mstalled base of nmg ng and diagnostics systems

wcrldwade Ira particular cli Div uomn xpenme ire rn re note

arid proactive services niaovative servic.c nd cducatmonia or
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from competition and drive process efficiency The Division al

so manages the global sales force of the Sector and defines the

regional go to market approach to support diverse cu stonier

base with solutions for patient care

The sector led Business Unit

hearing aids

The customers of the Healthcare Sector include healthcaxe

providers such as hospital groups and individual hospitals

group and individual medical practices reference and phsC

cian office laboratories and outpatient clinics The Sector sc lls

the majority of its pioducts and services through its in hot se

sales staff which is grouped in its Customer Solutions Divi

sion supported by dedicated product specialists In some

countries the Sector also uses dealers particularly for the sue

of lowend products such as low end ultrasound and ay

equipment The Sectors products are serviced primarily by its

own dedicated personr cC

Sec ause large part of Healthcares revenue sterns from iecur

ring busini ss the Sectors business activities are to certain

extent resilient to short term economic trends but are depen

dent on regulatory and policy developments around the world

Under regulations passed as part of the Affordable Care

Act which became effective at the beginning of calendar year

2013 the US medical technology industry is subject to an ox-

cisc tax on certain medical devices Currently this tax impa ts

our diagnostics and imaging businesses

In fiscal 2013 the llealthcare Sector continued implementing

Agenda 2013 global initiative launched in fiscal 2012 to in

crease its innovative capacity and competitiveness Ager da

2013 is the Sectors proactive response to the challenc es

emeiging from changing market environment To meet thr se

challenges Agenda 2013 provides foi measures targeting inrio

vation regional presence competitiveness and human re

source development These measures include focused invcst

ments in product development and expanded sales activit es

in growth markets Ag vida 2013 also encompasses realign

nient of the radiation therapy business unit and related

research and development and sales cooperation with Van an

Medical Systems Irs addition Agenda 2013 includes prog am

to improve the cost position in the Diagnostics Division

TIm Healthcare Sectors principal competitors in medical imag

ing are General Electric Philips Toshiba Hitachi arid Holocic

Other competitors rnclude Roche Abbott Danaher Alere

bioMerieux and Sysmex for in vitro diagnostics McKesson

The Sector offers broad spectrum of products solu

tions and services that help customers use resources and ener

gy more efficiently improve productivity and increase flexibili

ty The Sectors integrated technologies and holistic solutions

primarily address industrial customers particularly those in

the process and manufacturing industries The portfolio spans

industry automation industrial software drive products and

services system integration arid solutions for industrial plant

businesses The Sector has further strengthened its industrial

software business with the acquisition of LMS International

NV LMS which was completed in fiscal 2013

External revenue of the Industry Sector was t16943 billion in

fiscal 2013 representing 22% of Siemens revenue The follow

ing chart provides geographic breakdown of the Industry

Sectors external revenue in fiscal 2013

The rndustmy Sector consists of three Divisions Industry Auto

mation Drive Technologies and Customer Services The Sector

also includes sector led Business Unit Metals Technologies

In addition to its Sector-level financial results Industry also

breaks out financial results for the Industry Automation Divi

sion and the Drive Technologies Division Financial results

relating to the Customer Services Division are included in re

sults for Industry Automation Drive Technologies and Metals

Technologies In the first quarter of fiscal 2013 tIre Sector

announced its plan to dispose of its business of mechanical

biological and chemical water treatment and processing

During the fourth quarter of fiscal 2013 this business fulfilled

the requirements to be reported as discontinued operations
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Cerner and Allscnipt for healthcare information technology

systems and Soriova GN Resound and William Demant for

audiology hearing aids The trend toward consolidation in

the Sectors industry continues Competition among the lead

ing companies in the field is strong including with respect

provic es to price



Results for prior periods are reported on comparable basis In

November 2013 Siemens announced the sale of this business

The transaction is subject to regulatory approval

She Division offers range of standard

products and system solutions for autoniation technologies

used in the manufacturing and process industries As one of

the leading providers af inoustry software the Division can

help manufacturing compa lies optimize their entire value

chain fro product design and development thiougb pro

duction to sales and scrvice The Divisions offerings include

automation systems and sottware motor controls machine

to machine cormnunication products sensors product and

nroduction lifecvcle manaqement products and software for

snnulating and testing mechatronic systems In fiscal 201$ the

Division acquired LMS provider of rriechatronic simulation

software that expands snd complements the Div sion prod

uct htecycle managenient portfolio As noted above the di

vestment of the rnechanical biological and chemical water

treatment business was decided in fisca 2013 arid this busi

ness is reported as discontinued operations for all periods

covered in this Annual Report The sale of this business

which is subject to regulatory approval was announced in

November 2013

The Division offers products and compre

hensive systems acioss the entire drive train Ihew offerings

are customized to the respective application and include tin

merical control systems iniverters converters motors geared

and gearlessi drives aid couplings lnadclitiori Drive lechnol

ogles supplies integrated automation systems for machine

tools and production machines The Division also offers inte

grated lifecycle solutions and services for industries such as

shipbuildmg cemc nt mining and pulp and paper th its

eCar business the Division develops motors arid inver tens for

electiic cars

The Division offers comprehensive poit

folio of services arid supports industrial customers in their

efforts to increase their productivity he portfolio includes

product related services and software solutions like condition

morutoring designed to enhance the reliability prohtability

efficiency id enviroru neritat performance of industrial plants

The Sector led Business Unit offers

engineering and plant building services Icir the iron arid steel

industry and for the rolling sector of the aluminum arid

non ferrous indcist ies The Business Unit provides technolo

gies solutions and seivices for metallurgical plants integral

ed steelworks arid rnuumillc Its vertically integrated supply

capability includes mci ha ucal equipment drives mote

electrics automnaticin mci hatmonics tr linciloqicil parka jet

and environmental systems

The Industry Sectors prior cal custo tiers sm indu trial cus

tomers in broad range of markets including transportation

and logistics metals and mining nachiniery utilities in

automotive Tin Sec tot is activc worldwide includi ig vi

emerging ni trkets esp ci nlly those ui tin Asia Australia

gio which Sector management belicvee to have lend tern

growth pot ntmal Apart fro the Siemens brand the Sector

markets sonic parts of it per fol under ffement brand

names such as Flendei ton gearo or nergy for wind tumbinc

coniponents deperndmo rn geography and teclinolo

The Sector sells its prc ducts piunardy through dedicated

personnel in Siemens wcmr clwide etwoik of regi vial cals

units In addition it uses igiri cquiprii nt manufacturers

solution providers inistallero gent mel contractors third pa ty

distributors and independec agents

the Sector has nnanufacturiag locitcon wcnmldwmde esi ccially

throughout North and South Arnenic Wetter anl tale mr

Europe and Asia illowirmg ii to stay lose to its mnajo custom

era hi recemir yr
oitareril custo tiovI hc stibtct tu iviui4

cant price volatility form tal em qy and other raw rnateniah

The Sector ontinues to wo on educing the cisc of hae nid

out materials eq lead nd to replace them ciii produ ft

and processes Sustainiibfi products and processes such as

coking coal free iron pmod cmvii vocr tsr cRX erie

efficient rnotoi and erieigy ia iqeinemnt play mu ajc
ioN

its innovation st ategy

Prodcict hfet met in the Sr tots od ci husinnc sses typic shy

range froni three to twenty year horn iitrc ductmon ifecycics

tend to he shorter fcc products in whir tware ad her io

ics play an nnportamnt note the hfccy ii hc solutic mis usi

messes tend to be longer as the Sector supports its cnstonner

with sigmnfic ant services through the whole life of fine in nve

mnient he Indust my Sector cern hr stro agly ffected by cc ornoin

mc cycles tic cause mu irki ts for son of its business it tivitre

tend to react very quit kly to ella jet in tine overa cc on mnc

environment this pattemr mdc many of tlv husnme4s

activities of the Industry Automat mvmsnon and those be

ness activities cii thr Drivr Technologies Division th it serve

custunrrr rn tin in tcrciuNr tummy imdim flit ii mmktt1 14

other business activities wmttnmn thr Sec ton germer ily
thu

more delayed response to han vi iii tl ovemahl ccc mm nc

envinonsmn nt limit pattern mnclcidi those iusimne at livitri of

tine Drive 1echnsobogie vismcnn that erve customers in
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process industries the energy and the infrastructure se or

and activities of the Mctals Technologies Business Unit

Competitors of the Industry Sector can be grouped into two

categories multinational companies that offer re1ativ1y

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 portfol os

are multinational comparnes such as ABB Emerson Electiic

Schneider Electric and Rockwell In the industries in which the

Sector is active consolidation is occurring on several levels In

particulai suppliers of automation solutions have supplm

mented their activities with actuator or sensor technoloy

while suppliers of components and products have supple

mented their portfo ro with complementary products for their

sales channels

The main competitors of the Division

are ABB Schneider Electric Rockwell and Emerson Electric

Within its product lifecycle management busmess the Divi

sion also competes with among others Dassault SystŁir es

and FEC Conipetitors of the Division in

dude companies with broad business portfolios such as AJ3B

Emerson Electric and Mitsubishi Electric but also specia ist

companies such as Fanuc Yaskawa WED and SEW The mann

competitors of the Business Unit are

Danish and SMS

Asian competitors ara generally focused on large scale prod ic

tion and cost cutting European and U.S competitors are typi

cally focused on high quality lifecycle service Nevertheless

most major competitors have established global bases for their

businesses In addition competition in the field has become

increasingly focused on technological improvements and

price Intense competition customer budget constraints and

rapid technical progress within the industry continue to car se

significant downward pressure on prices In addition compoti

tors continue to shift their production to low cost countries

The Sector offers wide range of tech

noloqies for increas ng the sustainability of metropolitan con

ters and urbanì infrastructures worldwide such as integrated

mobility solutions building arid sec unity systems power

distribution equipment smart grid applications and low md

medtuiiivoltaçje poodaicts Wlnlaa the Sector has dtcidecl to

divest its airport logistics and postal automation business it

has acquired the neil automation business of Invensys

Invensys to expand and complement its rail automation

business

External revenue of the Infrastructure Cities Sector was

17 128 billion in fiscal 2013 representing 23% of Siemens rove

nue The following chart provides geographic breakdown of

the InfrastructuieCities Sectors external revenue in fiscal

2013

The Sector consists of five Divisions Rail Systems Mobility

arid Logistics Low and Medium Voltage Smart Grid and Build

ing Technologies Financial results of the Rail Systems and the

Mobility and Logistics Divisions are combined and reported

together as the results of the Sectors lransportationLogistrcs

Business Financial results of the Divisions Low and Medium

Voltage and Smart Gud are combined and xepm ted toyethei as

the Sectors Power Grid Solutions Products Business

The Division comprises Siemens rail vehicle

business encompassing the entire spectrum of rolling stock

including high speed trains commuter trains passenger

coaches metros people movers light rail vehicles locomo

tives bogies traction systems and rail related services The

Division combines its expertise in the holds of mass transit

regional and long distance transportation dniverless systems

traction systems bogies and onboard power supplies in order

to offer comprehensive know how for sustainable efficient

and reliable rail vehicles

The Ii ct Division primarily provides prod

ucts solrrtioris including IT solutions arid services for rail

transportation operating systems such as central control sys

tems interlockirrqs and automated controls The Division also

provides offerings for road traffic including traffic detection

information and guidance systems In fiscal 2013 the Division

announced its plans to divest its airport logistics business for

cargo tracking and baggage handling arid its postal automa

tron business for letter and parcel sorting In fiscal 2013 the

Division acquired the rail automation business of Invensys

which has leading position as provider of signal services and

rail control and commumncation solutions
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The Division supplies slectri al

grid operators large industrial electricity consumers and con

struction markets with medium and low voltage electrical

power eqidpiaent Fucthtrrnoro the Division provdec prod

ucts systems and semcos for distributmg electrical power

from high voltage transmission grid access to niediurn or

low voltage grids and Icir directing electrical power to er con

sumers and their access points Medium voltage equipment

includes distribution switchgear control gear circuit breakers

and components for distril uting and switching of electrical

power corning from ti big voltage transmission grid to the

medium voltage distribution grid arid within the medium volt

age grid itself The low voltage portfolio onsists of power dis

trthutiori boards busbar trunkinq systems distribution board

arid terminal blocks as will as products for protecting switch

ing measuring and monitor my devices and socket outlets

the Division provides energy automation solu

tions srnint grid applications transmission and distrrbution

services arid rail infrastruc ture electrification solutions for

mairrhne and mnass tr mit applications In addition the Divi

sion offers meter data management solutions and services

relating to the planning of eectric network grids and the oper

ation and riaintenance of tnmnsrnission arid distribution prod

ucts systeiris aiid sulutiuiis

The Division offers products services

and solutions for commercial industrial public and residential

buildings Primary appl catrons include building operation arid

automation comfort safety and security In addition the Divi

smon of feis energy solutions and energy management ser

vices aimed at improving buildnig energy cost reliability

comfort and performance wi rIo minimizing its nnpact on

the enviro iment The Divisions of fe
irigs

include heating

and ventilation controls security systems and devices for

intruder detection video surveillance and building access

control total room automation systems arid fire safety solu

tions for fire detection protection alams arid non water

based fire extinguishing

tlntil the end of fiscal 201f the lnfiastructureities Sector

also held tIre Atos AtoS shares which Smemens received

following the sale of Siemens IJ Solutions arid Services to

AtoS Due to change ma lagenient responsibility related to

Siemens shares in AtoS the shares have been included wrtfnrr

Eqinty InvcstmenG smm the boinining of fisLal 2014

The Infrastructure ries Scctor distributes itt produc arid

services through its own didicatecl sales force supportid by

Siemens worldwide network of regional companies In addi

tiori the Divisions of the Secto use to varyi ig degrees

thirdparty distributors nd mId is original quipmc nI

manufacturers valuc clded partners installers and jcmn ral

corittactus

Overall the Sectors pirncrpal customers are industrial infcc

structure and public cuatonrerm in oad range of ma kits

including construction aid cccl estite trainportitiori aid

logistics arid utilities timing rd extent to whirl Drvr

sion of the Infrastruc tunE ities Sector is affected byocononr

cc cycles depends largely thr kind of business activities it

conducts Bcisrriess ctrvrtis that tnd to react very quickly to

hanges in the overall economic environmn mt inc ludc those in

the Low anc Medium Voltage Division Business activrt cc at

aie generally affected later by ch iraqi in the overall ecor omic

environrment include thos in lhc Smart Grid arid Building

Technologies Divisions She development of ma ket so ved by

our Divisions Rail Systems Mob
ity

id gistic arid rrtc of

Smart Grid is driven pnr na ily by public spending Custcniers

of thi so Divisions usually have multi year plani mg and rnple

mentation horizons and their con tract tender their fore mc

to be mndepc ndent of short term cconiurnrc trends

The Sectors principal cor ipetrturs are multinational coin

panics scrcl ABS Alstumo Thuu dumobarde Haca ii

Electric Honeywell Johnson Co itiolm hneider II tnmr id

Tycu The Sectors unrpetitc rs vary by Div non fbi ii un inn

petitons of the Rail Systems rision amid th Mcb lity id

Logistics Division are Alstom An aldo ST Bomb tidier ird

General Electric She pmirniary am apotmtors cV the ow arrrl

Medium Voltage Divisrun me ABS atom arid ac hnerdc

Inc principal cc mpo it vs the Sniant Grid Divrsro

ABB Aistorn General Eli ctmrc arid Sd nc icIer lectni Tb mar

competitors of the Building ten hnrc tie Division are Hon

well Johnson Controls Schneider tlc ci rc arid Tyca nm

structure itrem also feces eomnpc tmuon frcnni mimi he corny

titons and Ironr new entr ints mcli as utility omp cm rc

arid consult
rig firms cxpl artrnq tlic lnagnrenrtod en rgy

ciency rmienket The Sector solutmor businesses alec con pt tc

with enigrnc errng proc un merit and onHru aonr prov de

arid cornpetrtoin in tIre service Ii often include cur ill lo al

players

In general the segment connipnrse grrty

stakes held by Some5 that err uc by tla

method at oct on as current avarlebli lc sale fmna icr il acts

arid for strategic reasons arc riot al ocated to cton SF ci

tralty managed portfolio ctivrtics Sri mm mis Real state EBE

onponale it amns or Corp ira meascmr mu tm rnves it
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within Equty Investments are our stake of 50% in BSH Bosch

und Sierne is Hausgeràte GmbH BSH our stake of 17% iii

OSBAM Liclit AG OSRAM as well as our 49% stake in Enter

prise Networks Holdings By EN In tho fourth quarter of hs

cal 2013 Siemens closed the sale of its 50% stake in Nocia

Siemens Networks Polding B.V NSN to the other shareholder

Nokia Corporation OSRAM was formerly wholly owned by

Siemens Effective July 2013 Siemens spun off OSRAM The

spin off was made on the basis of the Spin Off and Trans or

Agreement dated November 28 2012 authorized by the Annual

Shareholders Meeting of Siemens AG on January 23 2013

With the spin off Siemens shareholders received one OSRE5M

share per ten Siemens AG shares total of 80 5% of the

OSRAM shares becime widely held shares Following the

spin off further 2.5% of the shares were transferred to the

Siemens Pension Trust eV On July 2013 OSRAM started

trading on the stock exchange Due to change in manage

mont responsibility related to Siemens shares in AtoS the

shares which were held by the Infrastructure Cities Sec or

until the end of fiscal 2013 are included within Equity Invest

ments effective with the beginning of fiscal 2014

provides variety of financial sen

vices and oclucts to other Siemens units and their customers

and to third parties SFS has three strategic pillars supporting

Siemens units with finance solutions for their customers

managing firia icial risks of Siemens and offering thmrd-paty

finance services and products Financial Services intends to

grow its business in profitable controlled manner

SIS business can he divided into and

While capital business predominantly relates to

Imaricial assets on SFS statements of financial position

generating income from customers of Siemens Sectors id

other third parties fee business mainly comprises internal

services provided to Siemens SFS conducts its business

through seven Business Units one Business Segment Win

ture Capital arid two functions Corporate Pensions and

Trade Finance Advisory

The Business Unit offers comprehon

sive range of solutio is for equipment financing leasing rental

and related financing for equipment supplied by Siemens or

third party providers

The

and

Business Units

offer broad range project structured financing solutio is

Their offerings comprise debt financing equity participations

and financial advisory services In addition the Project Struc

tured Leveraged Finance Healtheare Business Unit offers

leveraged solutions across all Siemens businesses

These four Business Units each have global mandate The fo

cus of their activities is directly or indirectly related to Siemens

Sectors businesses predominantly in the energy healthcare

industry and infrastructure markets Their customers comprise

Siemens Sector customers as well as third party vendors The

Business Units serve customers of all sizes including small

and medium sized enterprises corporations and public sector

organizations

The Business Segments main task together

with Siemens Sectors is to identify arid finance young compa

nies worldwide during their start up phase thereby helping

Siemens Sectors to access new technological solutions and

tap new Inarkets

The Business Unit opeiates the global Corporate

Treasury of the Siemens Group with SFS employees thereby

managing liquidity cash arid financial risks interest foreign

exchange commodities on behalf of Corporate Treasury

The Business Unit man

ages fee-based receivables and offers investment management

services SFS operates the Credit Warehouse i.e it is engaged

in the process of monitoring and warehousing short term

trade receivables originated by the operating units and par

tially
transferred to Corporate Treasury The investment man

ageinent services focus on pension asset management for

Siemens as well as selected external clients

The Business Unit acts primaiily as an insurance

broker for Siemens and external customers The Business Unit

supports Siemens and non affiliated companies in all mnsur

ance related matters such as claims management as well as

risk transfer to insurance and financial markets including

structured solutions using own me insurance capacities It also

acts as broker of selected Siemens financed insurance policies

for employees

SFS products and services are provided through network of

companies located throughout Europe including Russia

Asia Pacific uruludimig Cluna and India and North America

comprising non-regulated partially or fully regulated entities

such as Siemens Bank GrnbH Siemens Bank GmbHs banking

license which was granted by the German Federal Financial

Supervisory Authority Bundesanstalt für Finanzdienstleistungs

245 orope is 00 It pit olporate Dovernans

tsts ii nt purist Ic Set ton 695 of tic

ena Coos on oat Cole takeonr retrvat

ntorna and cop story rep of

246 Sic rices AC Disc ucs00 on basis of

arrian Cr netcsat Code

250 Notes and rw sri tooknc stats rot its

253 snsotd Or ia sat Statements

357 edt toua itoatoO

165



aufsicht covers engaging ii loan and guarantee business as

well as in deposit taking and enables access to the deposit and

refinancing facilities of the Deutsche Ilundesbank In its trans

actions witn Siemens and thud parties SF5 obsereos

international banking industry standards where applicable

SJS competition mainly includes commercial finance opera

lions of banks independent commercial finance companies

captive finance companies and asset management companies

International competitors include BNP Paribas Equipment

Finance Do Lage Landen General Electric Commercial Fr rance

Macquarie Societe Ocr eralo Equipment Finance and Sumitomo

Mitsui Financial Group Part cularly in the commercial nance

business SFS competitors cfton local financial institutions

and competition theref are varies front country to country

Ci2i WORLDWIDE ECONOMC ENVRONMENT

the beginning of fiscal 2013 was accompanied by urtl em

slowdown of the global economy Although European financial

markets calmned in reaction to statement by the European Cc

tral Bank ECB prerident committing the ECB to preserve tlsc

Euro worldwide econorrui activity decreased tlieieeftei Globdi

gross domestic produc GD growth hit trough of lesa than

27o in the fourth quarter of calendar 2012 and this continued

through the first quarter of calendar 2013 Since then the world

economy has been reaccelerating due to slightly stronger 13

economy recovery in Furope the stabilization of Chinese

growth which slowed at the beginning of 2013 and substan

tmal improvements in Japanr World GDP growth has picked up to

more than 3% for the rest of 2013 However because of the

weak start to the year the recent reac coloration of the global

economy does not yet bring arrr si growth figures ha to

prnr year level Global GD growth rs expected to slow to f0

in calendar 2014 from 1h in cali rdai 2012 rowth of lobal

fixd investment speridmg and aluc added m10xuta1rr1rg

both important indicators for Siemens as producer of capital

goods is projected to de inc tcr air even greater degme fixed

investments from 1% in 2012 to 41 in 2014 and vo Inc addc

manufacturing from to in 201 lo in 2013 These glol at

aggregate figu es reflect fairly divergent develcipnrents On tire

one hand most advanced countries economies womc glining

momentum in the course of calerid 2013 On it other hand

many emerging Ountries wore lomg rnor ontum coi aced to

higher grcrwth rates in tIre past

In most of the larger cc onornics thc ie carom has

ended For the first time after ix rters of shrinking

Euro zone oduetmori increased aaui tithe spmirlJ qir
inter of

2013 tn addition governnreni bond yield recede cle
irly in

the countries most affected by the socereign dc bt crisis wIn

reduced therm borrowing costs am put govcrrirnent budg on

more suatarnable path the rmse in ypru the fit country

in the Euiopc art Unicin to eceivc an rot nati nal bail coil

had onmy temporary effect on yield0 rod volatnlrty in Ii nc al

marlcets As government kept tighten rig their buctctcts lix

austerity drag err th crepe co0ic0moy In iddi

tron unresolved problems in he banking ix cto me hoc ted

credit supply to the private ecto this lack of sufficient fmncls

to finance mrlvestmc nts still has the potential to stifle tl

qmomr recovemy Exchange rate dovelopnr cuts involving thc

Euro did riot support no zone xpomt In the

economic recovery coninnu Id tc Fr ix ny weak In Ec he

political crisis imiten mired again and the unflic tin Sy ia in

tin med to escalate Oil exportin ountmmes were affec tc ci

the slowdown of the world ccc norm blIP qrcwtl in tIn

ilL liii itiiii ljT iii

166

156 00 01010 10 000 000 li

17i ipvfoo 01 ii

179 fltoforiri000

192 rorcol pool

204 015 01101 11 00

201 Cvi

209 Sob ii
11 Sos

22 Rv1c 01 Xp 01

it tiP 015



countries was decreasmg below historical trends Despite sor ie

moderation in commodity prices GOP growth in picknd

up slightly However uncertainty on the economic and political

fronts poses continuing threat to African economic develcp

ment Economic activity in the countries which is mainly

determined by its largest member Russia was weak again in

2013 Similar to some other emerging countries Russia suf

fered from reversal of capital flows out of the country In su

the region Europe Africa and Middle East in 2013 is praj

octed to grow at nearl7 the same modest rate of 1% as in 20

Investment spending performed even worse it contracted 1%

iii 2013 after it had already shrtink 04% in 2012 Value addad

manufacturing also stagnated in 2013 after decline in 2012

The region saw ugnificantly slower growth in 203

GOP increased 18% after growth of 27% in 2012 The US was

the main factor due to budget tightening measures the se

quester which staited at the beginning of calendar 2013

According an International Monetary Fund estimate the

sequester reduced the countrys 2013 growth rate by as much

as 75 percentage points Accordingly GOP figures for the U.S

are masking gradual improvement in the private sector or

example the construction sector was recovering further con

sumer spending was growing moderately and fixed invest

Inents which were atfected most by the political uncertain

ties and even went to negative growth at the beginning of

2013 were picking up Monetary policy continued to be very

expansionary although fears of gradual reduction taper

ing of quantitative easing measures caused long term intec

est rates to rise Latin American growth was low and roughly

unchanged cornpar to 2012 After very low GOP increase of

9% in 2012 the axihan economy accelerated modestly to

4% in 2013 Because the Brazilian economy is estimated to

operate near its potential supply side constraints have hld

back growth and exacerbated inflationary pressures For the

Americas region overall growth of investment spending and

value added manufacturing both slowed in 2013 fixed invest

rirent growth from 4.6k in 2012 to 30% in 2013 value adced

manufacturing from 3% to 1.8%

In GOP growth in 2013 is expected to remair at

8% virtually the same level as in the two previous years In

the first half of 2013 the Chinese economy continued to slow

down to 7.5% GOP growth year-over year because global 3e

mand for Chinese products was weaker arid concerns emercied

about rho healrh of he countrys financial system mid the dud

tainabnlity of its public debt India had to deal with even mire

severe problems Ilie slowing economy current acco mt

deficit high inflation and unresolved structural problems

caused foreign capital to exit the country and the Rupee to

lose one fifth of its value against the U.S dollar within one

year These adverse developments for the Aiim Australia re

gion were cuuntenbalanced by the recovery of the Japanese

economy The governments unusual measures to kick start

the Japanese economy out of its deflationary spiral seem to be

successful GOP expanded by 4% annual rate in the first half

of 2013 Although ODE growth for the Asia Australia region ie

mained stable in 2013 growth of fixed investment arid value

added manufacturing slowed by roughly one percentage

point to 5.4% and 3.6% respectively compared to 2012

The partly cstimated figures presented here for gross domestic

product fixed investments and manufacturing value added

are calculated by Siemens AG based on an IHS Global Insight

report dated October 15 2013

Our businesses are dependent on the developmerrt of raw ma

terial prices Key materials to which we have significant cost

exposure include copper various grades antI formats of steel

and aluminum In addition within stainless steel we have cx

posure related to nickel and ferro alloy materials

The average monthly price of copper denominated in per

metric ton for September 2013 was 15% lower than the average

monthly price iii September 2012 reflecting more moderate

economic sentiment during fiscal 2013 and increasing produc

tion from rìew or extended mine projects Prices on fiscal

year average were 5% lower in fiscal 2013 than the average for

fiscal 2012 Because copper is produced in multiple locations

and traded in multiple locations such as the London Metal

Exchange the risk to Siemens is primarily price risk rather

than supply risk
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Average monthly prices of aluminum traded at the Lond on

Metal Exchange were 17% lown in SepLember 2011 as corn

pared to September 2012 Puces on Iiscalyear average were

8% lower in fiscal 2011 than the average for fiscal 2012 Higher

premiums for physically delivered aluminum offset the erosion

of exchange prices to some extent Besides that the alunn

neon industry is suffering from oversupply due to combina

tion of waker tnvestment sntiment among cmtomers and

is pid expansion of production capacities by manufacturers As

with copper we see developments in the aluminum market as

posmg price risk rathcr tItan supply risk

The average monthly steel prices for September 2013 declined

by 10% compared to the ave age monthly prices in September

2012 Prices on fiscal yeai average we 8% lower in fiscal

2011 than he average orbs al 2012 sou Ce CRU an indepcn

dent business analysis and consultancy group focused on

among othei things II mirnng and metals sectors

Our main exposure to the prices of copper and related prod

ucts dnd to carbon steel and stainless steel is in the Sectors

Energy Industry and Ir frastructure Cities Our main price cx

posurc related to aluniirium is in the Energy Sector In addi

tiori Siemens is goner ally exposed to energy and fuel prices

both directly electricity gas oil and indirectly energy used

in the manufacturing processes of suppliers fuels included in

logistics costs

Siemens employs various 0tmateg em to luce the ice ink in

its project and product businesses suci is long te ni contract

ing with suppliers physIcal and financial liedginc and ice

escalation clauses with customers

Ci22 MARKET DEVIrLOPM8NT

Overall markets served by tic ec toi grew me Ic atc ly

in fiscal 2013 cornpaed iscal all of die lu

businesses except for solar powe enefitmg from unpiovel

niarket conditions year we yeai In irticular the markets or

fossil power wind power ad power transmission cecuve ed

front narket declines in fiscal 2012 arid ictumned to the vHs

reached in fiscal 2011

Growth for the market served by or

Division benefited horn si Pt towards larger mo dli

ient units with higher power utput Globally custo acts

emerging markets rn airily ided tic parities while custom

ers in advanced eeononues mainly mph red exir 1mg pow0r

plants that cc now considered relatively in lucre nt mid index

ible Despite the ovrnall giowth of Icr ii markets Ire na Let

for advanced gas power platts mnauted appmoxintoteiy aft it

same level as in hscal 201 Demand itt nope was held back

by an ongouig slow wo torn ic dcv lopincnt nd ui cci air

in reg ilatory fmamewo ka Political instability irnpacte nimket

development in the Middle East despite scicial and coIs nr mc

piessure to dd capacity Within the Amer an megio the
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added gas turbines to replace aging infrastructure and take ad

vantage of the countrys ongoing natural gas boom Fossil

markets in the Asia Australia region remained strong with

number of nations adding capacity These included China arLd

India for coal-fired power generation and South Korea for gas-

fired power plants

In the markets served by our Wind Power Division growlh

came from new offshore wind projects Also onshore wind

markets returned to moderate growth path compared to

fiscal 2012 except in the U.S where concerns about potential

expiration of tax incentives had led to market boom due to

project pre-drawings in 2012

The markets served by our Oil Gas Division rose on increased

investment demand for exploration and production of oil and

gas On geographic basis market growth for the Divisions

compression and oil and gas solutions business came mainly

from the U.S the Middle East Africa Russia and Brazil Growth

in the Divisions industrial power markets was led by Asia the

Middle East and parts of Europe While market for small steam

turbines remained on previous years level demand was stron

ger for small-scale combined-cycle power plants

The markets served by our Power Transmission Division xe-

covered from weakness year earlier While markets grew

slightly in most regions year-over-year growth was strongest

in North-East Asia the Middle East Africa and the Americas

In emerging countries growth was driven mainly by expan

sion of infrastructure In industrialized economies customers

mainly replaced and modernized equipment and also integrat

ed renewable sources into their transmission grids Despite

the larger pattern of global growth power transmission mar

kets also suffered from overcapacities in certain segments

especially power transformers

In fiscal 2013 markets addressed by our Healthcare Sector

grew moderately year-over-year Growth was clearly driven by

emerging markets as these countries continue to expand

access to healthcare for broader population and build up

their healthcare infrastructure In contrast markets in indus

trialized countries grew only modestly compared to the prior

fiscal year as demand was held back by healthcare reforms and

budgetary constraints particularly in Europe Healthcare IT

markets grew faster than the healthcare market as whole

on particular strength in the U.S On geographic basis mar

kets in Asia Australia grew in the high single digits including

double-digit growth rates in China Markets in the Americas

including the U.S grew moderately Growth in the U.S was

supported by strong demand for healthcare IT solutions driven

by the HITECH Act and the relevant portions of the Affordable

Care Act In contrast markets in Europe C.I.S Africa Middle

East declined slightly In Europe markets experienced further

decline in spending for healthcare in southern and western

European countries which continued to suffer from the sover

eign debt crisis

The overall market for our Industry Sector as well as for the

Divisions Industry Automation and the Drive Technologies de

clined in fiscal 2013 While the pharmaceutical chemical auto

motive and food and beverage markets grew slightly compared

to the prior fiscal year this growth was more than offset by

declines in other markets including particularly machine build

ing and Industrys markets for solutions and products for wind

power On regional basis markets in Asia Australia and the

Americas did not offer growth opportunities year-over-year

while markets in Europe declined particularly in Southwest

Europe Within the Asia Australia region growth accelerated

somewhat in China in the second half of fiscal 2013 following

weak development in the first half of the fiscal year Within the

Americas market development in the U.S was supported by

lower energy prices due largely to greater supply of energy

produced in the U.S primarily natural gas But momentum

declined somewhat during the fiscal year

Within the markets served by our Industry Automation Divi

sion short-cycle manufacturing industries saw de-stocking by

customers which held back market development Industrial IT

markets grew moderately but slightly below their expected

long-term average growth rate

Markets served by our Drive Technologies Division also saw

de-stocking effects within short-cycle industries Markets for

industrial infrastructure industries including the Divisions

markets for solutions and products for wind power and rail

markets declined or showed no growth momentum Markets

for long-cycle industries such as mining and oil and gas grew

only slightly year-over-year or even declined In some indus

tries customers delayed or postponed large infrastructure

projects
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Overall the market for the Infrastructure Cities Sector grew

moderately in fiscal 2013 While markets served by the TrarIs

portationLogistics Business showed steady recovery

including tenders for number of large projects markets for

the Power Grid Solutions Products Business and the Building

Technologies Division showed little or no growth Customers

cut spending in both these markets and also delayed project

awards in the power grid solutions market

In fiscal 2013 markets served by our Transportation Logs
tics Business showed steady recovery from the weak envi

ronment year earlier Moderate growth was driven by large

contract awards particularly in the U.K and the Middle East

Furthermore market growth was positively influenced by

demand from major cities which continued to invest in public

transport systems On regional basis the highest growth

rates came from Asia Australia driven by strong demand frcm

China Demand in the Americas was also clearly up year-over-

year Within Europe market development was divided between

northwestern countries which kept their public transport

investments stable and southern countries which held back

investments as part of wider austerity programs As result

markets in the Europe C.I.S Africa Middle East region

showed the lowest growth of all regions

Demand in the markets served by our Power Grid Solutions

Products Business remained weak across all regions in fiscal

2013 Higher demand from industrial customers was more

than offset by delayed project awards and reduced grid invest

ments by utility companies Reduced investments were partic

ularly evident in southern Europe Investment sentiment was

also affected by uncertainty in the regulatory environment

such as in Germany which is undertaking massive shift to

renewable energy Energiewende Demand in the U.S

showed signs of recovery in the industry and construction cat

egories but investment in power grid solutions by utilities

remained weak

Markets served by our Building Technologies Division held

steady year-over-year as customers were hesitant to increase

investments Markets in the solution business suffered from

ongoing price pressure due mainly to aggressive pricing by

system houses and large providers of building technologies

solutions On regional basis slight market growth in Asia

Australia and the Americas was largely offset by slight cle

dine in Europe C.I.S Africa Middle East

C.1.3 Strategy

C.1.3.1 GLOBAL MEGATRENDS

Global megatrends are long-term developments that are ex

pected to have an impact on all humanity We at Siemens

view demographic change urbanization climate change and

globalization as megatrends that will 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 Infrastruc

ture Cities

Demographic change includes two major trends the worlds

population continues to grow steadily and it continues to get

older Together these two trends will challenge the ability of

future healthcare systems to make healthcare available to

everyone Urbanization refers to the growing number of

densely-populated metropolitan centers around the world

This trend intensifies the already strong demand for sustain

able and energy-efficient infrastructures for buildings trans

portation systems energy and water We view climate change

as fact and that reducing greenhouse gas emissions is vital

to counteract the increasingly drastic effects on our eco

system 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 cul

ture 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 efficiency

industrial productivity

next-generation 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 We intend to profit from the

megatrends described above
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Our strategy comprises what we call our three strategic

directions

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 creatioi

with financial target system for capital-efficient growth arid

the goal of continuous improvement relative to the market arid

our competitors

One Siemens defines financial key performance indicators for

revenue growth for capital efficiency and profitability and for

the optimization of our capital structure In addition we set

hurdle rates that generally need to be considered before we

proceed to make acquisitions Further 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 Com

pany For further information see C.2 FINANCIAL pERFOR

MANCE SYSTEM

To achieve our One Siemens goal of sustainably enhancing the

value of Siemens and exploiting the full potential of our Corn

pany 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

markets that are widely expected to have future growth poten

tial such as software and IT Our second focus area is to

strengthen our portfolio We are actively and systematically

managing our portfolio with the principal aim of having our

businesses achieve or maintain No or No position in

their respective markets To provide leading environmenlal

portfolio is our third focus area Our Environmental PortfoLio

increases our Companys revenue and makes significant con

tribution to climate protection

In the strategic direction of getting closer to our customes

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 rapidly

growing entry-level segments which are more price-sensitive

and mostly located in emerging markets second focus area

is to expand our service business We believe that the large in

stalled base of our products and solutions at our clients pro

vides promising growth opportunities for our service business

Services play key role in profitable growth at Siemens and

in addition long-term service agreements are less likely to be

impacted by economic fluctuations To intensify our customer

focus is our third focus area We believe that customer proxim

ity and local presence are important factors in being able to

respond 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 tailored training and edu

cation programs We aim to develop the potential of our

employees worldwide by identifying talent and offering chal

lenging 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 qualifica

tions 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 entrepre

neurial activities

Beginning in fiscal 2013 we have been 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 Our Sectors are continuing to exe

cute broad range of measures expected to yield sustainable

productivity gains

C.1.3.3 SECTOR STRATEGIES

All Sectors share the common target established in our One

Siemens framework to grow faster than our competitors with

out compromising profitability in order to reach or maintain

leading position in their respective markets

Our Energy Sector is one of the worlds leading suppliers of

wide range of products solutions and services in the field of

energy technology Its know-how products solutions and key

components span the entire energy generation and transmis

sion chain The Energy Sector focuses its business and portfolio

on large and strongly growing markets such as gas turbines

245 Compensation Report Corporate Governance

statement pursuant to Section 289a of the

German Commercial Code Takeover-relevant

information and explanatory report

253 Consolidated Financial Statements

357 Additional Information

171

246 II Siemens AG Discussion on basis of

German Conmercial Code

250 IC Notes and forward-looking statements



wind turbines and the oil and gas industry Through strong

and continuing innovation efforts it aims to ensure the tech

nological leadership of its products solutions and services The

Sector is active on global basis with special emphasis on cer

tain countries and regions such as the U.S China the Middle

East and Europe The Sector aims to ensure its market position

through balanced business model that includes not only

highly competitive products but also comprehensive solutions

which demonstrate its integration competence This offering is

supplemented by strong services which help the Sector secure

customer proximityand enable constant flow of revenue

Our Healthcare Sector strives to be the pioneer in next-gener

ation healthcare It aims to outpace its respective markets and

generate high returns by helping customers gain efficiencies

in healthcare delivery These efficiencies are key imperative

in meeting globally increasing demand for healthcare in bud

get-constrained environments In anticipation of increased

demand in economically challenging times the Sector had

launched and completed Agenda 2013 which started in fiscal

2012 and was implemented by the end of fiscal 2013 Agenda

2013 was program to drive innovation and competitiveness

across the portfolio to broaden the regional footprint and to

drive people excellence across the Sector

Healthcare constantly renews its portfolio to ensure that it

meets the future needs of its customers both in terms of qual

ity and price and to continuously improve its cost position

The Sector endeavors to improve operational excellence in its

various businesses and make use of new growth opportuni

ties in healthcare These opportunities arise from closer inte

gration between diagnostics and therapy and increasing

demand from emerging markets The Sectors integrated ap

proach covers the entire medical treatment chain from pre

vention and early detection to diagnosis therapy and aftercare

It combines medical imaging and therapy systems laboratory

diagnostics and healthcare IT systems

The Industry Sector aims to drive the productivity efficiency

and flexibility of its customers by seamlessly integrating the

industry value chain It is pursuing its strategic path to be

come provider of comprehensive portfolio of industrial

software and IT solutions This portfolio will cover the entire

industrial product design and production lifecycle The Sector

also continues to add vertically integrated products and appli

cations in automation drive train systems and service Its on

going strategic approach is to continuously drive innovation

and seamlessly integrate the different software for product de

sign engineering and collaboration with digital manufactur

ing and production execution The Sector is an established

player in discrete manufacturing industries such as the auto

motive industry and aims to grow its business in hybrid and

process industries e.g food and beverage

The drive train system business in manufacturing and process

industries and energy and infrastructure builds on the integra

tion of gears motors inverters and motion control and is seam

lessly integrated with the Sectors software and IT solutions

The Sectors product business is complemented by its service

business in addition to servicing its installed base the Sector

is growing technology based value-added services such as

energy and environmental services In its solution business it

offers complete set of solutions for specific industries such

as Automotive In addition its Metals Technologies Business

Unit life-cycle partner for customers of metallurgical plants

drives innovation and continues to expand its presence in

emerging countries Regionally the core markets of the Sector

are in developed and emerging economies with large indus

trial base in particular in Germany China and the U.S

The strategy of Infrastructure Cities Sector is to focus on

three areas strategies to grow beyond effective go-to-market

and profitability of the core business

In the focus area to grow beyond the Sector defines its offer

ings for targeted growth markets One focus is to increase the

offering of entry-level products In addition the Sector aims to

increase market shares for its vertical IT and software-based

business and for its intelligent infrastructure solutions It also

strives for focused capital allocation and portfolio expansion

In the effective go-to-market area the Sector aims to strength

en its sales approach in the city and infrastructure markets

e.g by addressing infrastructure customers through one lead

Division Another focus area is to secure and improve the prof

itability of the Sector Levers for this area are flawless order

backlog execution rigorous working capital management ex

cellence in procurement an increase in global value sourcing

containing selling general and administrative expenses es

tablishing lean processing and maintaining global focus on

employee development and recruiting
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As part of One Siemens we have developed financial target

system for capital efficient growth that we believe will in

crease the value of our Company Our goal is to achieve contin

uous improvement relative to the market and our competitors

The financial target system defines indicators for

and the optimization

of our and our dividend policy In addition

we set hurdle rates that generally must he considered before

we make acquisitionus

In the following subchapters we desi rifle

which have been defined in accordance with

One Siemer arid are used to manage and control activities at

the Group level These measures are or may be non GAAP

financial measures Other companies that report or describe

smuilarly titled financial measures may calculate them differ

ently

We believe that profitable is an important

driver for increasing our Companys value over the long term

Within the framework of One Siemens we have set ourselvos

the goal to grow our revenue faster than the average revenue

growth of our most relevant competitors For comparison with

our competitors ot revenue growth is calculated as the

growth rate of reported revenue as presented in the Consoli

dated Financial Statements For purposes of measurmg man

aging and controlling the organic revenue growth this growth

rate is adjusted for iurrency translation and portfolio effec

detailed analysis regarding revenue growth is provided in

Within the framework of One Siemens it is our goal to achieve

margins throuqnout the entire business cycle that are compa

rable to those of the best competitors within our markets We

seek to maintain or improve the profitability of our businesses

as appropriate Therefore we have defined adjusted EBITDA

margin ranges for our four Sectors These are defined as the

ratio of adjusted EIIITDA as presented in

Adjusted EBITDA target margin ranges for the

their performance are shown in the chart below

In fiscal 2013 we used income from continuing operations at

the Group level to measure manage and control profitability

For detailed analysis of this measure refer to

Effective with the beginning of

fiscal 2014 we use net income This measure is the primary

driver of basic earnings per share FF5 from net inconie

which we use for communicating with the capital markets

Within the framework of One Siemens we seek to work profit

ably and as efficiently as possible with the capital of our share

holders and lenders We manage and control our capital effi

cienucy using adjusted return on capital employed or

too cuntinuiItg operations This financial measure

assesses our generated incoIne from the point of view of our

shareholders and lenders ROCE adjusted for continuing op

emations is defined as income from continuing operations be

fore interest after tax divided by average capital employed
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We intend to achieve taiget for ROCE adjusted for contmu

ing operat ons of 15% to 20% ROCE adjusted for continuin

operations amounted to 13 8% in fiscal 2013 ompared to

155Yo ai eariiei Trio decrease was due ro comnbinauon of

lower income from continuIng operations and higher average

capital employed ROEs adjusted for continuing and discon

tinued operations amounted to 135% fiscal 1013 compared

to 13 1% year earliei tor information on the calculation of

ROCF adjusted and its components see

Siemens

weighted average cost of capital WACC at the end of fiscal

2013 was approximately 5h

Our financial indicator for ineast ring capital efficiency at

Financial Services SF6 is eti on equity aftei tix 01

in line with comnion practice in the financial sen

vices industry We define ROE after tax as SFS profit after tax

divided by SF5 average allocated equity For purposes of calcu

lating ROt after tax the mclevant income tax is calculated on

simplified basis by applyi ig an assumed 30% Oat tax rate to

SF6 profi excluding income loss from investme its account

ed for using the e.qu ly method net which is basically net

of income tax already and tax free income components and

others sue-h as components which have already been taxed or

are generally tax free We intend to achieve target for ROE

after tax of 15% to 20% at SF6

key consideration wi hin the framework of One- icnieri to

maintain ready acccss to the capital markets through various

debt products arid preserve our ibility to rpav and service

debt obligal ion over time Thecef ire use the itio

to for in nag rig

and controlluig oLir capital truc cc and as an ndiato for hr

required pe.rrod in ye air to rep ry the adjistc irid istrial id

debt Inteic st taxer leprec ation arid imortiza en ar ot

taken in onsido atron fm
pe- pose th hr incal mea

sure Our goal is to achieve mar iii tt or mge of 10 the

caoital structure ratio as or Sc pre-mi r0 013 nc ear vi it
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adjusted EI3TTOA ontinu nj operati rim ton nm me tile- rum
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We intend to continue providing an attractive return to shaie

holders Iheretore in the years ahead we intend to propose

dividend payout which combined with outlays during the Is

cal year for publicly announced share buyhacks results in

sum representing 40% to 60% of net income which for ti is

purpose we may adjust to exclude selected exceptional nom

cash effects Furthermore for fiscal 2014 we are taking pro

coeds from the sale of the NSN stake in fiscal 2013 into consid

eration As in the past we intend to fund the dividend payout

from Free cash flow

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 2013 to

distribute dividend of 00 on each rio par value share enti

tled to the dividend for fiscal year 2013 existing at the date of

the Annual Shareholoers Meeting with the remaining amount

to be carried forward Payment of the proposed dividend is

contingent upon approval by Siemens shareholders at the

Annual Shareholdeis Meeting on January 28 2014 The prior

year dividend was 00 per share

The proposed dividend of 00 per share for fiscal 2013 rep

resents total payoct of 2529 billion based on shares out

standing as of September 30 2013 Based on net income of

409 billion for fiscal 2013 the dividend payout percentage

would be SYTi the percentage for fiscal 2012 was 59% has vi

on total dividend payout of 528 billion and net income of

282 billion Net income in fiscal 2012 was adjusted retro

spectively for effects of adoptmg lAS l9R

Outlays for Siemens publicly announmced share buybacks cx

eluding incidental transaction charges during fiscal 2013

totaled 152 billion and represent 26% of net income The

percentage for fiscal 2012 was 41% with outlays for share

buybacks in the amount of 1766 billion

With the spin off of 05MM in fiscal 2013 Siemens sharehold

ers received one OSRAM share per ten Siemens AG shares For

additional information regarding the spin off of OSRAIvI see

In addition to the financial performance measures discussed

above we use several other financial measures to assess the

economic success of our business activities To determine

whether particular investment is likely to generate value for

Siemens we use net present value or economic value added

EVA EVATM considers the cost of capital in calculating value

creation by comparing the expected earnings of an investment

against the ost of capital employed EVAIM is also an indicator

for measuring capital efficiency in our Sectors and at SFS

To rrieasuro liquidity nridnidgeirient of our operdtlng activities

we analyze net operating woiking 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 EVATM within three years after

the integration and generate 15% cash return within five

years Cash return is defined as Free cash flow divided by

average capital employed
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C27i RETURN ON CAPITAL EMPLOYED

ROCE ADJUSTED
As part of One Siemens we monitol our capital ticiency us

ing tie financial measure eturn on capital employed ROCE

adjusted continuing ups rations The following tables eport

tlns financial nicasure is defined undei Or Stone and also

provide resonriliation tc 505 ldjusted tot ii tiruing and

discontinued operations
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C2J2 RETURN ON EQIHTY ROE AFTER TAX
The following table reports the calculation of ROE after tax of

srs as defined under so Siemens
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C273 DEHNTONS OF

OTHER ANANCIAL MEASURES

We also use other fmincial measures rn addition to the mea

sures ciescribed above such as orders and orrior backlog ror

the assessment of our future revenue potential We defne and

calculate orders and order backlog as follows

Under our policy for the recoonition of we generally

recognize the total contract amount for an order when we on

ter into contract that we consider legally effective and corn

pulsory based on number of different criteria The contract

arraount is the agrced price or fee for tbn portio of the con

tract for which the delivery of goods arid/or the provision of

services has been irrevocab agreed Future revenur from sor

vice maintenance and outsourcrng contracts is rocognwed as

orders in the amount of the total contract value only if there is

adequate assurance that the contract will reman in effect for

its entire duration fog clue to high exit barriers foi the cus

tomei Orders are generally recognized imrnediatelywhera the

relevant contract is considered legally effective arid compulso

ry The only exceplioris are orders with rhort overall contract

terms In this cast separ ito reporting of orders would pro

vide no significant additional irifoirnation regarding our per

formancc For orders of this type the recognition of orders

tnus occu when the corresponding revenue is recogniaed

represents an indicator for thr futurc rev iues

of our onipany resciltinc froir ii eadv recognia order

Order backlog is calculated by ddirig the orders of the urrent

fiscal year fri trio baiance or thc oroer etc kiog as or the erie ot

the prioi fiscal year and if en subtracting the revenue rec

rimc in the curient fiscal year hr mount of an order cit

ready rei ogrnaed in the rent thc previous ft cal year

modified or if an ordcr ftc in the uirent fiscal vei is ci acell Id

we adjust orders for the curre at quarter arid also our oider

backlog accordingly ii not rctroact vety adjust reviously

published orders However if an ordc rim previous tim il

year is incellod order of the urrc at qua for and act oidin

ly the current fiscal year are qe aerlly not adjusted risti ad

the existinc otcler hackloo revia irectlv Aoid from ira

collations the ordoi backlog is also hjc Ito currcncy trani la

hon and poi ttolio effects

Therc is no standard system for ompilinio and calcc faring ii

cfers and order backlog irifcrmrnation that applier ac ss corn

nies Accordingly our orders and order backlog may at be

co npatablr with ordeis and ordc backloq mr urc rc por ccl

by other companics Wc subject ou orders and our order ba

log to interraal docuirienta ion am vi requireirie at

may chanqc oui politics fci recc pawing croons and rcl ta it

tog ir ttae tuturc wittaout viocrs rlotice
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The following discussion presents selected information

for Siemens for the fiscal year ended September 30 7013

C.311 ORDERS AND REVENUE
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Orders for fiscil 2013 totaled 82.35l billion an 8% increrse

year over year due primarily to higher volume from large

orders In contrast revenue caine in 75882 billion down

2% from the prior yr ar resulted in book to bill ratio of

09 for Siemens in fiscal 2013 On an organic basis excluding

currency translation md portfolio effects orders increased

lO% and revenue me in 1% below the prior year

The order backlog defined as the sum of order backlogs of our

Sectors was 100 bil ion as September 30 2113 up from

97 billion year earlier despite negative currency translation

of fects of billion

in fiscal 2013 increased

8% overall with results varying among the Sectors lnfrastruc

tureCitios reported double digit growth on large orders at

TransportatronLogistics ncluding 3.0 billion contract

win for trains and maintenance in the UK Orders for Snergy

were up 1% driven by major contracts for wind power arid

were level in Healthcare Order intake declined 3% in Industry

due mainly to the challenging market environment for the Sec

tori short cycle businesses during most of fiscal 2013 On

global basis orders from emerging markets as these markets

are defined by the International Monetary Fcrnd increased

0% faster than ordirs overall and accounted for %28 702 Oil

Iron or 35% of total orders for fiscal 2013

In the region orders in

creased 16% including double diqit increases iii Infrastruc

tore Citres and Energy driven by the major contract wins

rrienfroned above The higher volume of large orders in both

Sectors wis also the primary factor in order growth in errnany

Orders for Healthcari and Industry in the region came in

slightly below the level of hscal 2012 Within inoderati order

growth ir the 10f increase in Energy more th mc

offset rn 8% decline in Industry Order intake in the

region showed shglrt decrease in fiscal 20

As previous disclosed Siemcn ins decided hat subi to

certain Invited cxc eption it will riot Ocr into nec cont act

with customers in Iran and has issued group wide polrci

tabhsrang tire octane or its general decision the too tn

quarter of fiscal 2012 as result an analysis or ou contracts

with Iranian costomneis in particular will sport to xpec ed

payment defaults and forci majeuni eec ts we re ordtd ci

justments iffectirig sever ml lini itc iris ii our viii hd tr

statements of income in pirtic ilan rcvenw ana coct cr1 isles

nec ogriized in prior pi rrodr from proje chat wi rc still pci

mitted to be provided cinder thesc oohcr For addit or ci

formation see

dechneci cciii

pared to fiscal 2012 sbgl increase in ii castrurtrnc tie

was more than offset by moderate declines in rorgy and

Industry due to weak ccvi stment ritiment througi most if

fiscal 2013 and continuing softnc cs in Industrys short cy Ic

markets Healthcare revenue cc icc in near the prioroca lcvr

On global basis emerging markets grew 1f and accor nted

for 25 821 billion or 34% of total rcvenu or cccl 01

Wlnie revenue was stable ear over year in thc

ri gro ncs ilt withur the rig on anE

mixed for the Sectc ci lncceasm in ntcarlructcineCiric ccl

Energy wc cc offset by declines ci Indrisriy arid Healthcare

Lower revenue in the we due pnmarily to Eric ry
which cxpeiieiiced an order gap or rid farms in thc or

the latter half of calendar /012 due to rio rtarnties eg irorn

production tax incentrvr The sharp mop in an so

quently affected fiscal 2013 reverium dive opnne it In tl

rcgion reveninc declined on decreases in Indu

try arid Inc gy that oulc not off or incre aes in

other two Sectorm
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C.3.1.2 CONSOLIDATED STATEMENTS OF INCOME

Year ended September 30 Chanqe

in rrrillioris of 2013 2012

Gross profit 20829 21925 59r

as percentage of revenue 27.4% 28.3%

Research and development

expenses 4291 4245 1%
as percentage of revenue 5.7% 5.5%

Selling and general

sclrninistrative expenses 11286 11043 2%
as percentage of revenue 14.9% 14.3%

Other operating income 503 523 4%
Other operating expenses 427 364 17%

Income loss from invest

ments accounted for using the

equity method net 510 333 ala

Interest income 948 939 1%

Interest experrses 789 760 4Ylr

Other financial income

expenses net 154 200%
Income from continuing

operations before

income taxes 5843 6636 12%
Income tax expenses 1630 1994 18%

as percemrtage of income

trans comrtin uing operotior mx

before income taxes 28% 30%

Income from continuing

operations 4212 4.642 9%
Income loss from

discontinued operations

net of income taxes 197 360 nla

Net income 4409 4282 3%

Net income attributable to

rrorm-ccmntrollinq irmterests 126 132

Net income attributable to

shareholders of Siemens AG 4284 4151 3%

Income from continuing operations before income taxes

for fiscal 2013 declined to 5.843 billion from 6.636 billion

year earlier

The largest factor in the decline was 1.276 billion in charges

in the Sectors for the Siemens 2014 program These charges

resulted from measures taken in fiscal 2013 to reduce costs by

improving regional footprints adjusting capacity and increas

ing process efficiency The charges are included in the follow

ing functional costs

Year emmded

September 30

Iimm nirlliorms of 2013

Cost of sales arid accordingly gross profit
762

Research and development expenses 37

Selling and general administrative expenses 374

In addition charges of 104 million were included in other line

items predominantly in Other operating expenses For com

parison in fiscal 2012 Healthcare reported charges of 184

million under its Agenda 2013 initiative which began year

before the Siemens 2014 program In fiscal 2013 the Sectors

charges under this initiative are included within Siemens

2014 charges

number of factors in addition to the Siemens 2014 charges

reduced gross profit year-over-year These included continuing

market challenges such as lower capacity utilization in Indus

try pricing pressure and less favorable revenue mix in

number of our businesses In addition both years included

various charges and gains including project charges in the

Sectors Energy and Infrastructure Cities The most relevant of

these charges are disclosed in c.3.2 SRGMENT INFORMATION

ANALYSIS While the net amounts of these items were signifi

cant at Group level in fiscal 2013 and fiscal 2012 there was only

small change in the net amount year-over-year

246 Cli Siemens AG Discussion on basis of

German Commercial Code

250 12 Notes and forward-looking statements
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357 Additional Information
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Income from continuing operations before income taxes bene

fited from sharply lower loss related to our stake in Nokia

Siemens Networks Holding B.V NSN which narrowed to

76 million from 741 million year earlier In addition results

related to NSN in fiscal 2013 benefited from positive effect of

301 million stemming from partial reversal of fiscal 2009

impairment of our stake in NSN and gain of 76 million from

the sale of the NSN stake in the fourth quarter of fiscal 2013

These changes year-over-year are included in Income loss

from investments accounted for using the equity method

Including the developments described above Income from

continuing operations before income taxes declined 12% year

over-year Due to lower tax base and lower effective tax rate

compared to fiscal 2012 the decline in Income from continu

ing operations year-over-year came in at 9%

Income from discontinued operations net of income taxes

in fiscal 2013 was 197 million compared to loss of 360 mil

lion in fiscal 2012 and was comprised of the following

Yeii ndd Sept nber 30 Chiie

mIlions or 2013 2012

OSRAM 277 135 n/a

Siemens IT Solutions

and Services 71 40 78%

Other 151 265 43%

This substantial positive swing was due mainly to OSRAM for

which the prior-year amount included negative catch-up ef

fect of 443 million pretax arising when we deemed it no

longer highly probable to complete our original plan to dispose

of OSRAM via an initial public offering We subsequently com

pleted the spin-off and listing of OSRAM in the fourth quarter

of fiscal 2013

In addition the item Other in fiscal 2012 included burden

of 143 million pretax from settlement related to Greece

For additional information on discontinued operations see

---- NOTE ifl ---- NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As result of the positive swing in income from discontinued

operations Net income for Siemens was 3% higher than in

the same period year earlier Net income attributable to

shareholders of Siemens AG increased to 4.284 billion from

4.151 billion in fiscal 2012

Basic earnings per share were 5.08 in fiscal 2013 up from

4.74 in fiscal 2012 reflecting higher Net income attributable

to shareholders of Siemens AG and lower number of weight

ed average shares outstanding due to share buybacks in fiscal

2013 For additional information see --3 NOTE 35 in --3 D.6 NOTES

TO CONSOLIDATED FINANCIAL STATEMENTS
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C.3.2 Segment information analysis

C.3.2.1 ENERGY

Sector

Year ended September 30 Change therein

itt millions ot 2013 2012 ActuI Adjustedt Currency Pot tfolro

Profit 1955 1901 3%

Profit margin 7.3% 6.9%

Orders 28797 26930 7% 8% 2% 1%

Total revenue 26638 27736 4% 3% 2% 0%

External revenue 26386 27501 4%
thetein

Europe Ct.S2 Africa Middle East 14.346 14261 1%

therein Germany 2231 1927 16%

Americas 7153 8141 12%

Asia Aug trolio 4886 5098 4%

tclrnlrrtrj currency translation and purttcrlrti effects Cumin rnwealth of tndepenrtlertt Srares

Energy reported profit of 1955 billion in fiscal 2013 up 3% on retrospective basis The loss from the solar business was

year-over-year The Sector took 301 million in charges under nearly unchanged year-over-year at 255 million compared to

the Siemens 2014 program primarily for reducing its cost 258 million year earlier In the current fiscal year the loss

structure adjusting capacity and improving its regional foot- included impairments and costs associated with the ramp-

print Fossil Power Generation contributed lower earnings down of the business of 181 million In fiscal 2012 the loss

than year earlier but still accounted for most of the Sectors included impairments of 150 million

profit and was the highest profit performer among all Siemens

Divisions Profit at OilGas increased year-over-year on sub- Revenue declined 4% compared to the prior-year period as

stantially lower charges related to Iran Wind Powers profit re- declines at Fossil Power Generation and Power Transmission

mained on the same level as in fiscal 2012 despite 94 million were only partially offset by increases at Wind Power and Oil

in charges related to turbine blades Power Transmission cut Gas On regional basis revenue rose in Europe C.I.S Africa

its loss nearly in half compared to the prior year due mainly to Middle East and declined in other regions Orders came in 7%

substantially lower charges mainly related to grid-connections higher due mainly to large orders at Wind Power in Europe

to offshore wind-farms These charges totaled 171 million in C.I.S Africa Middle East Order intake was clearly higher in

fiscal 2013 compared to 570 million in fiscal 2012 The solar the Americas while orders declined significantly in the Asia

business was reclassified from discontinued operations to con- Australia region The book-to-bill ratio for Energy was 1.08 and

tinuing operations in fiscal 2013 and is reported within Energy its order backlog was 54 billion at the end of the fiscal year

Orders by Business

Year endd Septnnrnber 30 Clrartqnn therein

in millionS of Cl 2013 2012 Actual Ad1nrstetl Currency Pot tfofro

Fossil Power Generation 10682 11116 4% 2% 2% 0%

Wind Power 6593 4932 34% 34% 2% 1%

OilGas 5801 5307 9% 9% 2% 2%

Power Transmission 5.700 5824 2% 0% 2% 0%

111105 ilirierice tninisla 1111 arC1 ncrinfnlro effects
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Revenue by Business

Ye ended Seprernhrn fO CI arrqe therein

Fir nHion5 off 2013 2012 AitudI Adpnsted nnerriy Por 1010

Fossil Power Generation 10239 11161 8% 7% 1% 0%

Wind Power 5174 5066 2% 4% 2% 1%

OiIGas 5152 5115 1% 0% 1% 2%

Power Trarrsniissiorr 6167 6593 6% 4% 2% 0%

FoiIrudinc erIv trjrihrt ii nrrh itfohrn effects

Profit and Profit margin by Business

or rrnlliorrs of

Yea ended Septeirrber 30

2013 2012

Fossd Power Generation 1693 1933

Wind Power 306 304

OilGas 433 218

Power Trarrsrnission 1561 302

Profit

Chrncre

12%

1%

99%

485

Profit margin

rear ended September 30

20122013

16.5% 17.3%

6.0%

8.4% 4.3%

2.5% .6%

Fossil Power Generation generated profit of 1.693 billion in

fiscal 2013 significantly below 1.933 billion in fiscal 2012 The

main drivers of the change were decline in revenue in the

solutions business and less favorable revenue mix particular

ly in the products business Both years included burdens on

profit In the current year the Division recorded 129 million in

Siemens 2014 charges year earlier charges of 152 million

related to the Olkiluoto project in Finland were partly offset by

an 87 million gain on the Divisions divestment of its joint

venture stake in OAO Power Machines Revenue was 8% lower

year-over-year resulting mainly from declining order intake for

turnkey projects On geographic basis revenue declined sig

nificantly in the Europe C.I.S Africa Middle East region Order

intake was down 4% as substantial decrease in Asia Austra

lia and moderate decline in the region Europe C.I.S Africa

Middle East were partially offset by significant increase in

the Americas

Profit at Wind Power was 306 million in fiscal 2013 nearly

unchanged from fiscal 2012 Both fiscal years included burdens

on profit In the current fiscal year the Division took the 94
million in charges mentioned above for inspecting and retro

fitting installed onshore turbine blades primarily in the U.S

year earlier profit was held back by 32 million provision

related to wind turbine component from an external supplier

and charge of 20 million related to capacity adjustment

Revenue was slightly higher than in the prior year as increases

in Europe C.I.S Africa Middle East and Asia Australia more

than compensated for sharp decline in the Americas The

sharp decline in the Americas was due to the onshore wind

farm business where the U.S is the largest national market for

Wind Power New projects in the U.S were halted or postponed

in the latter half of 2012 due to uncertainty regarding continu

ation of production tax incentives The resulting order gap led

to steep drop in fiscal 2013 revenue in the Americas com

pared to year earlier Order intake was up 34% year-over-year

due mainly to much higher volume from large orders which

included several large offshore wind-farms in Europe C.I.S

Africa Middle East

Profit at Oil Gas almost doubled year-over-year to 433 mil

lion due primarily to substantially lower charges related to ad

justments for long-term construction and service contracts

with customers in Iran In fiscal 2013 the Division recorded

46 million in these charges on Division profit in the first quar

ter as part of compliance with sanctions on Iran primarily on

its oil and gas industries enacted in October 2012 In fiscal

2012 the Division recorded charges totaling 275 million relat

ed to Iran mainly as result of revenue reduction of 282

million The Division also took 34 million in charges for the

Siemens 2014 program Revenue was slightly higher com

pared to the prior year on increases in Europe C.I.S Africa

Middle East and the Americas partially offset by decrease in

Asia Australia Order intake was up 9% as growth in Asia Aus

tralia and Europe C.I.S Africa Middle East more than offset

decline in the Americas
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Power Transmission sharply reduced its loss compared to fis

cal 2012 to 156 million despite 129 million in charges for

the Siemens 2014 program The major factor in the change

was lower project charges related mainly to grid connections

to offshore wind-farms which fell to 171 million from 570

million year earlier These charges were due to project de

lays resulting from regulatory complexity and the projects

challenging marine environment which required revised esti

mates of resources arid personnel Profit development was

held back by margin compression related to these projects

C.3.2.2 HEALTHCARE

and orders booked in prior periods with significant pricing

pressure Operational challenges strongly cut back profit in

the high-voltage products business Revenue for the Division

was down 6% year-over-year due to declines in Europe C.I.S

Africa Middle East and Asia Australia Orders came in 2% low

er compared to the prior year due in part to more selective

order intake On regional basis decline in Europe C.LS

Africa Middle East was partially offset by increases in other

regions The Division expects continuing challenges in com

ing quarters

Sector

Year errdr-d Septerrrlrer 30 Charrqe therein

crr rrcrflions ot 2013 2012 ALtual Adiccstecl
Cur

ericy
Portfolio

Profit 2048 1815 13%

Profit margin 15.0% 133%

Orders 13950 13806 1% 4% 3% 0%

Total revenue 13621 3642 0% 2% 3% 0%

External revenue 13.598 13600 0%

therein

Europe Cl Africa Middle East 4544 4593 1%
therein Germany 995 1056 6%

Amerkas 5631 5692 1%
Asia Australia 3422 3315 3%

The Healthcare Sector delivered 2.048 billion in profit in fis

cal 2013 up significantly from the prior-year level with all busi

nesses contributing to profit growth Results for the year were

positively influenced by lower charges associated with the Sec

tors Agenda 2013 initiative which declined to 84 million

from 184 million in fiscal 2012 Healthcare intends to main

tain the achievements of the initiative going forward includ

ing improvements in cost position and competitiveness In

particular expenses for research and development and selling

and general administrative expenses both declined compared

to fiscal 2012 Effective January 2013 results for Healthcare

included negative effects on profit from an excise tax on me di-

cal devices which was introduced in the U.S affecting most

businesses in the Sector

Profit at Diagnostics came in at 350 million compared to 314

million year earlier Profit development followed the pattern

of the Sector with regard to Agenda 2013 including lower

charges and improvements in cost position In particular the

charges fell to 35 million from 80 million in fiscal 2012 Pur

chase price allocation PPA effects related to past acquisitions

at Diagnostics were 169 million in fiscal 2013 year earlier

Diagnostics recorded 173 million in PPA effects

Revenue for Healthcare in fiscal 2013 was nearly unchanged

compared to fiscal 2012 while orders increased slightly year-

over-year On an organic basis both revenue and orders were

up On geographic basis revenue growth in Asia Australia

was offset by declines in the other regions Asia Australia and

the Americas drove order growth due to increases in China and

the U.S The book-to-bill ratio was 1.02 and Healthcares order

backlog was billion at the end of fiscal 2013

Revenue at Diagnostics declined 1% in fiscal 2013 from 3.969

billion to 3.942 billion and showed the same development

as the Sector with regard to the regions On comparable basis

revenue was up 2%
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C.3.2.3 INDUSTRY

Sector

iii ririllioris of

Industry Automation

Drive Technologies

Es hiding cues Ira uslalion iuid portfolio cite

207 Overall assessment of the economic position

209 Subsequent events

210 CS Sustainability

227 Report on expected developments and

associated material opportunities and risks

Year ended Septerrrtor 30 Yr Charrqe therein

Iii millions oft 2013 7012 Actual Adlusted Currency Portfolio

Profit 1478 2448 40%

Profit margin 8.0% 12.6%

Orders 18417 18962 3% 3% 1% 1%

Total revenoe 18586 19409 4/o 4% 1% 1%

External revenue 16943 17772 58

therein

Europe C/S.2 AfriCa Middle East 9261 9644 4%
thereirr Germany 4198 4464 611

Anretiras 3290 3484 6%
Asia Australia 4393 4644 5%

Fsciudirrq cuirrercy trri5Ftoiu on pitrtliIio effects OniiriioiiseltIr iii Iidepeiicleiit StOles

In fiscal 2013 profit at Industry fell sharply to 1478 billion signs of stabilizing towards the end of the period revenue de

impacted by 424 million in charges for the Siemens 2014 dined moderately year-over-year on broad-based decreases at

program primarily for improving the Sectors global footprint both Divisions and the metals technologies business Orders

and reducing costs associated with administrative processes for the Sector declined 3% year-over-year as reported growth

Profit development was held back also by lower revenue and on larger orders at the end of the year was more than offset by

less favorable business mix due mainly to continuing softness low order intake through most of fiscal 2013

in the Sectors short-cycle businesses In addition the Sector

took 100 million in charges for two large projects at its metals On geographic basis Industrys orders and revenue both

technologies business showed broad-based decline in all three reporting regions

The book-to-bill ratio was 0.99 and Industrys order backlog

The market environment for Industry through most of fiscal declined to 10 billion at the end of fiscal 2013

2013 was clearly more challenging than year earlier Despite

Orders by Business

Year ended Septeorlier Pu llrarrge therein

liii iniiliciiis nI 2013 20/2 Actual Adtustedi turtericy Portfolio

Industry Automation 8143 8524 4% 5% 1% 2ib

DriveTechna/ogies 9024 9395 4% 3ii 1% 0Rr

EocuUrrrct c.irrency translation

Revenue by Business

Yetr ended Si.prteitshr 30

2013 2012

8.194

9208

8463

Ar trjil

Clrarrqe

Adjusted

9640

3%
43s

3G
Currency

the ciii

Pctr ttcrlio

48
15 il

0%
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Profit and Profit margin by Business

Profit Profit margin

Yaar coded Septerirber 30 Year errded September 30

0mm rrrmllrorrs oI 203 2012 30 Change 2013 20/2

Industry Autornatiorr 1038 1316 21% 12.7% 15.6%

Drive Technologies 527 970 46Am 5.7% 10.1%

Profit at Industry Automation declined substantially year- from deferred revenue adjustments and inventory step-ups re

over year due in part to 114 million in charges for Siemens lated to LMS totaled an additional 43 million Both fiscal years

2014 Continuing softness in the Divisions short-cycle mar- under review included PPA effects from the acquisition of UGS

kets led to lower revenue year-over-year and reduced capacity Corp acquired in fiscal 2007 These effects were 147 million

utilization The Division took measures to improve its busi- in fiscal 2013 and 149 million year earlier

ness mix via ramp-down of certain low-margin activities in

cluding the solar inverter business In contrast the Divisions Profit at Drive Technologies in fiscal 2013 came in at 527 mu

industrial IT and software business contributed revenue arid lion sharp decline from the prior-year level The main impact

order growth year-over-year due in part to recent acquisitions was 243 million in charges for Siemens 2014 Profit develop-

including LMS Revenue for the Division overall came in 3% ment also included revenue-driven decline due to challeng

below the prior year on declines in the Americas arid Europe ing market conditions for the Divisions higher-margin

C.I.S Africa Middle East The Divisions moderate decline in short-cycle businesses and its offerings for renewable energy

orders year-over-year was evident in all three reporting re- On geographic basis both orders and revenue declined mod

gions led by clear decrease in the Americas erately on lower volume in all three reporting regions particu

larly including Asia Australia which showed clear decline

In addition the Division took PPA effects related to long-lived year-over-year

assets of LMS which totaled 33 million for the year Effects

C.3.2.4 INFRASTRUCTURE CITIES

Sector

Year coil md Seprmrnber 30 harrqe

mc mmli roes of 2013 2012 Arrua Adjrrsted Crir emily Por

Profit 306 1102 72%

Profit rnarqirr 1.7%

Orders 21894 17150 28% 28% 335 2%

lotal revenue 17879 17585 2% 1% 135 2%

External revenue 17128 16731

thereirr

Ermiape Africa Middle East 10482 10121 4%

tfremeirr Gerrrromry 2633 2880 9%
Arrrerkos 4283 4344 0%
Asia Australia 2363 2267 4%

Profit at Infrastructure Cities came in at 306 million in fis

cal 2013 down from 1.102 billion year earlier The biggest

factor in this decline year-over-year was 468 million in

Siemens 2014 charges taken primarily to improve the Sec

tors cost efficiency and regional footprint These charges led

to declines in profit at Power Grid Solutions Products and

Building Technologies which otherwise showed strong profit

performances Transportation Logistics took the largest part

of the Sectors Siemens 2014 charges Furthermore its profit

was impacted by project charges of 270 million related to

high-speed trains In the prior fiscal year charges related to

these matters were sharply lower at 86 million Transaction
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and integration costs related to its Invensys Rail acquisition

which closed in the third quarter of fiscal 2013 further im

pacted the Business profit year-over-year As result of the

above mentioned factors Transportation Logistics posted

loss in the current fiscal year compared to profit in the prior

fiscal year

Revenue was up 2% compared to the prior fiscal year as in

creases at Transportation Logistics and Power Grid Solu

tionsProducts more than offset slight decline at Building

Technologies Orders for the Sector rose substantially year

over-year This growth was driven by Transportation Logis

tics which recorded sharply higher volume from major or

ders compared to the prior fiscal year including 3.0 billion for

trains and maintenance in the U.K Orders for Power Grid Solu

tions Products were also higher year-over-year while orders

for Building Technologies came in near the prior-year level On

regional basis revenue rose in Europe C.I.S Africa Middle

East and in Asia Australia Regional order development was

similar but even more pronounced The large contract awards

mentioned above drove growth in Europe C.I.S Africa Middle

East Orders in Asia Australia were also up substantially On

book-to-bill ratio of 1.22 Infrastructure Cities order backlog

rose to 29 billion at the end of fiscal 2013

Orders by Business

Sea ended Supterrrbei 10 So Change therein

ii it JO illiorts of 2013 2012 Actual Adjusted Cur
enc5

Portfolio

TrarrsportationLogistics 10040 5382 87% 85% 5% 6%

Power Grid SolutionsB Products 6.392 6275 2% 4% 2% 0%

Building Technologies 5769 5809 1% 0% l% 0%

Exclridiricr cu erR tiuitslatiot anti uirrfoho effects

Revenue by Business

Artijal

6%

hr
rrqe

Acfjtisted

2%

3%

0%

Crtiieiicy

2%
2%
1Vu

tlici em

Pot bib

6/u

0%

0%

Fxcludriq reiicv tijiltid tin and pnittttiit effects

Profit and Profit margin by Business

Transportation Logistics posted loss of 448 million in

the current fiscal year compared to profit of 236 million

year earlier The two main factors for the change were sharply

higher project charges year-over-year which included the

above mentioned 270 million from delays for receiving certifi

cation for new high-speed trains in fiscal 2013 up from 86
million for these matters in the prior fiscal year and 267 mil

lion in charges related to Siemens 2014 The latter charges

include goodwill impairment of 46 million on the airport

logistics and postal automation business which Transporta

tionLogistics intends to sell Profit development for the fiscal

year was also held back by low margins associated with large

long-term contracts The acquisition of Invensys Rail during

the third quarter of fiscal 2013 resulted in 76 million in trans

action and integration costs for the fiscal year and PPA effects

of 23 million Revenue for the Business rose 6% while orders

were up 87% due primarily to sharply higher volume from

major orders year-over-year including the above-mentioned

3.0 billion order in the U.K Both revenue and order growth

benefited from the acquisition of Invensys Rail
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TransportationS Loqistics

Build/sq Technologies

em iirilliorrs of

Power Gtid Scilutions Ptoducts

rear ended Septersiber 30

2013 2012

6318

6102

5969

5754

6068

5820

Budding Technologies

Profit

Year curled September 31

let rrmillioirs of 2013 2012 liairqe

TransportationLogistics 448 236 na

Power Grid SolLitiorrsProdLicts 403 457 12/o

351 379 7%

Profit margin

Year eridmd ieptermiier fi

2013 2012

7.1%

6.6%

4.0%

6.1%

75%

6.5t0i



Profit at Power Grid Solutions Products came in at 403 mil

lion down from 457 million year earlier The decline was

due to 97 million in Siemens 2014w charges Revenue and or

ders increased slightly year-over-year On regional basis rev

enue was higher in Asia Australia and the Americas and de

clined slightly in Europe C.I.S Africa Middle East Orders rose

in Asia Australia and Europe C.I.S Africa Middle East only

partly offset by decline in the Americas

Profit at Building Technology declined to 351 million in fiscal

2013 from 379 million year earlier as the Division absorbed

100 million in Siemens 2014k charges in the current period

Selective order intake led to more favorable business mix

compared to the prior fiscal year particularly including Build

ing Technologies higher-margin product and service business

It also led to slight decline in revenue and orders year-over-

year On regional basis lower volume was due mainly to the

Americas

C.3.2.5 EQUITY INVESTMENTS

In fiscal 2013 Equity Investments recorded profit of 396

million compared to loss of 549 million year earlier This

improvement year-over-year was due mainly to sharply lower

loss related to our share in NSN which declined to 76 million

from 741 million year earlier In addition results related to

NSN in fiscal 2013 benefited from positive effect of 301 mil

lion stemming from partial reversal of fiscal 2009 impair

ment of our stake in NSN and gain of 76 million from the

sale of the NSN stake in the fourth quarter of fiscal 2013 The

equity investment loss related to our share in EN widened to

96 million in fiscal 2013 from loss of 23 million year earli

er The loss in the current period was due largely to additions

to Siemens net investment in EN which resulted in the recog

nition of previously unrecognized losses Profit at Equity Invest

ments in both fiscal years included equity investment income

related to our stake in BSH

C.3.2.6 FINANCIAL SERVICES SF5

Year ruled September Ott In
in tumilhons ol 2013 202

Income before income toxes 409 479 143

Total assets 18661 17405 7th

Profit defined as income before income taxes at SFS came in

at 409 million compared to 479 million in the prior-year

period which benefited from 78 million gain on the sale of

portion of SFSs stake in Bangalore International Airport Limit

ed SFS continued to successfully execute its growth strategy

and higher total assets year-over-year helped generate higher

interest result compared to the prior-year The current period

was affected by burdens including 52 million impairment of

SFSs equity stake in power plant project in the U.S

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 12

million in fiscal 2013 compared to loss of 29 million in fiscal

2012

Siemens Real Estate SRE
Income before income taxes at SItE was 171 million in fiscal

2013 compared to 115 million in fiscal 2012 This increase

was due in part to higher income related to the disposal of real

estate

Corporate items and pensions

Corporate items and pensions reported loss of 839 million

in fiscal 2013 compared to loss of 668 million in fiscal 2012

The loss at Corporate items was 419 million compared to

loss of 261 million in fiscal 2012 which included positive

effects related to legal and regulatory matters Centrally carried

pension expense totaled 420 million in fiscal 2013 compared

to 407 million in fiscal 2012

Eliminations Corporate Treasury

and other reconciling items

Income before income taxes from Eliminations Corporate

Treasury and other reconciling items was negative 70 mil

lion in fiscal 2013 compared to positive 23 million in the

same period year earlier The change year-over-year
included

lower results from Corporate Treasury activities due mainly to

lower interest income from liquidity compared to the prior-year

period
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C.3.3 Reconciliation to adjusted EBIIDA continuing operations

The following table gives additional information on topics in

cluded in Profit and Income before income taxes and provides

reconciliation to adjusted EBITDA based on continuing opera

tions We report adjusted EBIT and adjusted EBITDA as perfor

mance 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.12 NOTES AND FORWARD-

LOOKING STATEMENTS

For the fiscal years ended September 30 2013 and 2012

Proliti hicome loss horn

investments iicountecl

for usi sq the equity

inellrod net5

in mill ions of 2013 202 2013 2012

Sectors

Energy Sector 1955 1901 39 22

therein Fossil Power Generation 1693 1933 32 41

Wind Power 306 304

OilGas 433 218

Power Transmission 156 302 20 25

Healthcare Sector 2048 1815

thereIn DiagnostIcs 350 314

Industry Sector 1478 2448 11

theretrt Industry ALltorqtation 1038 1316

Drive Tecltnoloqies
527 970 10

lnfrastructureCities Sector 306 1102 26 25

therein Transportation Logistics 448 236 18 15

Power Grid SolutionsProducts 403 457

Building Technologies 351 379

Total Sectors 5788 7266 10 66

Equity Investments 396 549 372 568

Financial Services SFS 409 479 85 168

Reconciliation to Consolidated Financial Statements

Centraly managed portfolio activities 12 29 69

Siemens Real Estate SRE 171 115

Corporate items and pensions 839 668

Eliminations Corporate Treasury atsd other
reconciling

itetoss 70 23

Siemens 5843 6636 510 333

Unfit of the Spitersa well of Emits livnstnierrts arid

erti arlo esriireC pttrttolrointrvrtes eirrtirrus liTton

frraricrrrct coolest iirt-r-rt
ierrsriirr

ri5tr dliii irrcOnsr

lasso etat other liTers nor considered perfcirrirortce

mdrcatrce by Marraflrrnent rna be esclsaied Profit of

5Th ails STE
is

Incorirs deSire iitcoere taxes Pistil of

liii orb irrirn colt .rairrc iper troris befor

Hi Tube tirni liHdtrs orrc.liafleri ot lntrrire friirii

Ontrrflh Ill urfrerjtror ii sore air iniie trtcti Net ii

050 see -- Dl CONSOLIDATED STATEMENTS OF INCOME

irrcirrrles 1fraroerrts ard reversa1s of Iii.frlrrrrii its it

i-resrnrentc sob ncrrtert ii iOar1 the r-rii rh Ha thor

tiotriries ire pairur ient of riorricr islet ivSliifife tor site

in asset or Srerrreri rirrrrr rat rrrccirn us

perbse Out rrrrftrrces Interest rrr rune ieuusi in

perrses and Other tbiancia irrcocrie iestteusesr iriai as

reported irr thai rsoudateil Stateruretta frrrrnre
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173 5328 6796 8.215 9613

Adjr.sterr Cliii is irirrrirle run Orpriiirq orerarlorrs
hefrie Arrrriitrzrt-err rid ar arrrielits el if reversals

erie rorv -is
icr iv yin repensest ret and of otarr5hle set iientirii uvorlwill

Iiironiie Inns lion rnvestiilelits Cinirireni for using the

yr ity nretlrnnl net

Depreciatiorl nnd inlpairrlrents of propel ti lii di

eqLiipriieitt net reversals iiir hides impirrlieoD
yr

tjroniwirl of 470 millroir un ther went rvrrrol a-rn 485

rrnrfrorr in the prior-year period renfrer tidy

245 10 Compensation Report Corporate Governance 246 11 Siemens AG Discussion on basis of

statement pursuant to Section 289a of the German Commercial Code

German Commercial Code Takeover-relevant 250 C.12 Notes and forward-looking statements

information and explanatory report

253 Lh Consolidated Financial Statements

357 Additional Information

191

F- irnnirncial irlcorne Adjusted
Anrortical ornr Depreciation arnd Adjusted EBII PA Adjusted II FDA rnrargrnr

expenses ret rrnpdnrnrents of properly

plain nrd eqrripr rein

and goodwill5

2013 2017 2013 2012 2013 2012 2013 2012 2013 2012 2013 2012

27 44 2022 1835 132 97 478 537 2631 2470 8.9%

13 67 1674 1825 19 21 143 142 1835 1988

320 303 32 27 103 100 454 430

436 222 49 38 79 71 564 330

10 20 167 308 13 11 114 109 39 187

18 2059 1804 314 377 323 349 2696 2530 19.8% 18.5%

27 377 305 196 232 211 226 784 763

17 14 1499 2452 303 253 354 300 2156 3005 11.6% 15.5%

1041 1323 240 195 123 114 1404 1631

11 542 966 56 48 219 172 817 1187

29 278 1048 154 112 226 165 657 1324 3.7% 7.5%

16 459 236 39

352

60

401 452 57 39 78 71

381 58

61 5858 7139 902 1339

13 99 46 321

17

60

389 385 64 73

12

46

536

296

47

562

456

1.381 1350

488

8141 9329

225

17

264

80 36 76 31

110 112 281 227 313 325 595 553

249 305 590 363 17 16 74 51 499 296

30 137 94 109 34 41 128 151

12

166 197

927 367 1960 1950



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 ap

plicable laws and internal guidelines and regulations It in

cludes the following activities

C.4.11 LIQUIDITY MANAGEMENT

Our principal source of financing is cash inflows from operat

ing activities Corporate Treasury generally manages cash and

cash equivalents for Siemens and has primary responsibility

for raising funds in the capital markets for Siemens through

various debt products with the exception of countries with

conflicting capital market controls The relevant consolidated

subsidiaries in these countries obtain financing primarily from

local banks Siemens follows prudent borrowing policy that

is aimed towards balanced financing portfolio diversified

maturity profile and comfortable liquidity cushion As of Sep

tember 30 2013 Siemens held 9.190 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 fund

ing options available in the capital markets trends in the avail

ability of funds and the cost of such funding very closely in or

der to evaluate 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 in -3 D.6 NOTES TO CONSOLIDATED 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 transparen

cy through high level of standardization and continuous

advancement of payment processes Where permissible the

execution of intercompany and third party payments is effect

ed centrally through group-wide tools with central controls to

ensure compliance with internal and external guidelines and

requirements To ensure efficient management of Siemens

funds Corporate Treasury has established central cash man

agement approach to the extent legally and economically fea

sible funds are pooled and managed centrally by Corporate

Treasury Conversely funding needs within Siemens are cov

ered centrally by Corporate Treasury via intercompany current

accounts and or loans where legally and economically feasthle

C.41.3 FINANCIAL RISK MANAGEMENT

Investments of cash and cash equivalents are subject to credit

requirements and counterparty limits Corporate Treasury

pools and centrally manages Siemens interest rate certain

commodity and currency risk exposures and uses financial de

rivative instruments in transactions with external financial in

stitutions to offset such concentrated exposures Especially

since the beginning of the global financial market crisis

Siemens monitors counterparty risk in its financial assets and

financial derivative instruments very closely For more detailed

information about financial risk management at Siemens see

NOTE 32 in --3 D.6 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

C.4.1.4 MANAGEMENT
OF POST-EMPLOYMENT BENEFITS

Our funding policy for post-employment-benefits is part of our

overall commitment to sound financial management which

includes continuous analysis of the structure of our pension

liabilities For more detailed information about our pension

plan funding see --3 C.4.6.4 POST-EMPLOYMENT BENEFITS

C.4.1.5 CAPITAL STRUCTURE MANAGEMENT
To effectively manage its capital structure we seek to maintain

ready access to the capital markets through various debt prod

ucts and to preserve its ability to repay and service its debt

obligations over time For further information on capital struc

ture management see -3 C.4.2 CAPITAL STRUCTURE
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C.4.2 Capital structure

As of September 30 2013 and 2012 our capital structure was as

follows

September 30 lb Chanrie

In rrrlirons of 2013 2012

Total equity attributable to

shareholders of Siemens AG 28111 30855 9fls

As percentage of total capital
58% 60%

Short-term debt and current

maturities of long-term debt 1.944 3826

Long-teim debt 18509 16880

Total debt 20453 20707 131

As percentage of total capital 42% 40%

Total capital

total equity and total debt 48564 51561 634

For information on changes in equity and debt see C.5 NET

ASSETS POSITION

We believe that sustainable revenue and profit development

can be achieved only on the basis of healthy capital struc

ture key consideration of our capital structure management

is to maintain ready access to the capital markets through

various debt products and to preserve 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 divided by the item Adjusted

EB1TDA continuing operations This financial performance

measure indicates the approximate amount of time in years

that would be needed to pay off Adjusted industrial net debt

through continuing income without taking into account inter

est taxes depreciation and amortization

We calculate the item Adjusted industrial net debt as set forth

in the table below For further information on the calculation

of Adjusted EBITDA continuing operations see -3 C.3.3 RECON

CILIATION TO ADJUSTED EBITDA CONTINUING OPERATIONS

lice tern Short-ter or debt and current maturities of birdterm debt us well as the

tern orrg-Ierro debt rrcluded in total fan caine ltedge accourttcng adjustrrienls of

0217 rnlhun and 11611 nritluec for the fiscal year
ended Septerrrber 3020 land

2012 respectively

The ud1uvtrnermt considers tfrat both Moodys and SP view 545 as vytive trance

nlrrpans rhese ratlrly mercies generally er ogncze
and arc ept higher levels

of deftt atttihntahie to captine finance sribsiniarres in deternlrnins credit atrvqs

Folboy
rrrq

this cocci ept we eeclude SF5 Debt ir or den to derive air adtccsmed rolustrial

ret rlrltt whir firs tint affected by SF55 firancrrrr1 activitres

To reflect Scrrrrcerrs tcrta1 lrermnrr.r irahirtv ad1nsted rnrdrrstrral net tin rrt rrccluden liii

tent tnst-ecrtyloyrnerrt Iteretcis as presented rn --p 03 CONSoLIDATED STATEMENTS

OF FINANCIAL POSITION

lire adjlnstnrevt fur nrc lryfrrrrl frorrd corrsrrlers the calctrlatiorr at this rr nab

01cr applied by rating agencies to classify 50s crr our lnylrrrrf
rood as equity and

50 as debt lilcs assivrrneerrt reflects tire lraracterrstrcsof var HAir cr1 Lrorrrl sitS

at lrrnq natvvty date arrd ccrhordniatvrn In all senrrcrc drill debt oblrgatccrrs

DeLit generally epcrr
ret wrtir cal re mepreser rtirrg apprcrsi nrcately tire arccrccrrr

to he retracd Howevem for rtern desgrlatenl irn ltecJqcnrq cIa trncnsirr1r lair alre

bred yes thrs mirrert is adji isle by clrarmves in rrrarket valve
rnraicrly

dccc tv clnurrcles

rd urterest rates Ar nrtungbe we dectlrct these changes irr mrrcrrket var ice cr triter

to cnn1 up with arr aecnrrr it
ri deirt tirat approximately will ire repacd We ccl levi tr irs

rrrcrre crnealrlrcvfvl frgorre for the calcvlatrcrcc ptesertted above Fm further icrior

rmnatrorr rirrr fail sa lire hedges see NOTE 31 rrr -3 NOTES TO CONSOLIDATED

FINANCIAL STATEMENPS

246 cii Siemens ACI Discussion on basis of

German Commercial Code
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Septenrnher 30

hr nirlliotis of 2013 2012

Short-term debt and current maturities

of long-term debtt 1944 3826

Plus Long-term debt 18509 16880

Less Cash and cash equivalents 9190 10891

Less Current available-for-sale financial assets 601 524

Net debt 10663 9292

Less SF5 Debtt 15600 14558

Plus Post-employment benefits3 9265 9801

Plus Credit guarantees 622 326

Less 50rdr nominal amount hybrid bond4 899 920

Less Fair value hedge accountitig acljitstment5 1247 1670

Adjusted industrial net debt 2805 2271

Adjusted EBITDA continuing operations 8215

Adjusted industrial net debtadjusted EBITDA

continuing operations

9613

0.34 0.24

245 Cl Compensation Report Corporate Governance

statement pursuant to Section 289a of the

German Commercial Code Takeover-relevant

information and explanatory report



SFS capital structure differs from the capital structure for our

industrial business because SFS business is capital-intensive

and requires larger amounts of debt to finance its operations

in particular to finance its asset growth strategy The following

table provides information on the capital structure of SFS as of

September 30 2013 and 2012

eptemher 30

in nOtions of 43 2013 2W

Allocated equity 1.938 1790

SF5 Debt 15600 14558

Debt to equity
ratio 8.05 8.t3

For purposes of measuring capital efficiency at SFS equity

capital is allocated to SFS Allocated equity capital differs from

book capital as it is malnly determined and influenced by the

size and quality of its portfolio of commercial finance assets

project and structured finance assets primarily loans and leas

es and equity investments This allocation is designed to cov

er the risks of the underlying business The actual risk of the

SFS portfolio is evaluated and controlled on regular basis

The allocated equity is calculated quarterly

In August 2012 we announced that we would adjust our capi

tal structure through share buybacks amounting to up to

billion by December 30 2012 In fiscal 2012 we repurchased

23202500 treasury shares at weighted average share price

of 76.14 At the beginning of fiscal 2013 we repurchased fur

ther 14746786 treasury shares at weighted average price of

78.14 and completed this share buyback program in Novem

ber 2012 In addition in fiscal 2013 we repurchased as many

treasury shares as necessary to keep the number of treasury

shares at set level until the effective date of the spin-off of

05MM and fulfilled commitments for share-based compensa

tion through treasury shares

In November 2013 we announced new share buyback pro

gram We intend to repurchase shares of up to billion in

volume within the next up to 24 months The program will

support our continued approach toward our capital structure

target The shares repurchased may be used for the purposes

of cancellation and reduction of capital stock issuances to

employees board members of affiliated companies and mem
bers of the Managing Board as well as to meet obligations

arising under and in connection with convertible bonds and

warrant bonds

In fiscal 2014 we may again fuffill commitments for share-

based compensation through treasury shares For additional

information with respect to treasury shares see NOTE 33 in

-- 0.6 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

C.4.3 Credit rating

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 and our competitive

market position Our current corporate credit ratings from

Moodys Investors Service Moodys and StandardPoors

Ratings Services SP are noted as follows

Moochs

Lonqterm debt Aa3 As

Short-term debt P-I A-1

On May 14 2013 Moodys changed its outlook for Siemens

credit rating from stable to negative stating that despite the

groups substantial cost reduction initiatives we expect its prof

itability cash flow generation and capital structure to be weaker

than anticipated in 2013 and 2014 rating outlook is an opin

ion regarding the likely direction of an issuers long-term credit

rating over the medium-term Rating outlooks of Moodys fall

into the following six categories positive negative stable

developing ratings under review or no outlook

At the same time Moodys affirmed our Aa3 long-term and

our P-i short-term credit ratings The classification Aa is the

second highest category within Moodys long-term credit rat

ing scale The numerical modifier indicates ranking in the

lower end of that category The classification P-i is the high

est available rating in the prime rating system of Moodys

which assesses issuers ability to honor senior financial obliga

tions and contracts It applies to senior unsecured obligations

with an original maturity of less than one year

SP made no rating changes in fiscal 2013 SPs long-term

credit rating for Siemens is and the rating outlook is sta

ble Within SPs long-term credit rating scale is the

third-highest long-term rating category The modifier indi

cates that our long-term debt ranks in the upper end of the

category Rating outlooks of SP fall into the following four

categories positive negative stable or developing SPs
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short term ating is Ala which is the highest rating within

SPs short term rati ig scale

The Set unties and Exchange Commission granted M000ys

and SP the status of nationally recognized statistical rating

organizations NRSROs Siemens does not have any agrse

ments with other nationally recognized statistical rating orn

nirations to provide long term and shortterm credit ratings

We believe that oui high credit rating for our long-tenn debt

applied by Moodys and SP allows us to raise funds in ac

capital markets with attractive conditions or to obtain flexiLle

financing from banks high credit rating generally leads to

lower credit spreads and therefore our rating also positivi ly

affects our funding costs We expect no significant impact on

our funding costs as consequence of the changed rating

outlook by Moodys

Security ratings are not recommendation to buy sell or hr ld

securities Credit ratings may be subject to revision or with

drawal by the rating agencies at any time and each rati ig

should be evaluated independently of any other rating

Due to tight control of capital expenditures additions to intan

gible assets and pro5erty plant and equipment from contir

lug operations decreased from 2195 billion in the prior ycar

to 1869 billion in fiscal 2013 Within the Sectors in fiscal 2013

we directed significant portions of 1350 billion of our addi

lions to intangible assets and property plant and equipment to

investments for technological innovations extending our

pacifies for designing Iflanufan turing arid marketing nr

solutions arid for the necessary replacements of these fixad

assets The majority of the additions in fiscal 2013 took place iii

the focus areas of investing activities described below whLh

will basically continue to be the focus areas regarding the ii

vesting activities of the Sectors in fiscal 2014 The remaini ag

portion in fiscal 2013 519 million related mainly to SR.E ad

its responsibility or uniform and comprehensive management

of Company real estae worldwide

Energys additions include investments mainly in improvi ag

the Sectors global footprint to secure organic growth id

cotnpellttvRness by rnpruvmng its cost position arid stren9lh

cuing technological innovations These investments incluie

further spending in the extension of capacities and facilities

especially for the technology driven wind power market par

ticulamly in northern Europe

Healthcares investments are mainly driven by the medical im

aging and therapy systems and laboratory diagnostics busi

nesses Large parts of the additions are related to intangible

assets such as licenses as well as developing and imnplernenfi

ing software and IT solutions

Industry spends large portion of its additions to intangible

assets particularly software and property plant and equip

merit for additional capacities for innovative products for opti

inization of its global footprint arid for the replacement of

these fixed assets

Infrastructure Cities spends large amounts of its additions to

intangible assets and property plant and equipment for invesfi

ments in innovations at the Power Grid Solutions Products

Business particularly including the Low and Medium Voltage

Division and at the Building Technologies Division The Sector

also invests significant amounts in the replacement and cx

pansion of technical equipment in order to improve productivi

ty and its position in growing market segments particularly at

the Transportation Logistics Business

The changes of additions to intangible assets and property

plant and equipnient from fiscal 2012 to 2013 were as follows

For information with respect to acquisitions of businesses see

In
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he following discussion presents an analysis ol our cash

flows from operating investing and finariuiug artnvntit fur ifs

cal 2013 rind 2012 for both continuing and discontinued opera

trons Discontinued operations include primarily OSRAM and

Siemens ft Solutions md Services which were classified as

discontinued operiticns dursng the second quarter of fiscal

2011 and the Water technologies Business Unit which was

classified as discontrrued operations during the fourth quarter

of fiscal 2013 Siemens ft Solutions and Services was sold to

AtoS in the fourth quarter of fiscal 2011 In July 2013 Siemens

successfully completed its spin off and listing of OS1IAM

The cash flows from operating activities are presented using

the indirect method ic cash flows are determined by adjust

ing net income by using reconciliation considering the

effects of non cash items changes during the period in assets

and liabilities particularly in operating net working capital

and all other items for which cash effects are rnv sting or

financing activities ash flows from investing arid fmaricing

activities are determi ied on the basis of the direct method

whereby major classes of cash flows are disclosed

We rsport Free cash frow as supplenisrital liquidity Inlrdsuiu

which is defined as cash flows froni operating activities less

ash used for additions to rritai gible assets and opeity plant

and equipment We believe that positive Free cash flow cci

ables us to maintain healthy capital structure arid that the

presentation of Free cash flow also provides useful iriforinatior

to investors because it gives an indication of thi long term

cash gene iating ability of our business arid of our ability to pay

fir discretionary and non discretionary expenditures not mnclud

ed in the iii asure such as divide da de repayment as gum

sitions We also usc lice cash flow tc eompanr rash generat

among hr segments of our business nec ash flow sh uld rio

be onsiduiel ma io1iun or as altenr live to nc asurc of

mash Bow calculated in accordance with lFRS For fur thin mini

maticin about the usefulur ss and limitation of thm nieasc rc

si

ontrrir rag op ra

nons provided cash for ups ratinic rctwrties of billie rim

fiscal lOla compared to cash proridi of 6121 billion mr Fr

prior year period in both periods thc naior co uponc nit of

cash inflows was incomE from mntmnruing openatmons whir Ii

was 212 billion mci fiscal 2013 unapanc ci to 64 billro ii

fiscal 201 Included then wn is air ontiiation deprecistrir

and impairments of 888 billion iris 818 bill on ii fiscal

2013 and frcal 2012 nespe tivcly build up ci open itmn net

working ipital led to cash ott low of billion ir fiscal

2011 compared to ash outflow of billion in tme prr

or year In both periods the irrcnea in perating net worfuij

capital was due mainly to dir ie ise in billings xcc of

costs arid Estimated earnings in roint leted ontracts id

related ac vances primniarily in th riergy Ss sir is at 013

benefited from positive cash flow effects latmntq to ti cli rope

of ottie asoeto uric liubi in5 din9 the na of fin 01

rid related Liabilities romp irecl dccrc5 sc in II run year

Fiscal 2013 included cish wtflows of approximately 01 oil

hon corresponding to ci arqes to mneo iie taken for hc

Siemens 2014 proqram for con ir sum fiscal 012 icludo

cash outflows of approxmriatel billion related to

valuation of Healthr particle th rally uines for germ sal

patient treatniemit as well ms Flealthcancs Agenda 011

trve Both fiscal yea sine uded in ot received of tin

1%
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Discontinued operations provided cash of 214 million in fiscal

2013 compared to cash inflows of 188 million in the prior

year In both periods cash inflows related primarily to OSRAM

Cash used in investi ig

activities fo continuing operations amounted to 4836 huh fl

in fiscal 2013 compared to cash used of 5029 billion in tie

prior year period Acquisitions of businesses net of cash ac

quired totaled 2.80 billion in the current period including

preliminary purchase price payment excluding cash acquirc

of 987 billion for Infrastructure Cities acquisition of Invcn

sys Rail anc 670 million for Industrys acquisition of LMS

teniatiorial NV SF5 continued to successfully execute its ast et

growth strategy arid cash outflows for the change in iecev

ables from financing activities amounted to 2175 billion id

2087 billion in fiscal 2013 and 2012 respectively The pc or

year included acquisitions of businesses net of cash acquirE

totaling 1295 billion including among others the acquisitian

of the Connectors and Measurements Division of Expro Ho

ings UK ttd In fiscal 2013 cash inflows of 2463 billion br

the disposc of investments intangibles arid property plant

and equipn ent included proceeds of 1.7 billion relating to tie

sale of our 50% stake in NSN and billion relating to vi

sale of our AtoS convertible bonds For comparison cash

flows of 753 million in the prior year included proceeds frcm

the sale of our interest in DAD Power Machines Due to tic ht

contiol of capital expenditures particularly within the Secto

additions to intangible assets and property plant and equ

ment from continuing operations decreased from 2195 Nl

lion in the prior year to 1869 billion in fiscal 2013

Discontinued operations used cash of 240 million in fiscal

2013 cornpaied to cash used of 656 million in the prior year

when cash outflows related to Siemens IT Solutions and Sr

vices included payments of mid triple digit million em no

amount

from continuing operations increased to 25/

billion in fiscal 2013 from 4727 billion year earlier reflecti ag

higher conversion cit income into cash year over year Thc

crease of Free cash flow year over year was due to higher cash

inflows frorir operating activities and lower additions to mU

gible assets and property plant and equipment as discussed

above

On sequential basis Free cash flow during fiscal 2013 id

fiscal 2012 developed as follows

Continuing opera

tions used cash for financing activities of 3422 billion in fis

cal 2013 compared to cash used of 3523 billion in the same

period year earlier As desmribed in

the current period included proceeds from the issu

ance of long term debt of 3772 billion related to the bonds

issued and term loans taken These cash inflows were more

than offset by the repayment of long4erm debt of 2927 billion

related mainly to the redemption of 2.0 billion fixed rate in

strurnents and US$1.0 billion floating rate term loan arid by

the cash outflows for the purchase of treasury shares totaling

1394 billion The purchase of treasury shares was made pri

manly under Siemens share buyback program which was

completed in November 2012 For comparison prior year pro

ceeds from the issuance of longterm debt were 113 billion

including the issuance of US$3 billion bonds with warrant

units as well as the issuance of billion and 1.0 billion in

fixedrate instruments in four tranches These cash inflows

were largely offset by the repayment of long term debt of

3218 billion in the prior year for the redennption of 1.55 bil

lion 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 and by the cash outflows for the

purchase of treasury shares totaling 721 billion Both pen

ods included cash outflows for dividends paid to shareholders

of Siemens AG which were 2528 billion for fiscal 2012 in

fiscal 2013 compared to 2629 billion in fiscal 2012 for fiscal

2011 In fiscal 2013 we recorded cash inflows of 298 million

for financir of discontinued operations compared to cash

outflows of 506 million year earlier Discontinued opera

tions are financed generally from Corporate Treasury How

ever fiscal 2013 included an external term loan in the amount

of 300 mnil 10mm which was dnawn by OSRAM near the effective

date of its spin off
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Our consist of variey of short and long

teiii1 finicril natturrents inclading but not limited tc loans

from financial institutions commercial paper notes and

bonds and credit facilities in addition to cash and cash oqurv

dents and available for sale financial assets liquid resources

consist of future cash flows from operating activitces

Our include among others sched

uled debt service regular capital spending ongoing cash

requirements troni opeiating and SIS financir activities

including cash outflcws relatd to the growth strategy of

SF5 dividend payments pension plan funding portfolio ac

tivitres and cash outflows ii connection with Siemens

2014 company wide program aimed at improving profit

ability in the Sectors

C46i DEBT AND CREDT FACflJTIES

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

rnanLrl Pusitiou refers the liquid finaicral

assets we had availabl at the respective ends of the reporting

periods to fund our business operations arid pay for near terIn

obligations Total liquidity comprises Cash and cash cquiva

lcnts as well as current Available for sale financial assets as

stated on the Consolidated Statements of inancial Position

results from Iota debt lea total liqurdi Manaqe

merit uses the Net debt mrasurc for nlemnal finan ranaqc

ment as 11 as br external co nrriunrcauon with rrivestol0

analysts rd ra0rng ag ii is and ic0cdrrqly behcvc tha

presentation of Nd di bt useful for those oric emneo Net

debt should riot however consid red ii isolation or air

alternatrvc to short term debt and long term debt is prcserrted

in accordance witi 1FRS For further informal mom about thc

usefulness mcvi limitations of Net dcli se

The changes in Net debt from ha il l2 013 ray alsi bc

presented as follows
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We have US$9.0 billion 6.7

billion global mu1ti currency commercial paper program in

place which includes the ability io issue US$ denominated

tendible notes In fiscal 2013 we issued commercial paper in

varying amounts to fund our ongoing short term capital

quirements Our issuances of commercial paper typically have

maturity of less than 90 days As of September 30 2013 we

had no commercial paper outstanding All commercial pa or

issued in fiscal 2013 was completely repaid within the year

We have program for the issuancE of

debt instruments debt issuance program of 15.0 billion in

place which we update on regular basis The last update was

made in May 2013 Under this program we issued the follow

ing instruments

hi June 2013 we issued US$400 million in floating rate

strurnents due in une 2020 private placement

In March 2013 we ssued 25 billion and US$500 million in

fixedrate instruments in three tranches comprising 1.25

billion in 1.75% instruments due in March 2021 1.0 liii

lion in 2.815% pa instruments due in March 2028

US$500 million in l% instruments due in March 2013

Also in March 2013 we issued US$100 million in 35% pa
tixed rate instruments due in March 2028 private place

mont
In September 2012 we issued billion and billion in

fixed rate instruments in four tranches comprising 430

million in 575% instruments due in September 20

1.0 billion in Itfi p.a instruments due in March 2020

350 million in 7SF instruments due in September

2025 and 650 million in 3.75% pa instruments due in Sep

temnber 2042

In February 2012 we issued US$400 million in floatinqoate

instruments three months London Interhank Offered Rate

LIBOR 1.4% p.o due in February 2019 private place

merit

In February 2009 we issued 4.0 billion in fixed rate inst

merits in two trar aches comprising billion in 4123%

instruments matured arid redeemed at face value in

February 2013 billion in 5.125% p.a instruments due in

February 2017

In June 2008 we issued 3.4 billion in fixed rate inst

ments in three trar ches comprising 1.2 billion inS 25% p.o

instruments matured and redeemed at face value in Dec rn

ber 2011 billion in 5.375 instruments due iii June

2014 and 1.2 billion in 5.625% p.a instruments due in June

2018 In August 2008 we increased two of the three tranches

of the 3.4 billion fixed rate instruments by 750 million

comprising 350 million in 5.25% pa instruments matured

and redeemed at face value in December 2011 arid 400 maul

lion in 5.625% pa instruments due in June 2018

In March 2006 we issued US$1.0 billion in instruments in

two tranches comprising US$500 million in floating rate

instruments three months LIBOR 0.15% p.a matured and

redeemed at face value in March 2012 and US$500 million in

625% p.s fixed rate instruments due in March 2016

The nominal amount outstanding under the debt issuance

program was 10 billion as of September 30 2013

In February 2012 Siemens issued US$ fixedrate bonds with

warrant units in an aggregate principal amount of US$3.0 hO

lion rim two tranches comprising US$1.5 billion in 1.05%

pa instruments due in August 2017 and US$1.5 billion in

1.65% p.a instruments due in August 2019 Each of the US$1.5

billion bonds were issued with 6000 detachable warrants The

warrants exercise price was fixed in Euro The warrants were

classified as equity instruments with fair value of 126 mil

lion at issuance presented in capital reserves in line item Other

changes in equity The warrants entitle the holders at their op

tion to receive 1806.149o Siernmens AG slmates per wammant at en

exercise price per share of 1040018 during the exercise period

for bond and bond which mature in August 2017 and Au

gust 2019 respectively After the spin off of OSSAM in fiscal

2013 the warrants entitle the holders to obtain OSRAM shares

in addition to Siemens shares Accordingly the warrants no Ion

ger qualify as equity instruments since the approval of the spin

off in January 2013 and the warrants fair value of 163 million

was reclassified from line item Capital reserves to non current

other financial liabilities The warrants result in option rights

relating to total of 21.7 million Siemens AG shares The equiva

lent amount of these bonds excluding warrant units outstand

ing was billion as of September 30 2013

In September 2006 we issued subordinated fixed rate hybrid

bond in two tranches comprising 900 million in 25% p.s

instruments arid 750 million in 6.125% pa instruments both

tranches with final legal maturity in September 2066 The

Company has call option after term years or thereafter If the

instruments are not called both tmanches will become float

ing rate instruments according to the conditions of the bond

The total mmuiniiial amount of our hybrid band was 1.8 billion

as of September 30 2013
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In August 2006 we issued US$5.0 billion medium term noles

in four tranches comprising US$150 million in floating rate

instruments three months LIBOR 005% matured and

redeemed at face value in August O09 US$750 mi1hen inS 5%

fixed rate instruments matured and redeemed at face val

ue in february 2012 US$1 750 billion in 75% fixed rate

instruments due in October 2016 and US$1 750 billion in

125% p.a fixed rate istruments due in August 2026 We may

redeem at any tune all or some of the fixed rate instruments

at the early redemption amount call according to the condi

lions of the ii struments The nominal amount of these US

medium term notes outstanding was billion as of Septern

her 30 2013

In March 2013 we signed and fully drew two bilateral

US$500 million floating rate term loans three months

LIBOR 0.79% pa Both locus are due in March 2018 and

include options for iwo one year extensions The nommal

arnoun outstanding was billion as of September 30

2013

In June 2008 we issued four tranches of assignable loarcs

with an aggregate amnou it of billion 370 million in

floating rate instruments six months Europem Interbank

Offered Rate FURPOR 0.35 and 113 million ia

283% pa fixed rate instruments both matu.ed in June

2013 and 283.5 million in floating rate instiuments six

months LURIBOR 0.7% arid 333 million in 435

fixed rate instruments both maturing in June 2015

Both flnatincJrate instruments were called in August 2011

arid redeemed at face value in December 2011 In June 2013

we redeemed at face valu the 1135 million ir 5283Yo

fixed rate instruments

We have three credit facilities at oui dis

posal for general corporate purposes Our credit facilities as of

September 30 2013 consisted of 6.7 billion in committed

unused lines of credit These facilities included

US$3 billion undrawni synclic ated multi currency revolv

mg credit facility provided by syndicate of ternatiorial

banks with five year tenor and twc onnyeax extension

options which was signe liii September 2013 It replaced

US$4 billion syndicated multi currency crdmt facility

which expired in August 2011 The US$4 billion facility

comprised USS1 bmlhoni floating rate term lo in three

months LIBOR 40 iSa whii.h was drawn in Jar uary

2007 and redeemed at face value mc August 201 as well

as an uridrawn US$3 ilhon mm volvmnc ranc lie

4.0 blhon undrawi sndi hr1 lti urreu in cclv

credit facility pnovmded by sylidicate of nternatmor ii inks

with five year teno arid two cc yen extmnsm opt on

which was signed mm April 20 In lebiuary 2013 we

tended tim facility by one year nut April 2018 Inc once

year extension option still remamnmng

450 irmmllmon bilateral un mawr ovolvmmig credit far lily prc

vided by domnesti bank expired in mptemnhe 20c3 lbs

credit
facility

has been mtendeo to Splenmbem 114

The catunmty profile of time loans cote and bond sc bed

above is presented below
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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 issuane

programs nor our credit facilities cuiltaiu specific financial CcV

en ants such as rating triggers or interest coverage leverage or

capitalization ratios that could trigger remedies such as accel

eration of rcpayment or additional collateral

We mitigate the risk esulting from changes in the fair value of

future changes relating to our loans notes and bonds by using

derivative financial instruments which allow us to hedge fair

value changes by swapping fixed rates of interest rates to van

able rates As of September 30 2013 41% of our underlying

loans notes and bonds were changed from fixed interest rates

into variable interest rates In addition in order to optimize our

position with regard to interest income and interest expense

arid to manage the overall financial interest rate risk with ie

spect to valuation risk affecting profit and loss and econoir ic

risk of changing interest rates our Corporate Treasury per

forms comprehensive corporate interest rate management

under which the interest rate risk relating to the SFS businc ss

and to the remaining group are managed separately Further

information about our bonds and the other components of our

debt as well as about the use of financial instruments for hedg

ing purposeo is procided in in

C42 CONTRACTUAL OBUGATIONS

In the ordinary course of business Siemens primary contie

tual obligations regarding cash relate to debt purchase oblic

dons and operating leases

The following table summarizes our contractual obligations as

of September 30 2013 that will result in future cash outflowr

As of September 30 2013 Siemens had 20453 billion

of short and long term debt of which 1944 billion will

become due within the next twelve months Short term debt

includes current maturities of long term debt as well as loans

from banks cooling due within the next twelve months Fur

ther information about the components of debt is given in

in

Debt for Siemens as of September 30 2013 consisted of the

following

Purchase obligations include agree

rnents to purchase goods or services which are enforceable

and legally binding arid 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 2013 Siemens had 19977

billion in purchase obligations These purchase obligations pri

manly related to agreements of our Sectors on the purchase of

goods such as property plant and equipment intangible as

sets raw materials and supplies or to the purchase of services

such as advertising or maintenance These purchase oblige

lions have riot been recognized as liabilities or expenses as of

September 30 2013

In December 2010 Siemens arid AbS signed air option agree

mont written call option which granted AtoS the right to ac

quine Siemens lT Solutions and Services The closing of the

transaction was on July 2011 Related to the transaction is

sevenyear outsourcing contract worth around 5.5 billion un

der which AtoS provides managed services and system lute

gration to Siemens The expected remaining cash outflows

from the outsourcing contract are included in these purchase

obligations For further information on that transaction see
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As of September 30 2013 Siemens hd

total of 3120 billion in total future paynien obligations

under non cancelable operating leases mainly relating to SRL

0ctivities

Siemens is subject to asset retirement obligations

related to certain items of properly plant and equipment Such

asset retimement obligations are pmirnarmly attributable to envi

ronmental clean up costs related to remediatmon and environ

mental protection which amounted to 1096 billion as of Sep

tember 30 2013 The envirorunental clern up costs related to

remediatiorm and environmental protection liabilities have

been accrued based on the estimated costs of decommission

dig facilities for the production of uranium and mixed oxide

fuel elem nts in Hanau Germany Hanau facilities as well as

nuclear research and service eentei in Kailstein Germany

Karistein facilities For additional information with respect to

asset retirement obligations see in

Our liquidity may hr adversely affected in future periods by

regular or special contimbutions to fund our post employment

benefits As of September 30 2013 oui liability
for post emn

ployment benefits as recognized in the Consolidated State

irents of inancial Positions amounted to 265 illion How

evem the recognized liability may fluctuate signif cantly in fu

tore periods due to ci anges in assumptions used in calculat

ing the defined hr nefit obligations DBO in particulai the

discount rates conipe sation incIease rates pension progres

sion rates and mortality rates Actual devlopnients may differ

fmom assumptions due to clmangmg economic and other condm

lions of the country in which the retirement plans are situated

thereby resultuig an increase or decrease of the
liability Fin

ployer contributions expected to be paid to the funded pen

sion plans during fiscal 2014 am ount to o31 million including

contributions due to contractual arid legal obligations of ap

proximately 0.2 Ihori Additional contributions to our pen

sion benefit plans may be made or contractually agr ed at the

discretion of our management after the end of the reporting

period The latest funding valuation in the U.K in cdlendar

year 2011 resulted in technical underfunding of 939 1123
million based on the assumptions at tiat date As iesult

Smenierms entered ni fiscal 013 into an agreemen with the

trustees to provide an annual payment of 31 37 mnilhon for

the iext 20 ycais beginning in fiscal 2014 In addition to these

payrncnts the Company is obliged to pay 15 18 million until

the next funding valuation when the mdinq requirements

will be updated based on new assumptions This valuation will

take place approximately at the end of calendar yeai 2015 for

addit ona mnfonmat on regarding contributions to time fund oui

posdemployrnent denim fits see in

For 1orthem nnfoimaurr with respect tc met actai hhqarmons

4.63 OFFBALANCE SHEET ARRANGEMENTS

Siemens quarantecs are prinampally credit qimar

antees arid rjuararmtees of urd uarty performance Ar Sc

tcmber 30 2013 the um dmc muter maximum amount 01

tial future payments for guamante wac 45913 billion mn3udmmig

guamaritees elating to disc ontmnuccl operatmon Crrcl guaran

tees cover the financial obligations of smrd parti itt

where Siemens is time vendcr andl or co itnacliial par ii Ii

addition Siemens pm avides vedit uarantec generally as credm

lure guarantees with vamiable unit tion joint venture aid

associated and other cornparues at ocinrtcd for usirso time equity

method Total cnedit guarantees were 22 million is of cp
ternber 30 2013 Furttmemrrmore Siem rena issues guarantees of

third party pcrfcmrmnancc which mrclude perf rrmmarmce bonds

and guarantees of advanced payn cnt mci casc wiar tie nis

is the general or subsmcmrary partnr ma comisort um he

event cif mm full mllnment of ontm ctc al obligations by timc in

soitmumn par ncrs Fimnen wnl Inc me jtmrod to

agreed upon mmximumr amoumit uarantee of third party icr

fcrrn rice amnuummted to dl 593 billm is of Septenahom 30 2013

In fiscal 2007 Time Fcdeial Reptmblmc of nernmsrmy 0mm issmoie

consortium consisting of emen am IBM Dcutsc hland rmbk

IBM to mc odeniamze arid crate th non amlitary uiformi troll

and comrmrnunmcatmo is tot hnology if the Ce nail eclc5al Inc

Forces Bcmndeswehm this projec In 11cr HERKUL pr

ect romp any BW1 Inmformnationstcrhmimk nnbH Owl pro ide

the cnvic er meqcmmred by lie term tnt cc nmtcact cmi mis

shareholder in tIme projcct ornp nay he total itn mt valor

amounts to niaximmiuni of pprc xirnatcly 16 billion cmmimmcc

tionm with this project Snemnm ns is tied several guam aulc es con

nected to each other legally and oncox ally mm avon cii tiac

federal Republic of Gernia
my

am die consomtmcmm mien en

IBM iii Dccv mber 2006 Ha guanammtc ms eimsure aol 13W has

sufficient mc sounc es to pn do tim ire sc rvm ci arid to lol

fill its con tnactoal obligatmoirs ia futumr paymermts list we

could potentially bc required to ake amnotmrmtec 89 oil

liomm as of Septemnbrr 30213 anid wml be mc doted by appmoxm

mately 400 mil1omm pcn yar cv ii ncr mirm fim jc

of tire ontrcmct period rs of September 2013 Yearly pmy

memats mmdc thmsc gummam tees rimO Ic 00 mills

plus if applicable mn ixm numn of c90 mill on unmusc gm

mIres can ied forward fnoms the or yeas
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Other guarantees amounted to 867 billion as of September

30 2013 and included indemnifications issued in connection

with dispositions of business entities Such indemnificatior

if customary to the relevant transactions may protect the buy

er from potential tax legal and other risks in conjunction with

the purchased busin ss entity Indemnifications include those

for EN disposed of in fiscal 2008 and Siemens IT Solutio

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 established Such provisio

are established in addition to the liabilities recognized for the

non contingent corn ionent of the guarantees

As of September 30 2013 the Corns

ny had commitments to make capital contributions to vario is

companies of 223 million

C464 POSTEMPLOYMENT BEN EHTS

As of September 30 2013 the combined funded status of

Siemens pension pUns showed an underfunding of 8.5 UI

lion conipamed to dfl uriderfuridimig uf 8.9 billion as of Sup

tember 30 2012 Wh Ic the fair value of plan assets remain Id

unchanged the defined benefit obligation 080 decreased ay

billion

The 180 of Siemens pension plans which takes into account

future compensation and pension increases amounted to

billion on September 30 2013 compared to DBO of 33.0 fit

lion at the end of the prioi fiscal year The decrease resultd

from benefits paid and positive currency translation effects cn

ly partly offset by accrued service and interest cost Effects frcm

assumption changes and deviations between actual and as

sumed development of the DBO offset each other in fiscal 201

The fair value of Siemens plan assets was 24.1 billion as of

both September 30 2013 and September 30 2012 The actual

return on plan assets for fiscal 2013 amounted to 1.3 billic

resulting mainly from equity investments Employer contnil

tions amounted to billion These positive factors were off

set by benefits paid ant negative currency translation effect

The combined funded status of Siemens predominantly un

funded other post employment benefit plans amounted to an

underfunding of 0.6 billion as of September 30 2013 com

pared to an underfunding of billion at the end of the prior

fiscal year The underfunding decreased mainly due to benefits

paid and the annual rerneasurement of DBO

For more information on Siemens pension plans see

in

C.46S OTHER CAPftTAL RESOURCES

AND REQ WREMENTS
At the Annual Shareholders Meeting scheduled for January

28 2014 the Managing Board in agreement with the Super

visory Board will submit the following proposal to allocate the

unappropriated net income of Siemens AG for the fiscal yea

ended September 30 2013 distribution of dividend of 3.00

on each no par value share entitled to the dividend for fiscal

year 2013 existing at the date of the Annual Shareholders

Meeting which is presently expected to result in total distribu

tion of approximately 2.5 billion

In November 2013 we announced that we will adjust our capi

tal structure through share buybacks We expect cash outflows

up to billion within the next up to 24 months

Other capital requirements also include expected cash out

flows of .0 billion in fiscal 2014 relating to charges for the

Siemens 2014 productivity improvement program

After the end of fiscal 2013 we signed an agreement to sell our

busmess foi treating and processing municipal and industrial

water and wastewater that are bundled in our Water Technolo

gies Business Unit as well as the related service activities to

funds managed by American European Associates Investors

AEA U.S We expect to receive payments relating to this

transaction of 0.6 billion in the first half of fiscal 2014
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For additional information with respect to guarantees and our

other corrimitments see in

With our ability to generate positive operating cash flows our

total liquidity of 9790 billion and our 6.7 billion in unused

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 mequirements from operating arid SEE

financing activities dividend payments pension plan funding

arid portf 0130 activities Also in our opinion our working capi

tal is sufficient for the Companys present requirements



Cash and cash equivalents decreased by /01 billion from

the prior year level For otailed infornn Von req srding the

change see

The main factor in thc decrease in the line item Ti ado and oth

ci ieceivabIa of 367 million gat ye currency tr sn là

tion effects

The icrease in loans ccci ivable of SF1 associated with its

owth strategy was the pr mary facto in the uicrea 21 349

million year over year in th line iteiri Ut ii en rent finarit ta

In July2011 we suc cessfuhly omplotec our spirioff am lmstrn

of OSRAM As result we derecognczei the net cirrymq

amount of the disposal group OSRAM md the asscniatcd sp

off liability Mainly due to this pin off mc line tins Assets

classified held for dispo ral di nor sod 33 huh of

September 30 2013 compared to 4479 billion year earlier

Our total assets in fiscal 1013 were influenced by negative cur

mucy
translation effects of 434 billion led by the 09$

Within total assets of 101936 billion tatal assets related to

SF5 inicreaserl to .18 691 billion as of September 30 2013 from

17 465 billion 7tai earlier Within t0tal liabilitns SF9 debt

inc eased to 15600 billion from 14 558 billion year earlier

Both changes were driven by the growth strategy at SI SF5

assets represented 18% of Siemens total assets as of Septemn

ber 1013 compared to 16% year ear icr SF9 debt represented

IoN of Siemens total liabilities and equit3c compamed to llr at

the end fiscal 1011

The following discuss on presents an analysis of changes of

our Consolidated Statements of Financial Position

floodwill inc ceased to 17 883 billion as of Septenibi 30

compared to 17 069 billion yr ar earlier hue increase iii

goodwill was due mainly to acqc isitioius and punchas ii

counting adjustments pi thy ffset by negativc uncut

translation effects Requisitions arid purr hase accounting ad

justmnents included the acgtnamtioni of nvensys uI whi hi

beinq integrated into the Inf astructure Cities Secto Mobi ity

arid Logistics Oivision sod LM international NV which is

icing integiate into the Industry oector Indu ny An vna

Von Ouvisior
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Other intangible assets increased to 5057 billion as of Sep

teniber 2013 compared to 595 billion year earlier The in

crease is due mainly to the acquisitions mentioned abose

partly offset by amortr7ation and impairments

Property plant and equipment decreased by 948 million year

over year Additions in fiscal 2013 were more than offset by to

tirements depreciation and impairments and negative curren

cy translation effects

Investments accounted for using the equity method de

creased yeaeoveuyeat by 1415 billion The main factor was

the sale of om 5011 share in NSN to its other shareholder

Nokia Corporation

The line item Other financial assets increased to 15117 billion

as of September 30 2013 compared to 14 666 billion year

earlier The change was due primarily to higher loans rece

able driven by the growth strategy at SF5 and to the recogru

hon of our 170% stake in OSRAM after the spin off partly

set by decrease in the noncurrenI portion of the fair market

values of financial derivatives used for our hedging activities

The decrease of 436 million in the line item Trade payables

was due primarily to negative currency translation effects

The niaiil factor of the decrease in the line item Other current

liabilities to 19701 billion as of September 30 2013 from

20302 billion year earlier was decrease in billings in cx

cess of costs and estimated earnings on uncompleted con

tracts arid related advances

Liabilities associated with assets classified as held for disposal

decreased to 473 million as of September 30 2013 from

2049 billion year earlier The main factor was lower liabili

ties due to OSRAMs spin off

Long term debt increased by 629 billion as of September 30

2013 due mainly to the issuance of 1.25 billion in 75% p.a

instruments 1.0 billion in 2875% p.a instruments US$500

million in 1.5% p.a instruments two bilateral US$500 nullion

floating rate term loans US$400 million in floating rate instru

ments and US$100 million in 5% p.a fixed rate instruments

These issuances were partly offset by the above mentioned

reclassification in the line item Short term debt and current

maturities of long term debt

Short term debt arid current maturities of longterm debt cc

creased by 882 billion as of September 30 2013 compared to

the end of the prior fiscal year The main factors in the cc

crease were the redemption of 2.0 billion in fixed rate instru

rnents and US$1.0 billion floating rate term loan partly offset

by reclassifications of long teim 1.0 billion in 5.375% p.a cn

strumerits clue in June 2014 arid 400 million in 375%

instrunicuts due in September 2014
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bue to urn crtaiu icr

regarclinq Europear sovercigri drbt exposures wc rcg ilarly

monitor our redit exposurc in irticular to public and privati

secto debtors in halt Spain Grn tuoai

These credit exposures include trade sect wables from the tie

of goods and serviers receivabls fromfirunce leasrs and ith

or financial assets totaling ngle digit bil it euro

amount as of September 30 lOd evaluate thes exposures

wc perform redit ratmg for publ md privatE SO ii debt ii

using different methods se hect centrally dehned lim to

exposures to public sec or ebtors whirls represents pproxi

mately one third of thes exposures we applied specific gob

cy ibis policy requires thxt the racing applied to Individual

public set br customers cainot hr btter than the weakesi of

the sovereign ratings provided by Woo ty Sh iid ltd to

the respective country Based on out ratings and our m.neclit ox

posures to md customers or main contra tors locited in Itily

Spain Greece Port ugal md Ireland we hel eve that Si is is

wdl positlo ird tc herr thc0e risks
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The tine iteni Post employment benefits decreased by b36

sill on as of Septernbrr 2013 mainly due to the decrease of

the defined benefit oh igatron

Total equity attributable to shareholders of Siemens AG do

creased from 0.855 brihor at the end of fiscal 2012 to 428.111

billion at the end of fiscal 2013 In fiscal 2013 the main factors

relating to the decrease in total equity attributable to share

holders of Siemens AG were Dividend payments of 528

billion paid for fiscal 2012 measuring OSRAM spin off

liability
fair value th any changes recognized retained

earnings of 2210 billion ansi reps rchase of 11150820

treasury shares at weighted average costs per share of 18 66

This deurcasto woo Pantlt offset by net income attrautahle to

shareholdeis of Sic nens AG of 284 billion

For additional information on our net assets sition sos



In fiscal 2013 our revenue came in 2% below the prior fiscal

year sbght increase at Infrastructure Cities was more than

offset by lower revenue at Industry and Energy Revenue at

Healthcare was stable year over year On an organic basis cx

cluding currency translation and portfolio effects revenue wrs

1% down year over year within our forecast given in our Annual

Report for fiscal 2012 We increased orders by 8% yeanover

year This increase was driven by ow Infrastructure it as

Sector and the Energy Sector Both Sectors won sharply high

er volume from major contracts Infrastructure Cities within

its TransportationLogrstics Business and Energy within its

Wind Power Division

In fiscal 2013 we achieved income from continuing opera

tions of 4212 billion This was lower than income from con

tinning operations of 4642 billion year earlier and also be

low our expectation of 4.5 to 5.0 billion as presented in oar

Annual Report for 2012 condition of that forecast was an

expected recovery in the markets for our shortcycle burr

nesses in the second half of fiscal 2013 This did not male

rialixe Additionally that forecast assumed Siemens 2014

charges for fiscal 2013 of billion pretax In fact the

amount came in 0.3 billion higher Other factors largEly

offset each other While profit in the Energy Sector wis

burdened by portfolio topics melatr-d to tire solar businem

this impact was more than offset by positive effects related to

the sale of our stake in NSN Due mainly to these factors we

adjusted our torecas for income from continuing operatlo is

to 4.0 billion in the itenim Report for the third quarter of

fiscal 2013

Lower Income from continuing operations year over-year was

due mainly to sharply lower profit in Infrastructure Cites and

Industry ihese Sectors took the two largest shares in tie

above mentioned Siemens 2014 charges Profit at Infrastri

ture ities was also burdened by sharply higher projE ct

charges while profit development at Industry was also hEld

back by challenging market conditions particularly in the Sec

tons short cycle businesses as mentioned above In contradt

Healthcare significantly improved profit year over year dae

mainly to successful execution of Ps Agenda 2013 arid loer

charges associated with the initiative compared to the prior

year Profit at Energy rose moderately year over year In both

fiscal years the Sectors profit development was heavily bur

dened by charges Wlnle profit iii the curtent period was par

ticularly impacted by Siemens 2014 charges charges related

to projects and Iran were substantially higher in the prioryear

period While Total Sectors profit fell year over year this was

partly offset by strong improvement outside the Sectors In

particular Equity Investments posted profit in fiscal 2013

following loss year earlier as it benefited from positive

effect stemming from partial reversal of an impairment of

our stake in NSN and gain related to the sale of this stake

during the fourth quarter of fiscal 2013 In the prior fiscal year

results at Equity Investments were burdened by substantial

restructuring charges at NSN

Net income in fiscal 2013 increased to 4409 billion up from

282 billion year earlier as results related to discontinued

operations swung to positive 197 million in fiscal 2013 from

negative 360 million year earlier The improvement in

discontinued operations yeanover year was due mainly to

OSRAM which we successfully spun off in the fourth quarter

of fiscal 2013 Due to higher Net income and lower number

of shares outstanding year over year following the share buy

hack program which we initiated in the fourth quarter of fiscal

2012 basic EPS rose to 5.08 in the current period up from

4.74 year earlier

In fiscal 2013 Healthcare reached the upper end of its adjusted

EBITDA margin target range Adjusted EIIIEDA margin at Indus

try fell year over year but the Sector remained in its target

range Despite burdens from the solar business Energy nearly

reached the lower end of its adjusted EBITDA target range

while Infrastructure Citres clearly missed its range

As result of combination of lower than expected Income

from continuing operations and higher average capital em

ployed ROtE adjusted for continuing operations declined to

138% in fiscal 2013 This was below the lower end of our target

range of 15/n to 20% which we expected to reach ROCE adjust

ed for continuing operations year earlier was 15.5%
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Our Free cash flow from continuing operations rose lIT to

45.257 billion year-over yEar as we increased our cash flows

from operating activit es and reduced investments in uitangi

ble msCts nd property plant arid equipment year aser year

We made further progress in fiscal 2013 with regard to reach

ing our capital structuce target This target is defired as the ra

tro of adjusted industual net debt to adjusted EBITDA and set

at 0.5 to LU for the niediurn term As forecast in our Annual

Report for 2012 we increased the ratio year over year to 034

from 24 year earlier

Dye all we believe thi we ach eyed the goals for revenue and

our apital structure announced in our Annual Report for 2012

Also we exceeded our revised target foi Income fiorn continu

ing operations announced in our Interim Report for the th rd

quarter of fiscal 20H ROLE djusted for continuing opera

tions was below ow expectations due primarily to lower In

come from contmumng operatio than we forecast year ago

During the course of fiscal 2013 it became less likely that our

previous expectations for our markets would matenalixe We

therefore no longer expect to achieve Jotal Sectors profit

margin of at least 12% in fir cal 2014 But we will continue to

rmyotously execute uu Smomeris 2014 program that vms de

signed to achieve the rnargur target At the end of fiscal 201-I

we were ahead of identifying and implementing the rue asures

within the program med at sustamnably improving our pro

ductivity We expect that Siemens 2014 will help us to narrow

or close the gap to our competitors mc coming years

During fiscal 2013 we also rnad strong progress in ucusi ig

our portfolio Our successf ml spin cli of OSRAIvt was tin Ii at

such partial spin off by German cur ipariy With th spin oft

Scmeri sharcboldm -eceivec ii OSRAM -ha re-

Siemens AG shares Independence give0 05MM the entreprc

neurial flexibility to focus exclu rye on Is own marl itli

additional sources for fin mncing sI ikc in OSRAM qivos

shareholder of Siemen AG additional opporlunity to

partuipate in OSRAM5 potential grcwth arid val ic creatmcn

The shares of Siemens AG rose on he first clay tradmnct for

OSRAM July 201-1 and the shares of botl companies cit any

outperformed the Gerrr an lAX stock index through thc

marrider of lie fiscal year We aN old our 50% stake in

Alter the end of fiscal 201 wc sign aqreemnment dl

our business of mechanical btcdugu al arid her nc waG

treatment id processing Fumtherr more we intend to el

airpoi logistics arid postal automatior hmmn ss arid xit iu

solar businus after corupl lion of projects undt xec utic

At the mimic tune we strengihe ned nun core rvitres by

acquiring LMS International NV MS tc panc ard corn

plement the Industry $ectors mndustn ci II arid toflware bmisr

ness and by acquiring trivensys Rail to expand lnfrastr no

tune Gies presence in the growing gleba1 rail itoh atm

rniarket

We intend to continue providing an ttract ye return sharm

holders As the past we riterid fund the dividr ud payout

froiri Fret cash flow The emens Manac
mnig

licicid agree

mc nt with tire Supervisory Board proposes div dend of t3 It

per share ichanged from ye rlrer
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After the end of fiscal 2013 Siemens signed an agreement to

sell its business for tieatinq and processing municipal and in

dustrial water and wastewater that are bundled in the Sieme

Water Technologies susinoss Unit as well as the related son

vice activities to funds managed by AA Investors LP US for

purchase price of 06 billion Closing of the transaction is

subject to approval by regulatory authorities and is expected in

the first half of fiscal 2014

In November 2013 Siemens announced share buyback of up

to billion ending latest on October 31 2015 The buybacks

will be made tinder the current authorization granted at the

Annual Shareholders Meeting on January 25 2011 which rl

lows for Iurther share repurchases of maximum of 47 mil

lion shares under this program Shares repurchased may

used for cancelling ard reducing capital stock for issuing

shares to current ar former employees to members of the

Managing Board and board members of affiliated companies

and for meeting obl gal ions from or in connection with con

vettible bonds or warrant bonds
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C8ii OVERVWW

is quidiny principle v\Titliin our Coinpaii

Siemens has defined sustainabrlity to mean acting respon3ibly

on behalf of future go ieratione 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 remanis

key element of our corporate strategy We are convinced that

sustainabihty in th sense is also business opp rtunity and

one that is worth sewing One Siemen our framework for

sustainable value creation and capital afficierit growth id

dresses this busirrrss opportunity with its three stategic dhec

trons locus on innovation driven growth markets Get closer

to our customers and Jse the power of Siemens The relation

ship of each elerrent tc sustainability is explamed below

the products and solutions rr our Environmental Portfolio

arid the innovation power of Siemens play central role in

contributing to environmental and climate protection while

also strengthening oui standing in the innovation driven

growth markets that wE focu on

An intense customer focus and competitive globally bat

aricrd arid Iocatiseil netwoik of uppheis suppurts us in

getting closer to our ustomers all over tire world

Excellent employees are one of Siemens vital strengths as

they play key role ii our success and are the true power of

Srerrienrs Leveraging the power of Siemens also neans

strictly adhering to clear principles of integrity something

we also expect of our partners and suppliers

As these examples show sustainability is not ernbellrsluner

at Siemens its eritral theme of our corporate strategt fIn

following chapters detail thi approach and provide urther in

formation en sustaiubithy at Semooria

C8i2 SUSTMNARLITY MANAGEMENT

AND ORGANZA1iON

The mmpcrt nce we attach th toprr of sustnnabilrtv is cvi

dent in it central position wrtf in the oinpany cigar rzation

aid rr our ograms and he ii Msurcs we cxc cc ti tfflcrwit

sustainability management co nparry wide task that rcg cc

clear orgainzatior at structure and thorough anc heroic of

sustainability in our corporate oltuna Al our sirs ii iabctity

activities aie steered by thc Ii

is nriember of our Marragr ig So md Icr order to ooncl ite uric

manage our sustarrrabilrty trvrtrc ci
clfrc fly we stabhisliec

the Srerrienr Sustainabrirty Board thc Sustarriability Ofir and

the Siemens Sustainabrhrty Advisory Buaro

The vii n- chaired by the

Chief Sust arnabrllty Of tic or is thc cc nh teeming mmn cc

for susu inability at Siemens In iB cc ul ii nieetrnj it din

our sustarnabrlrty program as part of cur sustainable Jr gy

arid adopts appnop rate niasunr ci rid ii tratrve ur href

Sasnaurrablr Offrcc uisa sacayc tf10

which is responrblc for driving susturnability fur tIre with rn

Srenienrs an for coordr rating tlrc arriabnlr irugr inn rid

other comnp1 ny widc progr1 ins irid mE ncr mc

Jo help us naimitamni an ob ectnvc pens victive on cci suci

ability challenges arid penlerma we havc so no te he

EIWWY
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composed of eight

eminent figures in science and industry from range of

ciplines and regions of the world None are employees of

Siemens The ooard meets at least twice year and through pro

fessional exchanges and practical initiatives has already contrib

uted to the further development of our sustainability program

Furthermore assigned Sustainability Managers in the Sectors

and regional units ensure that sustainability measures are mm

plemented throughout the Company

In our we focus on targets and acti ii

ties in three areas Business opportunities Walk the talk

and Stakeholder enqaqement In the first area we turn our

approach to sustairiability into concrete business opportuni

ties Walk the talk means we are committed to embedding

sustainability throughout our organization and operations In

the third area we focus on collaboration with all relevant

stakeholders We regularly refine the underlying targets and

activities based on intcrnal and external input such as from

our dialogue with stakebolders

C813 COLLABORAflNG FOR

SUSTMNAfflUTY AND PERFORMANCE

Our sustarriability eflorts ore based on OUt Business Condoct

Guidelines which provide the ethical arid legal framework

within which we conduct our business actrvities they contain

the basic inciples amid rules for our conduct internally and

externally Specific issues such as those relating to the eni

ronmerit are covered in more detailed regulations and guice

lines The Business Conduct Guidelines are binding for all corn

panics controlled by Siemens

Fur thenmnore we believe that close collaboration with stalne

holders supports us in addressing complex interlocking sr

tainability challenges and topics Maintaining an intensive

loque with partners along the supply chain and with exterr al

stakeholder groups ar organizations is important for

Siemens is actively gaged with leading global sustainabil ty

organizations such as the World Business Council for Sustain

able Development WBCSD and the World Resources Institute

WRI WE also liaise every two years with broad group of

stakeholders on key sustainability issues and track their st

significant concerns in materiality matrix that helps guiBe

our sustainabihty program

In addition we are committed to international standards id

guidelines for sustairiahility For example we signed onto tie

United Nations Global Conipact in 200f and became signato

ry to the Global Compacts CEO Water Mandate in 2008 since

fiscal 2011 we are member of the steering committee of the

Global Compacts Canny for Cbniote initiative WE regularly

report on our sustainability performance using the guidelines

G3.0 of the Global Reporting Initiative GRI which aim at

high transparency and comparability for corporate sustain

ability reporting

Siemens has been part of the widely respected

for 14 consecutive years Within the

Index we were ranked as Industry Leader in 2013 for Industrial

Conglomerates for the sixth time in row arid as Industry

Group Leader for Capital Goods for the second time We also

earned high ratings on number of other indexes and rank

ings including those created by the prestigious Carbon

Disclosure Project Siemens had one of the top scores in the

world for the sixth time in row

C82i RESEARCH AND DEVELOPMENT

ORGANZATON AND STRATEGY

In fiscal 201fi 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 economically

sustainable energy supplies and developing software solo

tions which are essential to maintaining the long term corn

petitiveness of our Sectors Accordingly major locus areas in

dde

increasing the efficiency of renewable and conventional

energy sources for power generation

improving low loss electricity transmission systems

developing new solutions for smart grids carbon dioxide

separation systems for power plants and technologies for

storing energy from fluctuating renewable sources

making medical imaging in vitro diagnostics and health

care Il an integral part of outcome oriented treatment plans

arid

further development of industrial software to accelerate

processes at every point along the value chain
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Another major focus is promoting more efficient energy use in

buildings ndustrial facilities and the transport sector Exam

pies include the development of electric drives md mass

transportation systems such as local and long distance trains

and subways

Across all focus areas we recognize the vital importance of

sophisticated softu are solutions This is true not lust for the

areas mentioned abovo but also in nearly all of the other fields

in which Siemens is active Siemens software was used for ox

ample to virtually develop build test and continually opti

mizo the Mais rover Curiosity before ii was built Curiosity

landed on Mars in August 2012

RD activities are carried ut by both our Sectors and our

Corporate Technology Cl depaitment The Sectois focus their

RD efforts on the nExt generations of their products and solu

tions In contrast the aim of Ct is to work with our operating

units to develop the Di oup tec hnology and innovation strate

gies espocivlly for the next generation cit their products and

solutions addition CT helps secure our technological and

innovational future

is worldwide network with primary locations ir Germany

the Clunia Russia In ha and Austria Ihe marc than

6900 Ct employees contribute their in depth understanding

of fundamental technologies models and trends as well as

their wealth of software and process expertise str yes to

secure the technologiml and irumovative future through coin

mnonly developed core technology initiatives such as future of

automation data to husines or system integratlo With its

global network of experts our corporate reseaich unit serves

as strategic partner for Siemens operating unitc CT makes

importan contributions alo ig the entire value chaui from cc

search and development to production technology rnanufac

turing procc sces and he testing of prodticts and lutions CT

is also networked witl leading universities and research insti

tutes wor dwide The principal oblectives of these close collab

orations with strong cternal partners are

leveraging the potential of joint RD projects

establishing arid furl her developing network of universities

and rese inch uistitues that Siemens closely cooperates

with as well as systematically enhanci ag connnmurucation

with these institutions arid

strengthening Siencnis tradivcriess as an employer of

choice for hight quilified young talents iii scientific and

technical disciplines

Such new collaboralivc approa hcs arc also ubstanti ml pa

of our Oper Innovitron cm cept in which necerve in

put from internal as well as exterriil experts that significintlv

ontributes to the rinovatrve pever af tIn ecmpany With 01

we aim to oveicorne the ha riers of silo lhuiking to prove and

trt ly leverage the potc no of o1en iet york enter xi

Since 2008 when the first 01 pr jc waa laurmchc ci 10

employees frorri more Iliac 80 countries have pirtmcipateci in

nine intern ct DI pilot projects iT our xtecnial efforts we

incmbiliicd more than 50 cxtern solvers on 1/projects

The tcchnology fields addressed by 01 cover ill ted norogi

areas of Sic nens Ihcy nc ude

research on materials that help niake produn ts inc rc

efficient

the crcation of ITplitfonr is II security solutronc sof tv

architecture echrdcal sy temns energy tc rhnologres

sensors arid electroruc components arid

research into new solutions for CT ten igincering data

analysis cutoma ion and com nurucatio technolc

medical intor nation systems rid rnaqinc prodes

In addition Siemens takes part in publicly ft rided reseaicl

piegnams Ehc niast rrvp in1anit tea ca as ic c3 tt

velopmerit of sustainahic technologies ncudirig recycling

the ommunication of mar hine the crc ation of icy mat ri

als and bic technology

dl offers extonsivc pro ess mid piodu tion onmscrlt services

for develcipmnent and manufac tuning units at ienie is ii

ploys moie than 440t softwa velopers at iccation ni

Asia Fumu arid the Airc ncas thes specialists hell

Business Units develop concept fro tie mm ml idc ta ac

finished pronluc

Cl strategic illy
handles tI int lIc tual property of Sier mens

Around 430 experto help the mrnpany me jisten itermts in

trademarks establish them and put therm to profitable use

C822 RESEARCH AND DEVELOPMENT FIGURES

In fiscal 2013 we reported esearc aid development exoen

os of 44291 billion compared 44 45 billion in fiscal 21

and 43 901 billmcmn in fiscal 2011 lhr ultrnig Rt nmten ty

defined ms the ratiri of RD expe iris md rrvemiuc ii

alsava thc llD ntemsity seal nmd kcam
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As of September 30 2013 Siemens held approximately 60000

granted worldwide in its continuing operations As of

September 30 2012 it held approximately 57000 granted pat

cuts In teilus of the nuotiber of published patent applications

in calendar year 2012 Siemens ranked third in Germany and

second in Europe Siemens was also ranked eleventh in the

statistics for patents issued in the U.S in calendar year 2012

C823 RESEARCH AND DEVELOPMENT

THE SECTORS

Our RD activities in the Sector are focused on devel

oping methods for the efficient generation and transmission

of electrical energy including

technologies for lowJoss 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 make deep sea oil arid gas extraction

more profitable

Examples of research and development in Energy include Type

B75 rotor blades for wind turbines which are 75 meters in

length this makes them to our knowledge the longest rotor

blades in operation in the world as of the date of this report At

25 tons the 575 is also lightweight as it is 10% to 20% light

cx than comparable rotor blades Heavy rotor blades are sub

ected to higher stress loads and also require more massive

nacelles towers and foundations The combination of intelli

gent design and low weight therefote has positive effect on

the cost of wind power production

In 2011 combined cycle power generation island built by

Siemens in lrsching Germany demonstrated an unprecedented
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RD expenses and intensity for the Sectors in fiscal 2013 2012

and 2011 were as follows

Cr incurred addition RD expenses

In our continuing operations we had an average of approtn

mately 13300 RD cmployees in Germany and approximately

16500 employees in approximately 30 other countries dun

fiscal 2013 including among others the U.S China Austrta

and India



net efficiency rating of 60/5% at an output of 578 megawatts

In April 2013 three additional power plant blocks featuring

Class gas turbmes commenced commercial operation in

Cape Canaveral Flcrida Another combinedcyc le power plant

with this turbine as the main diiver has been commissioned in

August 2013 in Dangjiri South Korea It also mac hes an phi

ciericy level of approximately 61

In fiscal 2013 Siemens installed the HelWml offshore plat

forms in the North Sea With capacity of 576 megawatts

MW these platforms will supply clean wind generated dec

tricity to more than 500000 ierinan households on thr main

land HelWinl will link the two offshore wind farms known as

Nordsee Ost and Meerwirid to the main and The alternating

current power generated by the wind turbines is transformed

into low loss high voltage duect current HVDC for transmis

sion onto land The total transmn ssion osses for this conner

tion are less than 4K Sieniens HVDC Plus technology not only

reduces the space requirements for HVDC systems which is

derisive factor for installation at sea hi.it also features self

stabmlizatio this enhances grid reliability in the event of

power fluctuations wimch can occur with wind based power

generatmo

The RD uctiSjtiCs in the Sector arc focusd on

meeting customer requirements which are the result of two

major trends the worlds pooulation continues to giow steadi

ly and to get oldcr These trends increase the pressure on

healthcare providers to treat more and more people at iricreas

ingly lower costs in order to stabilize rising healthcaie expen

ditures So overcome the rhamlenges of making healthcarc

more efficient arid more effective thn healthcare measures

have to focus on the individual patient and the success of tie

treatment

One of the Sectors RD fields irivo yes the development of

systems that help physicians make precise diagnoses of large

numbers of patients arid are also robust easy to use and rricx

pensive to purchase and maintain One example is the worlds

first wireless ultrasound device Acuson Freestyle The system

makes rt easier to use advanced ultrasound technology iii or

as that need to he aseptic or sterile Examples include inter

ventional radiology anresth smology intensive care catheter

labs and erriergency care Ultrasound with wireless transdmrr

cr5 is also deally suited for minimally invasive procedures

soch rye blockades access to blood vessels nd pmrtron

mg for therapeutic rntnrverrtrona and biopsies

Along th its fuIIsran computed tomography scanner

SOMATOM Perspective 118 Healthcare offers version de rgn

especially for outpatient clinic and smal and medmurr cried

hospitals mmcml SOMAIOM Persp ctmve It meducr radia

non doser for patients by op to 60 pin tnt with irrrpmcved

image quality Fire system eeds only IS squdrc meters it ca

be installed or bras tha tno laj and ceme mU toss

energy onrumnptiorr and air oridrtiomimrrg requirements Bc fh

vc rsroris are among the is oct cone rim aT sc nner in ic mm

ri spectmve classes

Another focus area is automnatini clinical work proccs id

optimizing laboratory dmagmr ronc wit goal of en abhinq p1

sic ans to identify diseases more pre ely and at air arlic

stage Physicians are then able tc iron for ii effect of mmcdi

tions more accurately airS benefit from t1 evaluation acid am

lytical capabilities of nioder computer hnolngy As mcci lt

therapies can be railoni mon closely to patmi its ni eds TIn

Sector also levelops prodm ts th med tIre spe rlic tarqc tech

reqnirements of tIme heal hcane syst irs of emne
girig

m.m iii

One oh thc \D prrormtme the ector tl sof

warebased integration ci product planning aid pm in

processes within thc ir imewonlc of crdc litecycle unarm mgi

mncnt The objective is to am celeratc pmocecces at cvery niit

along the value cha no cj od example is the teclmncrloc or

incltnstrmal production of implants With tire help of rmmtehlrqc

software lutmans Pro rtv tic poduted

merrily an cost effec tmvc Imrnovat vi tecbmnologmcs Imkc

these can emit time urine om desmc tc rkit mi thin roan ii

turing industry by up to O/u The forth cli vnlopmn ml of

ammtomatinn arid drive technolog rod mndu trial of warc in

particular plays nrajnn rot hc mc fhn applnc Tn groom

development arid product in prom in well as tie mite

gration of the drive sgstem It also apphmc to mmretal niammt

turnip where the softwar dsSm ted planrmmmng and opera mom

of entire stc el mills arc mm neasmn jly mnfhmrc icing prod ii in

Moreover in Industry Sector is utn to ac him rc

energy efficiency reduce raw mratc nrai onmmmrptmn

lower emiscrons those objectmv dm00 qumdc tin clevc

mcnt of techr elomty based servmc comic pts uchm as cm ecgy

management arid recmrote mmiamntcmiammce uystem is as well

the creaticur of efficient resour conservmnc solut uris brr

steel production

RD activities iii our Sectn foci err

urban grow Ii issues Maimn resean hr ft uis then do co em

tanrable tec hmno ogrm fir major netropo ntarm areas md liii mc

imifastnuctune0 The morn amcm br ras am gy chic

cy reduce undens omi thin cnvmroamnn icmnsc cos -c ffec

tiveness arid improve the qu almty life in cities to Iris em

thin Sector develops bmamldrmrc tech mc logic thrt nsemve crier

so utionrs for ensunmnmq arm ffrcienrl arm ec ure cnpply of

tnmcrty mi tics arid mrtelhiqmnt ti mffmc mid inn por ystemmr
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Examples include the oxtremely lightweight and almost fu ly

recyclable Inspiro modular subway train and the innovative

and especially lightweight SF7000 bogie In the field of bui

ing automation the Desigo facility automation system in

grates many of its system components into buildings them

selves and thus achieves significant energy savings In adJi

non researchers are looking for ways to integrate buildings

into smart grids Through such integration the buildings in

feed the electricity tI ey produce into the grids and provide 0d

ditional power during tines of peak demand

In fiscal 2013 Siemens launched large smart city project in

Vienna Austria in cc ijunction with partners living labora

ry will be created in the next five years in the waterside distr ct

of .Aspern which is expected to constitute one of the largest

urban development proects in Europe In this laboratory pow

er supply building systems intelligent powei grids and ml

macion and communication technologies will interact in in

optimized way

The principal goal of supply chain management at Siemens is

to ensure the availability arid quality of the materials we

quire to serve our customers also considering innovatan

strength and susiainability of our suppliers We aim to

strengthen our competitiveness by achieving substantial say

irigs in our purchasing volume In fiscal 2013 Siemens pir

chasing volume amounted to approximately 38 billion which

equaled roughly half of our total revenue Our primary strate

qies for achieving savings in purchasing are the following

We bundle more than

half of our purchasing volume which includes direct and

direct material Through this worldwide pooling of volume

we achievo substantial economies of scale

We try to move

wards globally balanced supply chain network One es

sential element is to constantly increase the share of scum

ing from Global Vrlue Sourcing GVS countries which are

generally emerging economies To accomplish this goal

we identify select and fully qualify suppliers from GVS

countries and engage them in continuous developmc nt

process that extends to sustainability thereafter Addition

dy we encourage and support our suppliers to expand

their operations is order to follow our manufacturing foot

print in these countries In fiscal 2013 we further increased

the proportion of our sourcing coining from GVS countr os

on comparable basis

We significantly increased the proportion of cx

ternal purchases that we award via electronic bidding over

the last few years to more than 10%

We expect to realize further savings potential within the

framework of Siemens 2014 by further integrating supply

chain management activities into other business activities

such as design and production The relevant lever in this con

text is material cost productivity and in particular Oesignto

Cost which optimizes the design of products in order to reduce

material cost

We are strengthening Siemens innovation power by benefit

ing from the innovative strength in our supplier network With

our Siemens Supplier Forum we established platform for

regular dialogue with our top strategic suppliers at the CEO

level With this dialogue we aim to ensure long term cost

leadership realize shared growth potential and increase inno

vation capabilities To promote outstanding suppliers for their

excellence we introduced Siemens Supplier Awards for nurn

her of categories

Sustainability is guiding principle for our supply chain man

agemnent Sustamnability requirements are therefore an integral

part of all relevant supplier management processes such as

supplier selection supplier qualification and evaluation and

supplier development We require all of our suppliers to com

ply with the principles of our Code of Conduct for Siemens

Suppliers which include respect for the basic rights of cnn

ployees and environmental protection We also require them to

support its iniplementation rn their own supply chains We

have established risk based system of appropriate processes

to enable us to systematically identify potential risks in our

supply chain It consists of sustainability self assessments by

suppliers risk evaluation conducted by our purchasing depart

mont sustainability questions within supplier quality audits

and sustainability audits by external auditors To further en

courage sustainable business conduct throughout our entire

global supply chain we are committed to building our suppli

ems competence and intensifying knowledge transfers related

to sustainability

In 2012 the SEC adopted regulatory rule known as the Con

flmct minerals rule This rule aims to increase transparency and

responsibility in the procurement of conflict minerals from

the conflict zones of the Democratic Republic of Congo and

the surrounding region project organization was estab

lished to address the requirements within our supply chain in

fiscal 2013 For further information see
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In house production is an important cornerstone of our opeia

tions Siemens operaces around 290

in more than 35 zountries worldwide

including facilities at certain oint ventures and associated

companies major production and manufacturmg plant is do

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 arid labor Around 140 major production

and nianufacturinq plants are located in the region Lurope

IS Africa Middle Fast siound 80 major production and

manufacturing plants are located in the region Americas aIid

around major production and manufacturing plants are lo

cated in the region Asia Australia With around 100 major pro

duction and manufactunng olants the Snergy Sector accounts

for the greatest proportion of these followed by the lnfrastruc

tureCities Sector around 80 major facilities the Industry

Sector around JO major facilities and the Healthcare Sector

around 40 major facilities

Key elements of our production strategy include sustained mi

provemont in the cost position or our products and solutions

and locating productiol sues geographicaily to support the do

velopment of new markets China for example is one of our

largest growth markc ts and we have established our presence

there with arou rd 45 mnajor 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 he anything

from single customcr specific order to high tech serial pro

duction and production processes range from auto natod

pioduction in clean rooms to manual final assembly of major

installations on constractiori sites

Besides innovation in product technologies also

ii ii ci

plays an important role for Siemens lri this context the effi

ciency of energy and raw iaterial as well as environnien at

sustaunabul ty of production rocesses is our focus

We designed the in our

aim to continuously improve our global production process

es The SPa is our scructureo approach designing arid opeI

stung tire production operations of Siemens iii accordan

with so ca led le ariricuplm These principles aim to cc

duce or ebmir ate activities in our business pro cmos that

add no customer value this helps us satisly the increasingly

demanding requirements of ou cusomers rahule strea cdiii

big our cost position arid thos of cu customers oinpsrd

with competitors

With the implementation ccl lean principles in our production

operations we ann to rmultane iusty ic hieve both sh srter

lead times and higher quality in ou processcs producN auuc

solutions this enables us to re ct corn more flrxibly to cur

customers demands and to increasr un delivery mc lb
bility

By now thur SPS has almeady been established ir more hi

80/i of our major production mud in inc actunuig facilitmus

worldwide

It is our strategy to ensu that ill of our roductmonu and

rnanufacturinq far ditmea apply lean principles and tha these

pninic iples are also adopt othi functions such as

administration or engmciernung tom the lotte purposi v1

have widened the rancue of our by

adding specific training program fc cinploym es cngag hi

admrrnstmatron By thc crud of fiscal 201 otal of nm

780 employees have Jo ned and sit aire thy npl

lean expert qciahfrcatmon omogam fM prod iction an d/om

administration

Outstandinq quality in our irodu ts nd olutuonu0 key suc

ccss factor for our Conip my We bc licee Siemens kno

for high in 7s business cicesse and customer prol

octs which many ccustom rs in isuden essential in rime t1 hi

their needs

0cm main objective in mm of quality is ugh custom icr sa

faction We measure custoi scm satufactuon using the Net Puc

meter Score which is diaccissed more detail below lit rum ii

audits arid assessments tocjeltuc
vutfi mm ular benchmark

help us ensure the etfectiv Ines mu fu then developmnc it of

our qciahty management Ocim qcuahtt mm nagennemu systr rn us

designed to mnect or exceed mclevant ecognmaed ii emnat ial

standards

We aim to maintain st ong cult ire cc ntunci rrnpnc

ment amid high transpanc my Tn iruspan ncy mm tI co mtc xc

nieans to mnea inure qcuality and ni be it uble 12 that end we

huavti devclopeu cornprekrrisrvr quihrty apptcis th1sqIoat

the ompany to incncase the qual ty our produ amid uo

rem sos We have dc fincd undurig sta irds in tie areas of

qcu sluty respcinsibmlitv qcualmty con troll ng rc ross gushily id

quality awareness for all Sue neru umuit.1 wanldw do
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The quality management organization is well established at all

levels of our business Some 10000 employees in our contiru

lug operations actively provide quality management and qu0 11

ty assurance within our operational units we believe that it is

particularly important to ensure that quality is measurable ad

transparent

The quality of our products and processes depends strongly in

the capabilities of our employees is

therefore an integral part of our coiporate culture Training cp

portunities are made available to all employees This applies in

particular to quality managers who as experts in their fields

must demonstrate expertise with the relevant quality tools

Professional develoonient options include web based so

lions training plans specific to particular target groups ad

on the job training We regularly expand the portfolio of our

training courses to complement traditional areas of tie

Siemens Quality Management approach Courses include tcp

ics such as quality management in projects inspections ad

audits and quality tools We develop training courses in corp

eration with experienced internal personnel and experts fir rn

univeisities arid partner institutions This approach seeks to

ensure effective transfer of expertise within the Company as

well as to and from external specialists

is an essential aspect of product quality and an

element of technical compliance For this reason product sa

ty is also strategic objective of the entire value added

ross Safe product design encompasses the safety of all prod

ruts and services developed manufactured and sold by

Siemens It involves and defines requirements for just abcut

every function in the Company arid addresses the entire lifecy

dc lrom development production and maintenance Irepair to

enhanceins nt modification until final disposal Accordingly

we consider legal requirements and relevant standards as well

as the current state of science and technology

It Il

Our Sectors Divisions Business Units and SFS have global cc

sponsibility for their business sales and results They are able

to support customers around the world directly from their me

spective headquarters especially fox large contracts and ptoj

ects However most of our customers are small and mcdi

urn 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 ow

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 selling products and

services in around 190 countries Because of our 10119 lastinq

local presence we axe often perceived as local citizens We

founded our first subsidiary in Russia in 1855 opened our first

permanent office in China in 1904 founded our Brazilian sub

sidiary Siemens do Brasil in 1905 and founded our first Indian

subsidiary in 1924

Sustainable customer relationships are the basis for our long

term success We employ structured key account manage

merit KAM approach throughout the Company to take care of

our key customers This means that we seek to tailor our prod

ucts and solutions to their size and regional site structures We

also aim to ensure that our key account managers continually

develop and niaintain relationships with them over the long

term This approach is supplemented by our Executive Rela

tionship Program In this program 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 lnedsure custonier satis

faction in every unit of the Company using the Net Promoter

Score NPS This internationally recognized arid commonly

applied managerial perfornaance indicator which we deter

mine annually on worldwide basis by means of customer sun

veys measures the referral rate of our customers The NPS for

fiscal 2013 was based on the results of more than 25200 inter

views compared to more than 24100 interviews in fiscal 2012

In fiscal 2013 our company wide NPS once again increased

compared to the previous fiscal year

To ensure the high quality and continuous improvement of our

customer support we have developed our Account Manage

went Excellence Program and our Sales Management Excellence

Program We carry out strength andwoakness analyses as well

as training and qualification measures under these programs

aiming to ensure consistently high standards in our worldwide

customer relationship management In fiscal 2013 we success

fully enlarged the number of participating Key Account Manag

ers in our RAM Certification Program to ensure high quality and

consistent standards at oum customer interfaces

An elementary component of all our global marketing arid sell

ing activities is conapliarice with applicable laws and interraal

rules arid regulations For example Siemens values and coin

pliarice are an integral part of our training program

245 cornpe octhoo Report corporate aovemar cr

Or men pro soc It ectior 289 of the

ran conorre ra code lakeovet relevarrt

info rr5tloo cod copS rat my repolt

246 Sirmeos AC Discussion on basis of

Ge mar Cci riercia ode
iso No cs cod in ard oolooq eta emend

isa cot soC dod to aI Statemo irIs

as Addit oo0 sformat on

217



Our systematic efforts to achieve customer satis action have

been recognized by outside institutions In 20H for example

Siemens ranked in lesding position in Customer Relationship

Management iii the Industrral orglomerates category of tire

SAM Dow Tones Sustai sability Index for the fourth consecutive

year ln addition our customer management is also considered

exemplary in the academic world position we strengthened

over tie past fiscal year through academic collaborations with

Columbia University University of Houston Dardan Uruverslty

of Viiginia HEC Paris arid Technical University of Munich

among others We heheve that such collaborations position

Siemens to compete foctively for sales talents hey also in

crease our social engaqeiriont in the form of training for young

people in multiple cou Itries

Our Environmental So tfolio serves as or example of how wc

strive to align ciur business activities with the aforementioned

megatiends in tins case climate change The Environmental

Portfolio consists of products systems solutions md sc rvices

Environmental Portfolio elemcnts that reduce negative un

pacts on the environment ai emissions of carbon dioxide and

othcr greenhouse gases defmed together in the following as

carbon dioxide emissions responsible for climate cli inge

In addition to its environniental benefits our Environmental

Portfolio enables us to compete successfully in attractive mar

kets and generate piefitahl growth In fiscal 2013 revenue

from continuing opemtioris froni the Environmental Portfolio

amounted to 432.3 bOSon which accounted for 43% of our rev

enue from continuing operations in this fiscal year This reve

flue iiiulunles revenue fioni newly deslcped ad additiooad

qualified elements arid cxc udes revenue from eleinients that

no longer fulfill ou qualifications

In fiscal 2010 we set ourselves revenue target for the Envi

ronmental Portfolio within tie One Siemens framework to cx

coed 440 billion in resenue from the Environrciental Portfolio

by the end of fiscal 2014 Ore to ecer and onctoing per ito ic

changes it ii ii longer hk ly that wi Wi achieve thi irget

purely with our own operations by the md of al 2014

Siemens itratcgic tocu ai techr alqie 1e cnn rg Htzceny

and cinnate and environmental protection will nevertheless re

main in place Fur fiscal yea 2011 mm ie than twri third of the

revenue horn our tnvironmnental Portfolio wire dlready go ic

ated with prodnnts and solutions to energy effi icr cy

With our iwronrnerrtal Portfoli we intl arm ong othc

things to help oar customers reduce their inbori dioxide 01

pni it cut their energy costs an irrprov their profitabil ty

through an men ease in productivity faking together al Er

merits of the Environnierital P0 tfolio that were iristallr at

customer lo atiriris since the beginning of fiscal 2002 in me

main in use today we have redud customer arhcn Iioxidc

emissions by 377 million metric Ii no in fiscal 2013 which it tire

equivalent of the following twelve crtrc combined yiarly

emissions Berlin ape Town Loi don lint Angeles Melbou

Mexico City Moscow New York rty Sao Soak Seoul Singa

pore and Tokyo

C8.71 REPORTING PRINCIPLES

We report tire revenue Inn ocr nvrmoriri ental Pcintfotio vi

annual custonic mcdufltm of dr de ir in

crated by it in accordance with intern il nerjulatioris defined ri

our Environmental Portfalic fluidu hue llmis Guideline is bud
on the Reprinting Principle of the Greenihoas has Prot ii ul

Corporate Ar counting rid teport Stan mcd revised edrtc Ii

arid the Greenhouse Gus Pr itocol ton Project Accountrrij Both

of ttiese standards are published ly tli World Rcsc aires nstr

trite WRI and the World Basin ess Council ir stannahlr

Developrn mit WBCSD

The pirncipl underlying these andards ire reievan comm

pleteness consnsteniry tranicp inc ncy amc aray arid corn 1r

vatrveness As there am eerier no icr pted irrtc nato iii

standinds or identification rind opining of co cahlcl gre

products we are engaginn in armclardraation ac.tivities with

external cirganiations hc reven generated by the wind ii

mental Portfolio is rem ognre vi comdanice with revcnun icc

ogmirtion p0 icier as dm 1cnibed in in

C872 GOVERNANCS
PROCESSES AND DEFINITIONS

The gualrfic utio of Fnvino men hi ortfol Ionic nt wSl

as their respective repor tine is baseo cmi de tried processes tO

criteria In pnimic ipl any product system ic lut on service

of Siemen ron inuniq ipemation ay qu hfy fin tIre ni

niemital Portfolio lire boOr 0% pr nIb io of Sic rue rim iii ci

imrg operations is reviewed annually qacdr ig lii gaol fir mtar
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of Environmental Portfolio elements based on the criteria

scribed below This covers the inclusion of newly developwi

elements as well as the integration of additionally qualifiad

elements where evidence of fulfillment of the quahficati

criteria was not avadable in prior reporting periods For arLli

tionally qualified Environmental Portfolio elements we report

their prioryear rove me and prior year contribution to reduc

ing customer carbon dioxide emissions on comparable basis

Elements that no longer fulfill our qualification criteria sre

excluded from our Environmental Portfolio

Prior to inclusion in tire Environmental Portfolio potential

Environmental Portfolio elements have to undergo multrlei el

internal evaluation process Our Sustainability Board annua lv

acknowledges changes in the composition of the Environmrn

tal Portfolio further task of the Sustainability Board is to

discuss potential concerns of stakeholders with regard to ii

inclusion or deletion of certain technologies in the Envirc

mental Portfolio

C8J3 CRITERIA FOR INCLUSON

OF ENVIRONMENTAL PORTFOUO ELEMENTS

An element can be product si

tem solution or service as defined above Furthermore

core component 01 system or solution may qualify as in

Environmental Portfolio element if the component provided by

Siemens is key to enabling environmental benefits resulti ig

from the systems or solutions overall application To qual fy

for inclusion in the Environmental Portfolio an element mLst

meet one of the selection criteria described below which crc

energy efficiency renewable energy or environmental technol

oqies Products systems solutions and services with plannd

application rn nulitary use or nuclear power are riot included in

the Environmental Portfolio

The criteria for energy efficiency are in

improvement in energy efficiency of 20% or more during toe

customer use phase compared to the applicable baseline or

reduction of at least 100000 nietric tons of carbon dioxile

equivalents per reporting period in the customer use phase

Examples of elements that meet the energy efficiency crc

non are combined cycle power plants and intelligent bui

ing technology systems

This criterion covers technologies rn

the field of renewable energy sources such as wind turbines

or smart grid applications arid their respective core com
nents

This criterion is related to

water ar wastewater treatment air pollution control

waste reduction recycling car infrastructure and its

core components It also includes the Siemens Consulti ig

Service which analyzes customers environmental impa

Additionally criterion for the Healthcare Sector is an envi

ronmental impaci reduction in terms of noise radiation or

total weight of at least 25% compared to the baseline

C874 BASEUNE METHODS

Energy efficiency annual customer reduction of carbon diox

ide and erivironniental 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

culatnon we focus on those elements that have material rm

pact on the overall carbon dioxide emissions reduction For

sonic 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 otim calculations are mainly based on data of the Inter

national Energy Agency lEA for gross power production arid

for grid losses on data from the Intergovernmental Panel on

Climate Change llCC for fuel based emission factors arid our

own assessments of power production efficiency For conisis

tency reasons we generally apply global emission factors for

calculating emission reductions

C873 REPORTNG ESTIMATES

The inclusion of elements in tire Environmental Portfolio is

based on criteria methodologies and assumptions that other

companies arid other stakeholders may view differently Fac

tons that may cause differences among others are choice of

applicable baseline methodology application of global eons

sion factors that may be different from local conditions use

patterns at customers that may lie different from standard use

patterns used for carbon dioxide abatement calculatioris and

expert esrmniates if no other data is available

To date there is rio applicable international standard that ap

plies across companies or qualifying products systems solu

trons arid services for environmental and climate protection or

for compiling aIid calculating the respective revenue and the

quantity of reduced carbon dioxide emissions attributable to

such products systems solutions arid senvices Accordingly

revenue from our Environmental Portfolio arid the reduction of

our customers annual carbon dioxide emissions may riot be

comparable with similar information reported by other compa

nies We report the annual carbon dioxide emissions reduction

in the period of installation of the Siemens Environmental

Portfolio element The period of installation will be deternnned
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by milestones or basod on estimated construction periods

this may differ from the timing of reve sue recognition Fur

thermore we subject evenue from our Environmental Portfo

110 and me reduction cr1 our customers annudl cerbuii diuxide

emissions to internal ocuir eniation and review requirements

that are less sophisticated thar those applicable to our finan

cial information We may change our policies for recognizing

revenue from our Envnonmr ntal Portfolio and the reduction of

our customers annual carbon dioxide emissions in the future

without prior notice

As in previous years we again omrnissioned an independent

accounting firm with lim ted assurance engagement to me

view the reported roscilts for our Environmental Portfolio for

fiscal 2033 Ilns review was conducted us accoidance with the

International Standari on Assurance Engagements ISAE

3000 Assurance Engagements Other than Audits or Reviews

of Historical Financial lnfori ration Nothing came to the atten

hon of the independent accounting firm that would cause

them to believe that the sectio Siemens Environmental Port

folio of the Environmental Portfolio Report containing the

revenue generated by the Environmental Portfolio and the an

nua ccistomem reduction of cdrbon dioxide emissions attribut

able to it has not heen prepared in all material respects icr

accordance with the dofinec reporting principles

The environme ital protection mnanagenlcnt systet dfU rcs

that our relevant productu md ofat sites must iuiplcnsen

an envimomunerital management system wlucli fulfilL the cc

quircuients of thy iotcat onalg Lec cced luO 4dl Stud

dard and also our own internal standard known an Epettlica

tions tin environment illy ompauibhi pm bet and system de

sign This inte nal standa deli te ieeciuemnent to rc doce

the environmental imnpact our produttm icid systems dunucj

the product on use and dmpoaal phase and is an itc gral part

of out businest prcicesses Jhe mm snscjemcnt cystc ni mntludes

number of ffective and imple nent icy cnvi onmen at

grams as well as set cii Sit rnemn wide environmental ui gets

We conduct regular intc mat review of our nvironrmrental

tormance acid progress in order tc create ycle of cur tim al

rmpi ovemnetit

Our corrrrnitmnent to contmual ii iprovcrnent led to two em vi

ronriental protection programs in fiscai 2017 Serve the trivi

nonment for industrial etrvinunnrmn pntm cUt arid Pioduct

Eco Excellence for pioduc ielatc mu imnien al protection

They are dr srgnmd to iirpmcivc enemgy and mesource elf ciei

to ful ill gmowinm international nequmremnem ts with regard ii

vmnonmental protection to niece custonier benefits and

proactively strengthen our uosition ustau able com auy

Baseu ciii cciitiuhned mdetl uvuonniriital bat inC to as

ocu improvement efforts the product mm ated and mdi stnial

environmental protection mc qcun rients that red to be met

C882 INDUSTRAL ENVRONMENTAL PROTECTION

Our mndustn al environmental protection efforts focus on pti

nuzing energy and mc source efficim tic at our sites With he

progm mr wr are conic ott ht

following Smemneus wide niaini tamoets

to continue our systm matic eftom to unpmovm energy

efficiency and therm fy at breve onn spo idu mpcuvcmemt

in our cannon dioxidc efficiency

to improve the waste effi ienty ich year try 1% iii 1201

arid

to reduce waste for dmspm sal ea yr an by 1t/ unti 20

C881 ENVRONMENTAL PROTEC11ON

Tu mmreet todays global olugical challenges responsibly

Siemens has comprehensive EHa Envrm ummnie miLd Piotectium

Health Management and Safety management system the

process requirements if this management systerni help our op

crating units comply with applicable laws regulatiotis and

customer equimemnenits satisfy our corporate nequimenrents

properly arid achieve our Siemens wide envinonirrental targets

Furthermore Siemnmns ntmnues with he watcm msk man ice

mend approach we developed mc seal 201 In It atmons whi

there ire particular water mm ks cxci nple is ci mesul of an

ity high waste watet loads pu ly develr ped tec hint nlr

sti ucture tire lctcal sites deed to 2e to icite

cal conditions us nieetmng thu tang mffec tmvey nrc vim

risks am Or gdtmve rmnpu on hc nvimunmmmerrt nully un

Serve the nvmnonmneul program ilso addresses arm pullcitmor

by seekinri altenmratmvc solci runs for my ciiorrc depIct rg
oh

stances still in legally pe nnmssible cmvi Ihe gc senimno of
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balance sh ets for ozone depleting solvents oven those we

use in quantities below statutory minimum thresholds is re

of our measures for educing air pollution We measure prc

ross toward achieving our Serve the Environment progrm

tarqets by aggregating the results of measures implemented

locally at our sites

We calculate our performance indicators for all office and

duction sites of environmental relevance using environmen al

data gathered quarterly We calculate environmental perl

mance on portfolio adjusted basis This approach enables us

to survey and compare our environmental performance er

time regardless of acquisitions and disposals We use sinqie

indicator which incorporates weighted calculations related to

the primary fuels consumed in generating the energy used at

our sites Tlns indicator takes into account the amount of en

gy used to extract convert and distribute the fuels consumc

Fossil energy sources receive higher primary energy fac or

than renewable energy sources Siemens sites can accordingly

increase their energy efficiency and reduce their impact an

natural resources by strategically adjusting their choice of in

orgy sources

We achieved the targets we set ourselves in fiscal 2013 Due to

the weaker business we were unable to maintam the level of

energy and waste efficiency reached iii fiscal 2012 By imple

mnenting several measures for waste disposal reduction

reasonable energy procurement the waste disposal ratio and

CO2 efficiency were almost maintained at the level of fiscal 2012

C883 PRODUCT-RELATED

ENVIRONMENTAL PROTECTON

The major focus of proc uct related environmental protection is

to improve he overall environmental performance of our prod

ucts and systems We define mandatory requirements in cur

internal environmental standard to reduce the environmental

impact of our products and systems during the product devol

opment production use and disposal phases The

proqnam supports our businesses to fulfill

these requirements Additionally the program aims to bet or

piepare the operating units for future regulatory and customer

requirements to strengthen environmental communication

and to broaden environmental awareness among our employ

ees The main elements of the program are

Being committed to continuously improve transparency ne

garding declarable substances particularly in purchased

parts and components To gain transparency we provide

list of declarable substances LoPS comprising substances

that are restricted in use dire to regional or application spe

cific regulations or due to potential health and enivinonmen

tal risks posed by these substances themselves and in the

manufacture use and disposal of products containing them

We strive for an improved basis for assessing the environ

mental impact of our products and ensuring that our cus

torners requirements in the respective target markets are

met This also supports closing material cycles cradle to cra

die which is becoming an increasingly important topic as

global market demands

To develop methodology for better assessing risks such as

environmental toxicological and future availability risks as

sociated with used substances and materials The results are

the basis for substitution decisions within product develop

mont We have developed the methodology and will roll it

out as part of the environmental program We intend to yen

fy the potential of the methodology using pilot projects

To establish harmonized procedure for determining the

ecological footprint of our products whose coverage we

want to further increase In order to determine and evaluate

tire ecological footprint of our products and systems we

have adopted the requirements of international life cycle as

sessment LCA standards ISO 14040 and ISO 14044 The as

sessment results are the basis of our environmental product

declarations EPD which our customers rely on for reducing

their own environmental impact

Excellent employees are one of Siemens vital strengths They

have made Siemens what it is today and their expertise capa

bilities and high level of engagement are laying the foundation

for our future success To stay competitive we need to contmn

uously win arid retain the best and brightest employees world

wide As an employer of choice we empower our diverse and

engaged people worldwide with high performance culture
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time particularly in Germany we are expanding the availabili

ty of childcare options near the Company sites such as nurser

ies daycare centers and childrens after-school centers tak

ing local conditions into account

C.8.9.2 TALENT ACQUISITION

AND EMPLOYEE DEVELOPMENT

Attracting contacting hiring promoting and systematically

developing the best employees worldwide for Siemens that

is our goal in Thlent Acquisition and Employee Development

In order to meet our requirements for qualified staff we attract

new talent to Siemens and also work on retaining our existing

workforce for the long term To attract new talents Siemens

has wide array of programs in place With the Siemens Ad
vanced Program for example we attract highly-qualified

bachelor graduates to become future technology experts for

the Company The Siemens Graduate Program SGP on the

other hand prepares talented graduates for future manage
ment tasks within the Company

The Performance Management Process PMP helps leaders and

employees determine clear personal goals and share the feed

back necessary to achieve them The process also supports us

in setting compensation providing professional development

opportunities and identifying talents throughout the Company

To reflect the focus on high-performance within Siemens our

compensation system for our top executives and senior man

agement worldwide includes variable component

C.8.9.3 LEARNING AND CONTINUING EDUCATION

We encourage our employees at all locations to develop their

qualifications and expertise In fiscal 2013 we invested around

265 million for continuing education without travel experts

es which equals about 670 per employee The expenses in

clude courses and training programs both for individual em
ployees and for entire company units

Siemens Learning Campus and Siemens Leadership Excel

lence two corporate-level organizations are responsible for

implementing the global learning portfolio Siemens Learning

Campus offers regional learning opportunities to employees in

all countries ranging from courses for employees and manag

ers through tailored training programs and services for

groups to solutions for entire organizations Siemens Core

Learning Programs promote the systematic development of

our employees and are tailored to the daily business challeng

es faced by employees in specific areas such as sales project

management procurement development or production In

fiscal 2013 we introduced new programs for customer services

and quality management in projects The Siemens Leadership

Excellence programs prepare leaders at the highest levels of

the organization for their future responsibilities

Siemens continues to be one of Germanys largest providers of

professional education for secondary school graduates 7000

places for Siemens trainees and 2800 places for trainees from

other companies As in previous years we again made 10% of

our trainee positions available to disadvantaged youths In ad

dition we offered for the second time professional education

according to the German system which is benefiting 31 school

graduates coming from twelve European countries

C.8.9.4 SIEMENS EQUITY CULTURE

Siemens established its first employee share program in Ger

many as early as 1969 Building on this successful program in

Germany Siemens decided in 2008 to extend employee and

management participation Today Siemens offers approxi

mately 95% of its employees in 60 countries the opportunity to

acquire Siemens shares with the Companys financial support

The Share Matching Plan is based on simple principle Em
ployees participating in the plan will receive 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 The main idea of the plan

has always been to make stock ownership available to employ

ees at all income levels

We are convinced that empowering employees with shares

motivates them to assume greater responsibilities and helps

them identify more closely with the company they work for

fundamental prerequisite for the sustainable development of

Siemens

C.8.9.5 EMPLOYEE RIGHTS AND RELATIONS

TO EMPLOYEE REPRESENTATIVES

Fair-minded collaboration among Company management em
ployees and employee representatives plays central role at

Siemens As one of the largest corporate employers in Ger

many and worldwide we are committed to our social respon

sibility
and respect and uphold the fundamental rights of our

employees which already apply worldwide and are firmly

anchored in our Business Conduct Guidelines Underscoring

this commitment Siemens the Siemens Central Works Coun

cil the German trade union IG Metall and the global industrial

union IndustriAll have signed an international framework

agreement on the principles of corporate responsibility
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C.8.9.6 OCCUPATIONAL SAFETY

AND HEALTH MANAGEMENT

Occupational safety and health management are key elements

of our companys sustainable 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

Promote culture of safety In the past occupational safety

was often characterized by focus on technical protective

measures an approach which achieved considerable success

We are convinced however that further improvement can be

achieved only through an actively practiced occupational safe

ty culture and optimum working conditions in every country

and for all Siemens employees as well as those of our contrac

tor partners Both as company and as individuals we are re

sponsible 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 sustainability however only through global and

consistent approach

Our customers suppliers and regulatory authorities expect

high safety standards from us Safe behavior is governed not

only by complying with laws regulations and procedures but

also by the personal values of managers and employees

Therefore Siemens launched the Zero Harm Culture Siemens

Program in fiscal 2012 to improve our safety performance It

contains three principles

Zero incidents it is achievable

Health and safety no compromises

We take care of each other

We always start by analyzing the current status and the safety

situation locally to get an overview of the needs for improve

ment and further activities Involving the management at

very early stage guarantees the importance and sustainability

of the program Global sharing of best practice and exchange

of experience ensures further sustainable progress Our aim is

to learn from positive examples and to change attitudes and

behavior supporting our goal of sustainable development by

taking ambitious action

In fiscal 2013 the overall number of fatalities was lower than in

fiscal 2012 We attribute that to the numerous and consequent

actions and specific initiated projects An implemented pro

cess for the assessment of suppliers is supporting these activi

ties Furthermore Supply Chain Management and Sectors have

developed collaborative plans to improve the EHS profile of

suppliers Regrettably we report five work-related fatalities of

Siemens employees and ten work-related fatalities of contrac

tors in fiscal 2013 In the previous year there were four fatali

ties involving Siemens employees and 15 involving contractors

Promoting health Siemens has established high standard

of occupational health and safety to avoid work-related health

risks and promote employees health with sustainable ap

proach 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 em

ployees through range of activities governing the five topics

of healthy work environment psychosocial well-being physi

cal activity healthy nutrition and medical 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
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The Siemens Business Conduct Guidelines provide the ethical

and legal framework within which we conduct our business ac

tivities Our compliance system aims to ensure that all our world

wide business practices remain within this framework as well as

in compliance with applicable laws To serve this purpose our

compliance system includes three pillars prevent detect and re

spond We are continuously working on further strengthening

compliance in the Company and to continue our efforts in com

bating corruption together with other market participants and

governmental organizations Collective Action

The Compliance Risk Assessment CRA process in use as of

fiscal 2012 requires the CEOs and managers in the Company

to systematically determine and assess the compliance risks to

their units together with the responsible Compliance Officer

on an annual basis These analyses have been performed for all

operating units of the Company in fiscal 2013 and have been in

corporated into the compliance risk analysis at group level

which aims to determine systematic and globally recurring com

pliance risks to the Company as promptly as possible As well as

the CRA results this analysis of the overall compliance risk at

group level takes into account for example the assessment of

compliance controls and results of case-related investigations

Relevant risks are reported to the Siemens Enterprise Risk

Management ERM and measures to reduce the risks are

drawn up and implemented

The Ask us help desk encourages our employees to ask their

compliance-related questions Employees submitted 416 inqui

ries to the help desk in fiscal 2013 We believe the decline from

1009 inquiries in fiscal 2012 is due to improvements made in

our processes and to increasing knowledge and understanding

of compliance policies and processes among Siemens employ

ees Furthermore all employees can pose questions directly to

the compliance officer responsible for their unit

The Tell us help desk and the Companys ombudsman are two

secured reporting channels that can be used by our employees

and external stakeholders to report violations of external and

internal rules These reports are passed on to our Compliance

Organization Furthermore possible misbehavior may also be

reported directly via the Managing Board or via supervisors to

the Compliance Organization particularly to the Compliance

Officers in our individual company units Our employees requ

larly make use of this reporting channel As consequence we

have decided to report the total number of compliance cases

requiring further inquiries or investigations reported through

all mentioned reporting channels from fiscal 2013 FY 2013

908 previous fiscal 830

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

Action 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 million was presented to the World Bank in March

2013 On June 27 2013 Siemens started the second funding

round it is intended to fund up to 25 projects with total fund

ing volume of up to US$30.0 million

On October 12 2012 the Company received the Year Four Re

port from the Compliance Monitor Dr Theo Waigel whom

Siemens had engaged as part of the settlement reached with

the U.S Securities and Exchange Commission SEC and the

U.S Department of Justice DOJ in December 2008 The Morn

torship has ended after the full implementation of all Monitor

recommendations as was set forth in the settlement with the

U.S authorities four years after the settlement date on Decem

ber 15 2012

We have system of four compliance priorities to further de

velop and improve our compliance system

Stand for Integrity Our aim is to further encourage business

management responsibility for compliance and to continue

promoting responsible business practices in our markets

with Collective Action and the Siemens Integrity Initiative

Committed to Business We want to leverage the Compliance

system to support sustainable growth and as competitive

advantage

Manage RiskAssurance We continue to develop the com

pliance risk management and to provide reliable assurance

for our business entities

Focus on Efficiency We focus on increasing the efficiency of

compliance operations and collaboration

These priorities have guided our activities in fiscal 2013 These

included the compliance risk assessment covering all Siemens

operating units the further implementation of the anti-trust

compliance program and measures to improve the efficiency

of compliance within the Company Furthermore we have in

troduced new type of in-person compliance training focusing

on strengthening the responsibility and leadership by example

of our managers for Compliance

246 Cli Siemens AG Discussion on basis of

German Corismercial Code

250 17 Notes and forward-looking statements

253 Consolidated Financial Statements

357 Additional Information

225

245 10 Compensation Report Corporate Governance

statement pursuant to Section 289a of the

German Commercial Code Takeover-relevant

information and explanatory report



Due to the progress made with improving the efficiency of

compliance and the decision to allocate the responsibility for

Data Privacy to the compliance organization we have updated

the compliance priorities effective from fiscal 2014 as follows

Compliance priorities effective FY 2014

These compliance priorities will guide our activities for fiscal

2014

C.8.11 Corporate citizenship

Siemens is committed to providing long-term benefits to the

societies in which we operate through corporate citizenship

activities These activities can take variety of forms ranging

from philanthropic disaster relief to more strategic shared value

or inclusive business approaches like our mobile clinics in India

The responsibility for choosing and carrying Out charitable ac

tivities lies with the local units in each country This ensures

that we provide support where it is needed most In doing so

we apply high management standards and strategically focus

our corporate citizenship activities in areas where our compa

ny competencies resources and employee volunteering can

make meaningful difference

Education and Science Our goal is to maintain continuous

dialogue with young people and to identify and foster talent

from an early age on We support educational and research

activities particularly in natural sciences engineering and

healthcare

Social Projects in this area aim to bring about systematic

and lasting improvement in peoples living conditions In

addition we provide urgent humanitarian relief including

financial and technical assistance after natural disasters

Environment We want to make an effective contribution

towards protecting the environment particularly through

our core competencies and raise environmental awareness

among younger generations

Arts and Culture We support Arts and Culture because

societys cultural heritage is key aspect of its identity

The Siemens Stiftung The Siemens Stiftung wants to em
power people to actively contribute towards solutions to social

challenges It focuses on holistic non-business-related trans

ferable projects and models in sub-Saharan Africa Latin Amer

ica 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 co

operates with the other five corporate foundations established

by the Company in Argentina Brazil Columbia the United

States and France
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C.9 Report on expected developments

and associated material opportunities and risks

C.9.1 Report on expected developments

C.9.1.1 WORLDWIDE ECONOMY

In 2014 we expect global GDP growth to accelerate moderately

to 3.2% using our own calculations based on IHS Global In

sight forecasts Unlike in recent years we expect growth in

industrialized countries to pick up more strongly than in

emerging markets GDP in industrialized countries is expected

to increase 2.0% which is 0.9 percentage points more than in

2013 Main drivers of the anticipated acceleration are the

strengthening of the U.S economy stabilization in European

countries that are strongly affected by the sovereign debt cri

sis less drag from fiscal consolidation policies and the contin

uation of accommodative monetary policies GDP in the

emerging countries is forecast to expand 5.3% which is 0.7

percentage points more than in 2013 Downside risks include

renewed escalation of the federal budget stalemate in the U.S

at the beginning of calendar 2014 resurgence of the Euro cri

sis and an intensification of balance-of-payments problems

and exchange rate devaluations in some emerging countries

e.g India Indonesia which could spread more widely In ad

dition poor execution of U.S central bank tapering of its ex

pansive monetary policy could exacerbate capital flight from

emerging markets and add additional stress for these coun

tries Although downside risks are not negligible they can be

contained through responsible political action Hence we be

lieve that the upside potential for 2014 GDP growth dominates

the outlook Increasing economic activity is expected to sup

port investment spending production and value added in the

manufacturing sector all of which were dampened by political

and economic uncertainty and lack of demand in the last

few years Therefore for the global economy we expect fixed

investment to grow 5.2% in 2014 and value-added mariu

facturing 4.0%

For Europe the most severe problem is the unsustainable high

unemployment in the countries most affected by the sover

eign debt crisis Besides causing political uncertainties it weighs

heavily on private consumption and investment activity How

ever structural reforms to regain lost competitiveness seem to

bear fruit particularly since the spring quarter of 2013 Labor

costs are failing and export performance is improving For ex

ample surveys of consumer and business sentiment for the

Euro zone recently hit two-year highs But even as financial in

stitutions and private households reduce their debt levels and

governments keep on balancing their budgets growth is ex

pected to remain subdued for longer period of time nota

ble exception is Germany The countrys unemployment rate is

on very low level historically incomes are rising the housing

market is gaining momentum after years of stagnation and

monetary policy is very expansionary given the good shape of

the German economy Hence we expect the countrys GDP to

grow 1.8% in 2014 full percentage point more than in the

whole Euro zone GDP for the region Europe C.I.S Africa and

Middle East is expected to expand 2.1% in 2014 We expect val

ue-added manufacturing to show nearly the same growth rate

while fixed investment shows stronger growth of 3.3%

As with the fiscal cliff situation last year GDP development in

the Americas will depend on the handling of the U.S federal

budget and dbt ceiling In the months leading up to October

2013 the political parties for long time failed to reach

agreements on these issues Accordingly the government had

to shut down many of its services for 16 days Even more worri

some was the potential that the U.S would have to default on

certain government bonds if the debt ceiling were not raised

Although these consequences were averted due to an agree

ment at the last moment the solution of the underlying prob

lems were only postponed The agreement allows the govern

ment to stay open until mid-January and the debt ceiling to be

raised only until February 2014 Before these deadlines the

parties have agreed to develop budget plan for the next ten

years For U.S and global GDP growth to continue their posi

tive development in 2014 it is essential that permanent agree

ments can be reached without further uncertainties Assum

ing such an outcome the outlook for the U.S economy is posi

tive Indeed economic activity was already regaining speed in

2013 which was supported by recovering real estate sector

higher household wealth and improving bank lending condi

tions With monetary conditions remaining favorable real

estate and business investment should pick up in 2014 and

contribute to accelerating GDP growth In Brazil we expect the

current reacceleration of growth to reach moderate pace in

2014 contributing positively to economic dynamics for Latin

America In the Americas region overall fixed investment

spending is expected to grow 5.1% in 2014 faster than GDP and

value-added manufacturing which are expected to expand

2.7% and 2.9% respectively in 2014

As in recent years Asia Australia leads the other world re

gions in the rate of GDP growth In China recent data on eco

nomic activity suggest continuation of the modest reacceler

ation which started in mid-2013 supplemented in 2014 by

small government stimulus program We expect GDP in China

to grow roughly 8% in 2014 The governments actions in the

past demonstrated its commitment to provide mild stimulus if

annual growth appears to be falling below 7.5% Several down

side risks remain for the next year First the governments ef

forts to rebalance growth away from investment toward con

sumption might fail and curb economic activity too strongly
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Second risks in the financial sector remain in particular in

shadow banks due to high indebtedness of households and

municipalities However both risks should be manageable

which leaves room for the modest recovery to continue In con

trast difficulties in the Indian economy are more severe Inter

national capital flows have reversed heading out of the coun

try and caused continuing depreciation of the Rupee Togeth

er with the inflation rate already on high level the central bank

was forced to tighten monetary policy although economic activ

ity slowed considerably in 2013 Hence restrictive financial con

ditions and unresolved supply-side restrictions e.g heavily reg

ulated product and factor markets and an insufficient infrastruc

ture weigh on growth in the near term Nevertheless due

mainly to increasing momentum in China and Japan we expect

GDP growth for the Asia Australia region to increase to roughly

5% in 2014 We expect fixed investments and value-added man

ufacturing to expand even more at roughly 6% each

All in all we anticipate that global economic activity should im

prove in 2014 While the risk balance looks better than last year

which included the threat of partial break-up of the Euro zone

with possible ramifications for world financial markets signifi

cant risks remain for the world economy Assuming U.S politi

cal parties achieve lasting solutions for the federal debt and

budget we do not see comparable high-impact risks at the mo
ment that could endanger global growth prospects Favorable

monetary conditions and significant backlog in investment

spending provide solid basis for the global economy in 2014

C.9.1.2 MARKET DEVELOPMENT

In fiscal year 2014 we expect Energy Sector markets to contin

ue on moderate growth path including slightly stronger

markets for all Sector businesses compared to fiscal 2013 Gas-

fired power plants and wind-farms both onshore and of

shore are expected to show the most growth

Effective with the beginning of fiscal 2014 the Fossil Power

Generation Division and the OilGas Division were combined

into single Division Power Generation Within the markets

served by the Power Generation Division we overall expect

gas-fired power generation to grow more strongly than coal-

fired power generation due to various factors One is the

increased need for highly flexible peaking and intermediate

duty such as to compensate for the fluctuating power genera

tion associated with renewable energy sources such as sun

and wind Stricter carbon emission regulations will also favor

natural gas over coal The general drivers for market growth

are expected to remain in place economic growth and the

increasing need to replace older mainly coal-fired units in

industrialized countries Growing environmental awareness

increases the demand for environmentally friendly technolo

gies such as highly efficient power plants and CO2 reduction

techniques We expect growth in fossil power generation mar

kets to be fueled by moderately growing demand for large gas

power plants following low level of demand in fiscal 2013

We believe that the observed trend towards larger and more

efficient generation units is going to continue On regional

basis growth is expected to come primarily from the U.S and

the Middle East while demand in Europe and Asia remains rel

atively stable compared to fiscal 2013 Political developments

in the Middle East and economic instability in Europe continue

to pose downside risk Growth in the Divisions industrial

power generation markets is expected to come from small-

scale combined-cycle power plants We believe that oil and gas

markets will be fueled by the growing compression and solu

tions businesses Compression markets are expected to grow

moderately year-over-year especially in Russia and the Middle

East We expect growth in the solutions market in North Amer

ica the Middle East and in parts of Western Europe

Markets served by our Wind Power Division are expected to be

stronger in fiscal 2014 compared to fiscal 2013 We believe

growth will come from the continued pick-up of the offshore

market and continued moderate growth in the onshore market

Potential changes in regulatory frameworks in key markets such

as Germany and the U.K could limit growth in the offshore mar

ket We expect the onshore market in fiscal 2014 to be especially

strong in the U.S where investors are expected to initiate new

projects in order to capture the benefits of tax incentives before

they expire This is expected to more than offset slightly declin

ing onshore markets in Western Europe North-East Asia the

Middle East and Africa We expect overall stability in the Asia

Australia region We also expect intense local competition par

ticularly in China which is the largest national wind market in

the world Further growth in China is supported by ambitious

government targets for renewable energy But because most of

this market has low technical requirements only fraction of it

can be addressed by the Wind Power Division

The markets of our Power Transmission Division are also ex

pected to grow slightly compared to fiscal 2013 While trans

former markets are expected to remain stable we believe the

markets for high-voltage products and transmission solutions

markets will be moderately stronger Growth in transmission

solutions is expected to come mainly from the Middle East and

the U.S for high-voltage direct current electric power trans

mission systems and flexible alternating current power trans

mission system and from North-West Europe for grid access

In fiscal 2014 we expect continued moderate growth in the

markets served by our Healthcare Sector We expect emerging

markets to outgrow markets in industrialized economies as

healthcare systems in the latter countries address cost pres

sures and governments continue to address high sovereign
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debt levels particularly in large parts of Europe Industrialized

countries especially those more reliant on government health-

care expenditures are expected to continue to focus on im

proving the efficiency of healthcare and on slowing the growth

of healthcare spending thus driving demand for cost-efficient

and high-throughput products and solutions As result of U.S

healthcare reform we expect small but increasing share of

healthcare spending being linked to medical outcomes in an

attempt to drive efficiency and curtail costs In emerging mar

kets we expect continued strong demand in particular for

entry-level products and solutions as these countries build up

their healthcare infrastructure to provide their populations with

affordable access to modern medical technology including in

rural areas Rising disposable income of private households also

contributes to growing demand for healthcare solutions in

these markets Growth in the Asia Australia region is expected

to be driven by double-digit growth rates in China in an increas

ingly competitive environment with international and local ven

dors We expect that growth in the Americas will be supported

by moderate growth in the U.S in market characterized by

continuing implementation of healthcare reform consolidation

among providers and increasing alignment between hospitals

and ambulatory care providers We expect the overall market for

the Europe C.I.S Africa Middle East region to recover only

slightly particularly due to ongoing austerity programs in

southern Europe For the healthcare market overall we anti

cipate that the trends towards entry-level solutions higher

efficiency and focus on patient outcomes will continue

Following stabilization at the end of fiscal 2013 we expect

some of Industry Sectors markets to show signs of recovery in

the second half of fiscal 2014 We assume that the recovery

will be stronger for process automation solutions than for dis

crete automation Overall we expect markets served by our

Industry Sector to grow slightly in fiscal 2014 year-over-year

For the Sectors industry-specific markets we anticipate slicht

growth in consumer-related industries such as pharmaceuti

cals chemicals and food and beverages and also in the ma
chine building and infrastructure industries The automotive

markets are anticipated to continue to grow in fiscal 2014 but

at slower pace than in fiscal 2013 Within the pharmaceutical

industry we expect demand to be driven by customer invest

ments in increasing production Within the chemicals indus

try we expect growth in petrochemicals and basic chemicals

in emerging markets Within the food and beverage industry

we anticipate the highest growth rates coming from emerging

markets We believe that demand within the machine building

industry will benefit from the continuing trend toward integra

tion of product design and product lifecycle management

Within the automotive industry we expect growth to come

predominately from major manufacturers and suppliers in the

larger emerging countries and the U.S as these companies

invest to increase efficiency and productivity along their entire

value chain Metals technologies markets are expected to de

cline year-over-year

On geographic basis the strongest growth for Industry is ex

pected to come from Asia and the Americas The Asian markets

are dominated by the economic development of China which

is undergoing transformation from an investment-driven

market towards more consumption-driven market While this

transition presents longer-term opportunities overcapacities

and structural barriers to reform in the near-term limit the

pace of expansion and modernization in Chinas manufactur

ing sector Growth in the Americas is heavily influenced by de

velopments in the U.S which are uncertain due to political

regulatory and economic factors The downturn in industrial

markets in Europe appears to be coming to an end and cus

tomer capital expenditures are expected to stabilize according

ly Central and Eastern Europe should show some growth as

the current level of industrial investment still offers potential

for expansion Within Europe we expect only modest industri

al investment in Germany which is strongly dependent on the

development of its main export markets such as China the

U.S and other European countries

In fiscal 2014 the short-cycle manufacturing markets served

by our Industry Automation Division are expected to benefit

from stabilizing demand following de-stocking by customers

in fiscal 2013 Overall we do not expect recovery in the markets

for our short-cycle businesses until late in fiscal 2014 We an

ticipate that the market for industrial IT will grow faster than

the Divisions markets overall

The long-cycle industry markets served by the Drive Technol

ogies Division are expected to grow more slowly or decline

such as in the mining and oil and gas industries where cus

tomers are expected to postpone or cancel new projects due to

lower raw material prices Markets in the pulp and paper in

dustry are expected to decline

We expect worldwide markets for solutions provided by the

Infrastructure Cities Sector to grow moderately in fiscal

2014 We expect this growth to stem largely from rail markets

driven by large contract awards We further expect market

growth for the Sector overall to begin to benefit from recov

ery in the nonresidential construction markets towards the

end of fiscal 2014 In contrast we anticipate that markets for

power grid solutions and products will show little or no growth

compared to fiscal 2013

Markets served by the Transportation Logistics Business

are expected to grow moderately in fiscal 2014 fueled by large

contract awards as mentioned above particularly in the U.K
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Saudi Arabia and South Africa Even so we expect that market

growth will be driven by the Asia Australia region Overall the

markets for products solutions and services for transportation

and logistics are driven largely by public spending arid hence

are independent of short-term economic trends In some coun

tries especially within emerging markets we see tendency

to prefer local suppliers In some European countries we are

observing trend of customers trying to increase competition

by using multi-supplier strategies We expect continued strong

demand for metro and light rall as well as for technologies to

reduce energy consumption and operating costs The locomo

tive market is still held back by austerity programs in number

of countries We expect that innovative value-added services

offerings such as IT and remote services will support market

growth in coming years

Markets served by our Power Grid Solutions Products Busi

ness are expected to show llttle or no growth in fiscal 2014

While we anticipate general recovery of the non-residential

construction market particularly in the U.S there is usually

lag time of three to four quarters before orders for electrical

installations materialize and our Business begins to participate

in such growth As for industrial markets we expect that the

development will be burdened by declining investments in the

mining industry Similarly investments by power supply com

panies are anticipated to be held back by regulatory restric

tions in some countries and by austerity programs in others

particularly in Europe As at Transportation Logistics we see

tendency in some countries especially within emerging

countries to prefer local suppliers

The markets for our Building Technologies Division are ex

pected to grow moderately in fiscal 2014 While we expect solid

growth in non-residential construction there is similar to

Power Grid Solutions Products usually lag time of three to

four quarters before the Division begins to participate in such

growth On regional basis growth is expected to be driven

by the Asia Australia and the Americas regions Within Europe

C.I.S Africa Middle East we anticipate growth in the Middle

East while the development in Europe is expected to be chal

lenging due to the economic situation in some southern and

western European countries and weak public investment due

to austerity programs

SFS business is geared to the Siemens Sectors and their mar

kets and therefore provides support to the operating business

of Siemens As such SFS is among other factors influenced

by the overall business development of the markets served by

the four Sectors

C.9.1.3 SIEMENS GROUP

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 for

the next fiscal year

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 2014 Given that Siemens is net

exporter from the Eurozone to the rest of the world weak

Euro is principally favorable for our business and strong

Euro is principally unfavorable During fiscal 2013 the average

exchange rate conversion for our large volume of US$-denom

mated revenue was US$1.31 per Euro In the latter part of the

fiscal year the Euro increased in strength As of the end of the

fiscal year the US$ exchange rate was US$1.35 per Euro

Through adaptation of our production fadllities during the

past we have improved our natural hedge on global basis

In addition we have already systematically addressed the

remaining currency risk in our export business activities for

fiscal 2014 see -3 NOTE 31 in --3 D.6 NOTES TO CONSOLIDATED

FINANCIAL STATEMENTS We expect these steps to help to limit

effects on income related to currency in fiscal 2014

We expect Siemens 2014 our company-wide program for im

proving profitability in our Sectors through cost reduction

strengthening core activities improving our go-to-market set

up optimizing our corporate infrastructure and simplifying

our governance will contribute positively to growth in Net

income and corresponding basic earnings per share EPS

This outlook excludes impacts related to legal and regulatory

matters

Revenue growth

We expect that in fiscal 2014 revenue on an organic basis ex

cluding currency translation and portfolio effects will remaln

near the prior-year level as markets for Siemens overall are ex

pected to remain challenging in the next fiscal year These

challenges are expected to be particularly evident in short-cy

cle businesses where we do not anticipate recovery until late

in fiscal 2014 On the other hand we expect stabilizing effect

on revenue from conversion of our order backlog defined as

the sum of order backlogs of our Sectors which totaled 100

billion as of September 30 2013 From this backlog we expect

to convert approximately 40 billion of past orders into current

revenue in the next fiscal year Within this amount for fiscal

2014 we expect approximately 21 billion in revenue conver

sion from the 54 billion backlog of the Energy Sector approx
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imately 10 billion in revenue conversion from the 29 billion

backlog of Infrastructure Cities approximately billion in

revenue conversion from the 10 billion backlog of Industry

and approximately billion in revenue conversion from the

billion backlog of Healthcare For fiscal 2014 we expect that

orders will continue to exceed revenue leading to book-to

bill ratio above

Overall we assume growth in revenue from emerging mar

kets which accounted for 34% of total revenue in fiscal 2013

to be largely offset by lower revenue from industrialized

countries

In fiscal 2010 we set ourselves the goal to increase revenue

from our Environmental Portfolio to more than 40 billion in

fiscal 2014 In fiscal 2013 revenue from our Environmental

Portfolio was 32 billion Due to recent and ongoing portfolio

changes particularly including the spin-off of OSRAM and the

disposal of our Water Technologies Business Unit it is no lon

ger likely that we will achieve this target purely with our own

operations by the end of fiscal 2014 Siemens strategic focus

on technologies for energy efficiency and climate and environ

mental protection will nevertheless remain in place

Profitability

For fiscal 2014 we anticipate that basic EPS from Net income

will increase by at least 15% compared to 5.08 in fiscal 2013

This increase is calculated on base of 843 million shares

which was the actual number of shares outstanding as of

September 30 2013 We expect that this increase will come

predominantly from growth in Net income In addition we

expect EPS growth to benefit modestly from our previously

announced plan to repurchase Siemens shares in volume of

up to billion within the next up to 24 months

Our forecast for basic EPS growth in fiscal 2014 is based on

number of additional expectations and assumptions As men
tioned above we forecast organic revenue near the level of fis

cal 2013 which means we do not expect positive influences on

profit development from economies of scale We assume pric

ing pressure across our businesses of around 2.5% to 3.0% in

fiscal 2014 which will also hold back profit development and

upward pressure on costs from wage inflation of around 4% on

global basis Finally we anticipate that our tax rate in fiscal

2014 will be slightly higher on the assumption that we will

generate greater share of profit in higher-tax jurisdictions We

expect that these factors will be offset by significant positive

developments particularly including steep decline in charges

compared to fiscal 2013 which included 1.3 billion in im

pacts for the Siemens 2014 program Furthermore we expect

substantial productivity benefits from the program continued

progress with reducing costs in our supply chain and more

favorable revenue mix in some businesses due to portfolio

measures and selective ramp-down of lower-margin activities

We expect Total Sectors profit in fiscal 2014 to benefit from

implementation of Siemens 2014 At the end of fiscal 2013 we

were ahead of schedule with regard to identifying and

implementing the measures within the program aimed at sus

tainably improving our productivity As result we took the

great majority of the charges we expected under the program

within fiscal 2013 totaling 1.3 billion With only some supple

mental charges for the program in fiscal 2014 and with most of

the programs productivity gains expected to materialize during

the year we expect substantial increase in Total Sectors profit

year-over-year and that Total Sectors profit margin will rise to

9.5% to 10.5% We assume that all Sectors will contribute to the

Total Sectors profit margin improvement except for Healthcare

which already achieved very high margin level in fiscal 2013

due to execution of its Agenda 2013 initiative We assume that

pricing pressure will be modestly higher for Healthcare and En

ergy than for Infrastructure Cities and Industry

As part of One Siemens our framework for sustainable value

creation we have defined adjusted EBITDA margin corridors

for the respective industries of our four Sectors which the Sec

tors seek to achieve and maintain throughout the entire busi

ness cycle 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% With anticipated improvements

in Total Sectors profit we expect that all Sectors will be in their

respective margin corridors in fiscal 2014 with Infrastruc

ture Cities reaching the low end of its target range

Anticipated improvements within Total Sectors profit are ex

pected to be partly offset by results outside the Sectors and

within discontinued operations Within Equity Investments

we expect profit of approximately 100 million in fiscal 2014 In

fiscal 2013 profit of 396 million benefited strongly from the

sale of our stake in NSN

We expect SFS to continue successfully executing its growth

strategy which drove higher interest result in fiscal 2013

compared to the prior year With continued growth in fiscal

2014 we anticipate profit of SFS to be above the prior-year

level of 409 million Within One Siemens we set target

range for return on equity or ROE after tax for SFS of 15% to

20% We expect that SFS will continue to reach this range in

fiscal 2014
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We anticipate that SRE will continue with real estate disposals

depending on market conditions We expect results from

Corporate items and pensions in fiscal 2014 to be approximate

ly negative 1.0 billion and profit related to Eliminations

Corporate Treasury and other reconciling items to come in at

about negative 200 million

In the next fiscal year we expect no material impact on Net

income from discontinued operations For comparison discon

tinued operations in fiscal 2013 resulted in income of 197 mil

lion due mainly to OSRAM which we spun off at the end of

fiscal 2013

Capital efficiency

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 for continuing operations to return to

our target range of 15% to 20% in fiscal 2014 For comparison

ROCE adjusted for continuing operations was 13.8% in fiscal

2013 For SFS we set target range for return on equity or ROE

after tax for SFS of 15% to 20% As mentioned above we ex

pect that SFS will continue to reach this range in fiscal 2014

Capital structure

For the medium-term we set 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 2013 we made progress toward this target and we anti

cipate that we will approach the lower end of the range at the

end of fiscal 2014 We expect this to be strongly supported by

planned buyback of Siemens AG shares worth up to 4.0 bil

lion over the next up to 24 months as mentioned above

In the area of investment planning we expect to continue our

investing activities such as to safeguard market share and

competitive advantages based on technological innovation We

will also continue investing in extending our capacities for de

signing manufacturing and marketing new solutions and for

the necessary replacements of these fixed assets With regard

to capital expenditures for continuing operations we expect

substantial increase in fiscal 2014 spending year-over-year

Dividend and share buybacks

We intend to continue providing an attractive return to share

holders Therefore in the years ahead we intend to propose

dividend payout which combined with outlays during the fis

cal year for publicly announced share buybacks results in

sum representing 40% to 60% of Net income which for this

purpose we may adjust to exclude selected exceptional non-

cash effects Furthermore for fiscal 2014 we are taking

proceeds from the sale of the NSN stake in fiscal 2013 into

consideration As in the past we intend to fund the dividend

payout from Free cash flow

C.9.1.4 OVERALL ASSESSMENT

We expect our markets to remain challenging in fiscal 2014

Our short-cycle businesses are not anticipating recovery un
til late in the fiscal year We expect orders to exceed revenue

for book-to-bill ratio above Assuming that revenue on an

organic basis remains level year-over-year we expect basic

earnings per share Net Income for fiscal 2014 to grow by at

least 15% from 5.08 in fiscal 2013

This outlook is based on shares outstanding of 843 million as

of September 30 2013 Furthermore it excludes impacts relat

ed to legal and regulatory matters Overall the actual develop

ment for Siemens and its Segments may vary positively or

negatively from our expectations due to the risks and oppor

tunities described below See -3 C.9.3 RISKS as well as --3 C.9.4

OPPORTUNITIES This report on expected developments should

be read in conjunction with --- .12 NOTES AND 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

as of September 30 2013 requires each of the respective man

agements of our Sectors SFS SRE regions and Corporate Units

to implement risk management programs that are tailored to

their specific industries and responsibilities while being con

sistent with the overall policy established by the Managing

Board

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 re

cognition of developments jeopardizing the continuity of our

business The most important of these systems include our

enterprise-wide processes for strategic planning and manage

ment reporting Strategic planning is intended to support us in

considering potential risks well in advance of major business

decisions while management reporting is intended to enable
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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 Accordingly

if deficits are detected it is possible to adopt appropriate mea

sures 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 significant

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 2004 developed by the

Committee of Sponsoring Organizations of the Treadway Com

mission COSO The framework connects the ERM process

with our financial reporting process and is closely integrated

in our internal control system It considers companys strate

gy the efficiency and effectiveness of its business operations

the reliability of its financial reporting as well as compliance

with relevant laws and regulations to be equally important

The ERM process aims for early identification and evaluation

of and response regarding risks and opportunities that could

materially affect the achievement of our strategic operational

financial and compliance objectives Our ERM is based on net

risk approach covering risks and opportunities remaining af

ter the execution of existing control measures In order to pro

vide 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 different perspec

tives including business objectives reputation and regulatory

matters The bottom-up identification and prioritization pro

cess is supported by workshops with the respective manage
ment of the Sector SFS SRE regional and Corporate Unit orga

nizations This top-down element ensures that potential new

risks and opportunities are discussed at the management level

and are included in the subsequent reporting process if found

to be relevant Reported risks and opportunities are analyzed

regarding potential cumulative effects and are aggregated at

Sector SFS SRE regional and corporate level

Responsibilities are assigned for all relevant risks and opportu

nities 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 opportu

nity involves deciding upon one of our general response strat

egies or combination of them Our general response strate

gies with respect to risks are avoidance transfer reduction or

acceptance of the relevant risk Our general response strate

gies with respect to opportunities are partial or complete reali

zation of the relevant opportunity In second step responsi

bility for risk or opportunity also involves the development

initiation and monitoring of appropriate response measures

corresponding to the chosen response strategy These re

sponse measures have to be specifically 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 comprehensive project

management with standardized project milestones including

provisional acceptances during project execution and comple

mented by clearly defined approval processes assists us in iden

tifying and responding to project risks at an early stage even

before entering the bidding phase Furthermore we maintain

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 integra

tion and harmonization of existing control activities to align

with legal and operational requirements the Managing Board

established Corporate Risk and Internal Control Department

headed by the Chief RiskInternal Control Officer and

Corporate Risk and Internal Control Committee CRIC The

CRIC obtains risk and opportunity information from the Risk

Committees established at the Sector SFS SRE and regional

level as well as from the Heads of Corporate Units which then

forms the basis for the evaluation of the company-wide risk

and opportunity situation The CRIC reports to and supports

the Managing Board on matters relating to the implementa

tion operation and oversight of the risk and internal control

system and assists the Managing Board in reporting to the

Audit Committee of the Supervisory Board The CRIC is com

posed of the Chief RiskInternal Control Officer as the chair

person and members of senior management such as the

Sector and SFS CEOs the CFO of Siemens and selected Heads

of Corporate Units
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Operational and organizational structure of the Enterprise Risk Management ERM process as of September 30 2013

Overall responsibility for the Risk nil nterria Ctint rd System

Defines risk policy and ERM
strategy

Corporate Rlsklnternat

Reports to rid so ppor ts the Managing rd is slat tei relati
rrcj

to the implementation operation and oversiqht of art effective

Risk arid Internal Control Systerri

Oversees the effectiveness of the isk management arid

internal control system

Chief RIsk Internal Control Officer

Chair sian of the CRIC Defines arid rriorvtors appikatios of ERM strategy

twlrcv and methodology Cririsolidates Siemens wide risk ancf opprrrtvsity

lIrOtili foi

C.9.3 Risks

Below we describe the risks that could have material adverse

effect on our business financial condition including effects

on assets liabilities and cash flows results of operations and

reputation The order in which the risks are presented in each

of the four categories reflects the currently 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 Unless otherwise stated the risks

described below relate to all of our segments

C.9.3.1 STRATEGIC RISKS

Our business financial condition and results of operations

may be affected by the uncertainties of economic and

political conditions particularly in the current macro

economic environment which is characterized by high

degree of uncertainty and modest recovery as well as the

continuing risk of resurgence of crisis in financial markets

and of renewed global economic downturn Our business

environment is influenced by domestic as well as global

demand which in turn is influenced by economic conditions

We still see high degree of volatility in the global financial

markets primarily as result of the ongoing crisis in the

Eurozone Future economic developments and in conse

quence the speed of economic growth and the sustainability

of our market environment are dependent upon the evolution

of 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 imminent social unrest

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 in Japan and in countries affected by the

European sovereign debt crisis uncertainties with respect to

the stability of certain emerging markets e.g India or Indone

sia the risk of an escalation of the budgetary quarrels in the

United States and the potential impact of budget consolidation

measures by governments around the world the bases for our

expectations relating to the overall economic situation and

specific conditions in markets relevant to us are subject to con

siderable uncertainties In general due to the significant pro

portion of long-cycle businesses in our Sectors and the impor

tance of long-term contracts for Siemens there is usually

time lag between the development of macroeconomic condi

tions and their impact on our financial results Important ex

ceptions include our short-cycle businesses in the Industry

Sector particularly those in Industry Automation and parts of
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Drive Technologies as well as parts of the Power Grid Solu

tions Products Business within the Infrastructure Cities Sec

tor which are highly sensitive to volatility in market demand

If the moderate recovery of macroeconomic conditions stalls

again and if we are not successful in adapting our production

and cost structure to subsequent changes to conditions in the

markets in which we operate there can be no assurance that

we will not experience adverse effects that may be material to

our business financial condition and results of operations For

example it may become more difficult for our customers to ob

tain 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 ad

verse market conditions to greater extent than currently an

ticipated In addition contracted payment terms especially re

garding the level of advance payments by our customers relat

ing to long-term projects may become less favorable which

could negatively impact our cash flows Additionally if cus

tomers 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 re

sults of operations

Numerous other factors such as fluctuations in 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

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 condi

tions in certain segments of the automotive and manufac

turing industries Our InfrastructureCities Sector focuses

among other things on business with public authorities

around the world and is thus vulnerable to restrictions in

public budgets

We operate in highly competitive markets which are sub

ject to price pressures and rapid changes The worldwide

markets for our products and solutions are highly competitive

in terms of pricing product and service quality development

and introduction time customer service and financing terms

In many of our businesses we face downward price pressure

and we are or could be exposed to market downturns or slower

growth which may increase in times of declining investment

activities and consumer demand We face strong competitors

some of which are larger and may have greater resources in

given business area as well as competitors from emerging

markets which may have better cost structure Some indus

tries in which we operate are undergoing consolidation which

may result in stronger competition and change in our relative

market position Certain competitors may be more effective

and faster in capturing available market opportunities These

factors alone or in combination may negatively impact our

business financial condition and results of operations

Our business financial condition and results of operations

may be adversely affected by continued strategic align

ments and cost-cutting initiatives We are in continuous

process of strategic alignments and constantly engage in

cost-cutting initiatives including ongoing capacity adjustment

measures and structural initiatives Capacity adjustments

through consolidation of business activities and manufactur

ing facilities and the streamlining of product portfolios are al

so part of these cost reduction efforts These measures may

not be implemented as planned may turn out to be less effec

tive 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 negatively 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 operations

may be adversely affected by portfolio measures Our strat

egy includes divesting activities in some business areas and

strengthening others through portfolio measures including

mergers and acquisitions

With respect to divestments we may not be able to divest

some of our activities as planned and the divestitures we

do carry out could have negative impact on our business

financial condition results of operations and our reputation

For example we have announced the closure of our solar busi

ness and decided to divest the business activities included in

our airport logistics and postal automation business which as

of September 30 2013 was part of the Infrastructure Cities

Sectors Mobility and Logistics 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
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any of the businesses we acquire can be integrated success

fully and as timely as originally planned or that they will per

form as anticipated once integrated In addition we may incur

significant acquisition administrative and other costs in con

nection with these transactions including costs related to

integration of acquired businesses For example we are cur

rently engaged in integration activities within the Infrastruc

ture Cities Sectors Mobility and Logistics Division concerning

the recently acquired rail automation business of Invensys

plc U.K and within the Industry Sectors Industry Automa

tion Division concerning the acquisition of LMS International

NV Belgium leading provider of mechatronic simulation

solutions Furthermore portfolio measures may result in addi

tional financing needs and adversely affect our financial lever

age and our debt-to-equity ratio Acquisitions may also lead to

substantial increases in intangible assets including goodwill

Our Statements of Financial Position reflect significant

amount of intangible assets including goodwill Among our

businesses the largest amount of goodwill is allocated to the

Diagnostics Division and the Imaging Therapy Systems Divi

sion of the Healthcare Sector and the Industry Automation

Division of the Industry Sector If we were to encounter con

tinuing 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 activities

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 increas

es in times of difficult or uncertain macroeconomic conditions

Our business financial condition and results of operations

may be adversely affected by our equity interests other

investments and strategic alliances particularly in our

segment Equity Investments Our strategy includes strength

ening our business interests through joint ventures associat

ed companies and strategic alliances Certain of our invest

ments are accounted for using the equity method including

among others BSH and EN renamed to Unify after fiscal year

end Furthermore we hold other investments for example

Atos S.A and OSRAM Licht AG Any factors negatively influenc

ing the profitability of our equity and other investments in

cluding negative effects on revenues profits or cash could

have an adverse effect on our equity pick-up related to these

equity interests or may result in write-off of these invest

ments In addition our business financial condition and re

suits of operations could also be adversely affected in connec

tion with loans guarantees or non-compliance with financial

covenants related to these equity and other investments

Furthermore such investments are inherently risky as we may
not be able to sufficiently influence corporate governance pro

cesses or business decisions taken by our equity investments

other investments and strategic alliances that may have neg
ative effect on our business In addition joint ventures bear

the risk of difficulties that may arise when integrating people

operations technologies and products Strategic alliances may

also pose risks for us because we compete in some business

areas with companies with which we have strategic alliances

Our businesses must keep pace with technological chang

es and develop new products and services to remain com

petitive The markets in which our businesses operate experi

ence rapid and significant changes due to the introduction of

innovative technologies To meet our customers needs in

these areas we must continuously design new and update ex

isting products and services and invest in and develop new

technologies Introducing new products and technologies re

quires significant commitment to research and development

which in return requires expenditure of considerable financial

resources that may not always result in success Our sales and

profitability may suffer if we invest in technologies that do not

operate or may not be integrated as expected or that are not

accepted in the marketplace as anticipated or if our products

or systems are not introduced to the market in timely man

ner in particular compared to our competitors or become

obsolete We constantly apply for new patents and actively

manage our intellectual property portfolio to secure our tech

nological position However our patents and other intellectual

property may not prevent competitors from independently

developing or selling products and services similar to or dupli

cate of ours There can be no assurance that the resources

invested by us to protect our intellectual property will be suffi

cient 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 operating re

sults 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 Among

recent technology trends we carefully estimate the potential

and relevance of cloud computing We believe that the poten

tial and usage scenarios of this technology vary among our

products solutions and services depending on the degree of

information technology utilized However we also believe that

this trend needs to be monitored closely because it might bear

the potential to change the competitive landscape Any inabili

ty to adapt to the aforementioned factors could have material

adverse effect on our business financial condition and results

of operations
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We are subject to changes of regulations laws and policies

concerning our products As diversified company with glob

al businesses we are exposed to various product related regu

lations laws and policies influencing our processes Recently

some jurisdictions around the world have adapted certain reg

ulations 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 disclosures on

sourcing and usage of the regulated raw materials In particu

lar we must comply with 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 conffict 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 work

ing on an implementation strategy for the above-referenced

legislation Since we operate within highly complex value

chains we are required to undertake significant due dili

gence process requiring considerable investments of human

resources and finances 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 re

quested information and to take other steps to ensure that no

conflict minerals financing or benefitting armed groups in the

DRC are included in minerals or components supplied to us

we may be forced to disclose information about the use of con

flict minerals in our supply chain in filings with the SEC In ad

dition since the applicability of the new conifict minerals leg

islation is limited to companies publicly listed in the U.S not

all of our competitors are required to comply with this legisla

tion or engage in similar efforts to disclose the usage of con

flict minerals If we are unable to achieve sufficient confidence

throughout our supply chain or if any of these risks or similar

risks associated with these kinds of regulations laws and poli

cies were to materialize our business financial condition re

sults of operations and reputation could be materially adverse

ly affected

C.9.3.2 OPERATIONAL RISKS

Our business financial condition and results of operations

may be adversely affected by cost overruns or additional

payment obligations related to the management of our

long-term fixed price or turnkey projects We perform

portion of our business especially large projects under long-

term contracts that are awarded on competitive bidding

basis Some of these contracts are inherently risky because we

may assume substantially all of the risks associated with com

pleting project and the post-completion warranty obliga

tions For example we face the risk that we must satisfy tech

nical 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 cus

tomers cost overruns or contractual penalties caused by unex

pected technological problems unforeseen developments at

the project sites unforeseen changes or difficulties in the reg

ulatory or political environment performance problems with

our suppliers subcontractors and consortium partners or oth

er logistical difficulties Certain of our multi-year contracts also

contain demanding installation and maintenance require

ments in addition to other performance criteria relating to tim

ing unit cost and compliance with government regulations

requirements which if not satisfied could subject us to sub

stantial contractual penalties damages non-payment and

contract termination There can be no assurance that contracts

and projects in particular those with long-term duration and

fixed-price calculation can be completed 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 in

cludes broad array of systems networks products solutions

and services across our businesses that rely on digital technol

ogies 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

protective systems such as firewalls and virus scanners To the

extent we employ service providers such as in the area of IT

infrastructure we have contractual arrangements in place in

order to ensure that these risks are reduced in similar man

ner Nonetheless our systems networks products solutions

and services as well as those of our service providers remain

potentially vulnerable to attacks Depending on their nature

and scope such attacks could potentially lead to the leakage

of confidential information improper use of our systems and

networks manipulation and destruction of data defective

products production downtimes and supply shortages which
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in turn could adversely affect our business financial condi

tion results of operations and reputation

We may face operational failures and quality problems in

our value chain processes Our value chain comprises all

steps from research and development to supply chain man

agement production marketing sales and services Opera

tional failures in our value chain processes could result in

quality problems or potential product labor safety regulatory

or environmental risks Such risks are particularly present in

our Sectors in relation to our production and construction

cilities which are located all over the world and have high

degree of organizational and technological complexity From

time to time some of the products we sell might have quality

issues resulting from the design or manufacture of such prod

ucts or from the software integrated into them In particular

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 business financial condition re

sults of operations and reputation 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 results of op
erations and reputation

We may face interruption of our supply chain including

the inability of third parties to deliver parts components

and services on time and we may be subject to rising raw

material prices Our financial performance depends in part on

reliable and effective supply chain management for compo

nents sub-assemblies and other materials Capacity con

straints and supply shortages resulting from ineffective supply

chain management may lead to delays and additional cost We

rely on third parties to supply us with parts components and

services Using third parties to manufacture assemble and

test our products reduces our control over manufacturing

yields quality assurance product delivery schedules and

costs The third parties that supply us with parts and compo

nents also have other customers and may not have sufficient

capacity to meet all of their customers needs including ours

during periods of excess demand Component supply delays

can affect the performance of our Sectors Although we work

closely with our suppliers to avoid supply-related problems

there can be no assurance that we will not encounter supply

problems in the future or that we will be able to replace

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

disasters in case we are unable to identify alternative sources

of supply or ways of transportation in timely manner or at

all general shortage of materials components or sub-com

ponents as result of natural disasters also bears the risk of

unforeseeable fluctuations in prices and demand which

might adversely affect our business financial condition and

results of operations

Our Sectors purchase raw materials including so-called rare-

earth metals copper steel aluminum and oil which expose

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 business financial condition and results of operations

In contrast in times of failing commodity prices we may not

fully profit from such price decreases 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 ad

dition to price pressure that we may face from our customers

expecting to benefit from falling commodity prices or adverse

market conditions this could also adversely affect our busi

ness financial condition and results of operations

We are dependent upon hiring developing and retaining

highly qualified management and technical personnel

Competition for highly qualified personnel remains intense in

the industries and regions in which our businesses operate 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

personnel We address this risk with various measures for ex

ample succession planning employer branding retention and

career management However 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 financial condition results of operations and

reputation
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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

exports from Europe In addition we are exposed to currency

effects involving the currencies of emerging markets in partic

ular the Chinese Yuan As result strong euro in relation to

the U.S dollar and other currencies could have an adverse

impact on our revenues and results of operations Certain cur

rency risks as well as interest rate risks are hedged on Com

pany-wide basis using derivative financial instruments Ie

pending on the development of foreign currency exchange

and interest rates our hedging activities could have significant

effects on our business financial condition and results of oper

ations Our Sectors and Financial Services SFS engage in cur

rency hedging activities which sometimes do not qualify for

hedge accounting In addition our Corporate Treasury has

interest rate hedging activities which also do not qualify for

hedge accounting and are subject to changes in interest rates

Accordingly exchange rate and interest rate fluctuations may

lead to higher volatility and adverse effects on our business

financial condition 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

instruments In addition we see risk of widening credit

spreads leading to increasing refinancing costs if the Euro-

zone sovereign debt crisis with its ongoing significant impact

on global financial markets and the European financial sector

in particular continues or even worsens Any such develop

ment could also further increase the costs for buying protec

tion against credit risks due to potential increase of coun

terparty risks

Our future financing via Corporate Treasury may particu

larly be affected by the uncertainty of economic condi

tions and the development of capital and financial mar

kets Our Corporate Treasury is responsible for the financing

of the Company Negative developments in the foreign ex

change money or capital markets such as limited availability

of funds particularly U.S dollar funds may increase our

overall cost of funding 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 Regu

lation and other similar regulations in other jurisdictions

which may have an impact on the future availability or the

costs of adequate hedging instruments for the Company It

may even lead to further regulation of the financial sector and

the use of financial instruments Such further regulations

could adversely influence our future possibilities of obtaining

debt financing and or may significantly increase our refi

nancing costs Deteriorating credit quality andor default of

business partners may adversely affect our business financial

condition and results of operations

Downgrades of our ratings could increase our cost of capi

tal and could negatively affect our businesses Our busi

ness financial condition and results of operations are influ

enced significantly by the actual and expected performance of

the Sectors and SFS as well as the Companys portfolio mea

sures An actual or expected negative development of our

business financial condition or results of operations could

result in the deterioration of our credit rating Downgrades by

rating agencies could increase our cost of capital may reduce

our potential investor base and may negatively affect our busi

ness financial condition and results of operations

Our financing activities subject us to various risks includ

ing credit interest rate and foreign exchange risk We pro

vide our customers with various forms of direct and indirect

financing in connection with large projects We also finance

large number of customer orders for example the leasing of

medical equipment mainly through SFS SFS also incurs credit

risk by financing third-party equipment or by taking direct or

indirect participation in financings such as syndicated loans

In part we take security interest in the assets we finance or

we receive additional collateral Our business financial condi

tion and results of operations may be adversely affected 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 additional collateral

declines if interest rates or foreign exchange rates fluctuate

or if the projects in which we invest are unsuccessful Potential

adverse changes in economic conditions could cause decline

in the fair market values of assets derivative instruments as

well as collateral resulting in losses which could have an

adverse effect on our business financial condition and results

of operations
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Our business financial condition and results of operations

may be adversely affected by several parameters influenc

ing the funded status of our pension benefit plans The

funded status of our pension plans may be affected by an in

crease 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 actuarial valua

tions which rely on statistical and other factors in order to an

ticipate future events These factors include key pension plan

valuation assumptions such as the discount rate rate of future

compensation increases and pension progression Actual de

velopments may differ from assumptions due to changing

market and economic conditions thereby resulting in an in

crease or decrease in the DBO Significant movements in finan

cial markets or change in the portfolio mix of invested assets

could result in corresponding increases or decreases in the

value of plan assets particularly equity securities Also chang

es in pension plan assumptions could affect net periodic pen

sion cost For example change in discount rates may result

in changes in the net periodic benefit cost in the following fis

cal year In order to comply with local pension regulations in

selected foreign countries we may face risk of increasing

cash outflows to reduce an underfunding of our pension plans

in these countries if any

For further information on financial risks and financial risk

management see NOTE 32 in -4 0.6 NOTES TO CONSOLIDATED

FINANCIAL 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 import and export con

trols tariffs and other trade barriers and price or exchange

controls could affect our business in several national markets

impact our sales and profitability and make the repatriation of

profits difficult and may expose us to penalties sanctions and

reputational damage In addition the uncertainty of the legal

environment in some regions could limit our ability to enforce

our rights and subject us to continually increasing costs relat

ed to designing and implementing appropriate compliance

programs and protocols

As globally operating organization we conduct business

with customers in countries such as Iran Syria and Cuba that

are subject to increasingly expansive export control regula

tions embargoes economic sanctions or other forms of trade

restrictions imposed by the U.S the European Union or other

countries or organizations New or expanded export control

regulations economic sanctions embargoes or other forms of

trade restrictions imposed on Iran Syria or on other sanc

tioned countries in which we do business may result in cur

tailment of our existing business in such countries and in

amendments to our policies We are also aware of initiatives by

institutional investors such as pension funds or other compa

nies to adopt or consider adopting policies prohibiting invest

ment in and transactions with or requiring divestment of in

terests in entities doing business with Iran and other countries

identified as state sponsors of terrorism by the U.S Secretary

of State It is possible that such initiatives may result in us be

ing unable to gain or retain investors customers or suppliers

In addition the termination of our activities in sanctioned

countries may expose us to customer clalms and other actions

Our reputation could also suffer due to our activities with

counterparties in or affiliated with these countries We have

included details of our Iran-related activities in --3 C.3.1 .1 OR

DERS AND REVENUE and are filing related notice of disclosure

with the SEC Under Section 219 of the Iran Threat Reduction

and Syria Human Rights Act of 2012 upon receipt of the notice

of disclosure by the SEC the SEC is required to notify the US

President and Congress of the filing The President is then re

quired to initiate an investigation into Iran-related activities

disclosed in such notice and make determination as to

whether sanctions should be imposed on the filing party

There is no assurance as to the outcome of any such Presiden

tial investigation If the relevant authorities were to impose

penalties or sanctions on Siemens such measures could have

material adverse effect on our business financial condition

and results of operations

We expect that sales to emerging markets will continue to ac

count for an increasing portion of our total revenue as our

business naturally evolves and as developing nations and re

gions around the world increase their demand for our 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 import

ant for our long-term growth strategy and our sizeable opera

tions in China are influenced by legal system that is still de

veloping and is subject to change Our growth strategy could

be limited by governments supporting local industries Our

Sectors particularly those that derive their revenue from large

projects could be adversely affected if future demand prices

and gross domestic product in the markets in which those

Sectors operate do not develop as favorably as expected due to

such regulatory measures If any of these risks or similar risks
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associated with our international operations were to material

ize our business financial condition and results of operations

could be materially adversely affected

Current and future investigations regarding allegations of

public corruption antitrust violations and other illegal

acts could have material adverse effect on our business

financial condition and results of operations and on our

reputation We engage in substantial amount of business

with governments 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 an

titrust violations and other illegal acts such activities may im

pair our ability to do business with these or other organiza

tions Corruption antitrust and related proceedings may lead

to criminal and civil fines as well as penalties sanctions in

junctions against future conduct profit disgorgements dis

qualifications from directly and indirectly engaging in certain

types of business the loss of business licenses or permits or

other restrictions Accordingly we may be required to record

material provisions to cover potential liabilities arising in con

nection with such investigations and proceedings including

potential tax penalties Moreover any findings related to pub

lic corruption that are not covered by the 2008 and 2009 cor

ruption charge settlements which were concluded with Arner

ican and German authorities may endanger our business with

government agencies and intergovernmental and suprana

tional organizations further monitors could be appointed to

review future business practices and we may otherwise be re

quired to further modify our business practices and our com

pliance program

Our involvement in ongoing and potential future corruption or

antitrust 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 subsidiaries are found to have engaged in certain illegal

acts or not to have taken effective steps to address allegations

or findings of corruption or antitrust violations in our busi

ness this may impair our ability to participate in business with

governments or intergovernmental organizations and may re

sult in our formal exclusion from such business Even if we are

not formally excluded from participating in government busi

ness government agencies or intergovernmental or suprana

tional organizations may informally exclude us from tendering

for or participating in certain contracts For example legisla

tion 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 -3 NOTE 29 ifl -3 D.6 NOTES TO CONSOLIDATED FINANCIAL STATE

MENTS we and certain of our subsidiaries have in the past been

excluded or currently are excluded from some contracting in

cluding with governments development banks and multilater

al financial institutions as result of findings of corruption or

other misconduct Ongoing or potential future investigations

into allegations of corruption or antitrust violations could also

impair existing relationships with and our ability to acquire

new private sector business partners For instance such inves

tigations may adversely affect our ability to pursue potentially

important strategic projects and transactions such as strategic

alliances joint ventures or other business combinations or

could result in the cancellation of certain of our existing con

tracts and third parties including our competitors could initi

ate significant third-party litigation

In addition future developments in ongoing and potential fu

ture investigations such as responding to the requests of gov

ernmental authorities and cooperating with them could di

vert managements attention and resources from other issues

facing our business The materialization of any of these risks

could have material adverse effect on our business financial

condition and results of operations and on our reputation

Our business financial condition and results of operations

could suffer as result of current or future litigation We

are subject to numerous risks relating to legal governmental

and regulatory proceedings to which we are currently party

or to which we may become party in the future We routinely

become subject to legal governmental and regulatory investi

gations and proceedings involving among other things re

quests for arbitration allegations of improper delivery of

goods or services product liability product defects quality

problems intellectual property infringement non-compliance

with tax regulations and/or alleged or suspected violations of

applicable laws In addition we may face further claims in con

nection with the circumstances that led to the corruption

charges For additional information with respect to specific

proceedings see -- NOTE 29 in 0.6 NOTES TO CONSOLIDATED

FINANCIAL STATEMENTS There can be no assurance that the re

sults of these or any other proceedings will not materially

harm our business financial condition and results of opera

tions Moreover even if we ultimately prevail on the merits in

any such proceedings we may have to incur substantial legal

fees and other costs defending ourselves against the underly

ing allegations Under certain circumstances we record provi

sion for risks arising from legal disputes and proceedings In

addition we maintain liability
insurance for certain legal risks
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at levels our management believes are appropriate and consis

tent with industry practice Our insurance policy however

does not protect us against reputational damage Moreover

we may incur losses relating to legal proceedings beyond the

limits or outside the coverage of such insurance or exceeding

any provisions made for legal proceedings related losses Fi

nally there can be no assurance that we will be able to main

tain adequate insurance coverage on commercially reasonable

terms in the future Each of these risks may have material

adverse effect on our business financial condition and results

of operations

Examinations by tax authorities and changes in tax regula

tions could adversely affect our business financial condi

tion and results of operations We operate in around 190

countries and therefore are subject to different tax regulations

Changes in tax law in any of these jurisdictions could result in

higher tax expense and payments Furthermore legislative

changes could materially impact our tax receivables and liabili

ties as well as deferred tax assets and deferred tax liabilities In

addition the uncertain tax environment in some regions could

limit our ability to enforce our rights As globally operating

organization we conduct 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 business financial condition and results of opera

tions We are regularly examined by tax authorities in various

jurisdictions

We are subject to environmental and other governmental

regulations Some of the industries in which we operate are

highly regulated Current and future environmental and other

governmental regulations or changes thereto may require us

to change the way we run our operations and could result in

significant increases in our operating or production costs In

addition while we have procedures in place to ensure compli

ance with applicable governmental regulations in the conduct

of our business operations it cannot be excluded that viola

tions of applicable governmental regulations may be caused

either by us or by third parties that we contract with including

suppliers or service providers whose activities may be at

tributed to us Any such violations expose us to the risk of ha

bility 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 environ

mental contamination at the facilities we design or operate

For example we are required to bear environmental clean-up

costs mainly related to remediation and environmental protec

tion liabilities which 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

as well as nuclear research and service center in Karistein

Germany For further information see NOTE 24 in D.6

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Under certain cir

cumstances we establish provisions for environmental risks

With regard to certain environmental risks we maintain liabili

ty insurance at levels that our management believes are appro

priate and consistent with industry practice We may incur

environmental losses beyond the limits or outside the cover

age of such insurance and such losses may have material

adverse effect on our business financial condition and results

of our operations In addition our provisions for environmen

tal liabilities may not be sufficient to cover our ultimate losses

or expenditures resulting therefrom

C.9.3.5 ASSESSMENT

OF THE OVERALL RISK SITUATION

The most significant challenges have been mentioned first in

each of the four categories Strategic Operations Financial and

Compliance with the risks caused by the macroeconomic envi

ronment currently being our most significant Even though

the assessments of individual risk exposures have changed

during fiscal 2013 due to developments in the external envi

ronment as well as the effects of our own mitigation mea

sures the overall risk situation for Siemens did not change sig

nificantly as compared to the prior year At present no risks

have been identified that either individually or in combination

could endanger our ability to continue as going concern We

are confident that we can continue to successfully counter the

challenges arising from the risks mentioned above

C.9.4 Opportunities

Within our comprehensive interactive and management-ori

ented Enterprise Risk Management ERM approach that is

integrated 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 Unless otherwise stated the opportunities described

below relate to all of our segments The order in which the

opportunities are presented reflects the currently estimated

relative exposure for Siemens associated with these opportu

nities and thus provides an indication of the opportunities

current importance to us Nevertheless opportunities current

ly considered to entail lower opportunity exposure could

potentially result in higher positive impact on Siemens than
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opportunities currently considered to entail higher opportu

nity 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 mar

kets and technologies are constantly developing As conse

quence new opportunities may arise existing opportunities

may cease to be relevant or the significance of an opportunity

may change Generally opportunities are assessed to the best

of our knowledge considering certain assumptions including

market development market potential of technologies or solu

tions 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 today will never materialize In our view

the overall opportunity situation did not change significantly

as compared to the prior year Two opportunity factors includ

ed in our prior year reporting further growth in the area of

environment and climate protection and utilizing cross col

laboration among our broad portfolio and global presence to

offer more innovative and holistic solutions have been incor

porated into our business plans and are therefore not reported

as an ERM relevant opportunity any more

Through selective acquisitions equity investments and

partnerships we constantly strive to strengthen our lead

ing technology position open up additional potential mar

kets or further develop our product portfolio We constantly

monitor our current and future markets for opportunities for

strategic acquisitions equity investments or partnerships to

complement organic growth Such activities could help us to

strengthen our market position in our existing markets provide

access to new markets or complement our technological port

folio in selected areas

We particularly see further opportunities in the growth

potential of established markets and especially of the

emerging markets It is expected that in coming years emerg

ing markets will continue to grow significantly faster than in

dustrialized nations led by strong growth in the BRIC coun

tries Brazil Russia India and China as well as by growth oppor

tunities in the second wave emerging markets like Chile Indo

nesia Mexico Poland or Turkey Within One Siemens we want

to take measures aimed at continuously increasing our share

of revenue from emerging markets We believe that develop

ing the capability to design manufacture and sell so-calLed

SMART simple maintenance-friendly affordable reliable and

timely-to-market products will provide us with opportunities

to gain market share and enhance our local presence in these

strategic growth markets Adding further SMART products to

our portfolio and developing 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 product features when making pur

chase decision

We constantly strive to develop new technologies new

products and solutions as well as to improve existing ones

We invest in new technologies that we expect to meet future

demands in accordance with the four strategic megatrends

demographic change urbanization climate change and glo

balization for further information see -4 C.13.1 GLOBAL MEGA

TRENDS

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

could enable us to reduce costs and to strengthen our global

competitive position in particular compared to competitors

based in countries with more favorable cost structure

We are in the process of continuously developing and im

plementing initiatives to reduce costs adjust capacities

improve our processes and streamline our portfolio In an

intensified competitive market environment competitive

cost structure complements the competitive advantage of be

ing 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 are realigning our regional organization As of Novem

ber 2013 following the close of fiscal 2013 we disbanded our

Regional Cluster organization Following this organizational

change we have designated 30 Lead Countries which are indi

vidually responsible for managing number of other countries

regarding market penetration Each Lead Country reports di

rectly to the Managing Board By implementing this move

Siemens intends to intensify its customer access and expand

its regional business We expect that this new setup will fur

ther enhance our local market penetration going forward
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C.9.5 Significant characteristics

of the accounting-related 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 financial

reporting is conducted in proper manner such that the Con

solidated Financial Statements and the Combined Management

Report are prepared in accordance with all relevant regulations

As described in --- C.9.2 RISK MANAGEMENT our ERM approach is

based on the worldwide accepted Enterprise Risk Manage

ment Integrated Framework developed by the COSO As one

of the objectives of this framework is reliability of companys

financial reporting it also includes an accounting-related per

spective The accounting-related internal control system con
trol system implemented by us is based on Internal Control

Integrated Framework 1992 an internationally recognized

framework also developed by the COSO The two systems are

complementary

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

tion of the effectiveness of its control system both in design

and operating effectiveness We have standardized proce

dure under which necessary controls are defined documented

in accordance with uniform standards and tested regularly on

their effectiveness Our management has concluded that the

Companys internal control over financial reporting was effec

tive as of September 30 2013 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

basis of conceptual framework which primarily consists of

company-wide uniform Financial Reporting Guidelines and

chart of accounts both issued by the Corporate Finance de

partment and to be applied consistently throughout Siemens

New laws accounting standards and other official announce

ments are analyzed on an ongoing basis with regard to their

relevance and impact on the Consolidated Financial State-

ments and the Combined Management Report and where

necessary our Financial Reporting Guidelines and the chart of

accounts are adjusted accordingly 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 processes

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 The preparation of the

closing data of most of our subsidiaries is supported by our

internal Global Shared Services organization Furthermore

other accounting activities such as governance and monitor

ing related activities are bundled on regional level In addi

tion 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 The steps necessary

to prepare the Consolidated Financial Statements are subject

to both manual and automated controls at all levels

The specialist skills required of employees involved in the ac

counting process are assessed when the employees are initial

ly 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 authoriza

tion of the data Additional control mechanisms include target-

performance comparisons and analyses of the composition of

and changes in individual line items both in the closing data

reported by units and in the Consolidated Financial Statements

Accounting-related if systems provide for defined access rules

in order to ensure that accounting related data is protected

from unauthorized access use or modification Every unit

included in our Consolidated Financial Statements is subject

to the rules and regulations of the Corporate Information

Security Guide

On quarterly basis management of Sectors Divisions SFS

Cross-Sector Services regions and certain Corporate Units are

supported by confirmations of management of entities under

their responsibility which confirm the accuracy of the finan

cial data they have reported to Siemens corporate headquar

ters and the effectiveness of the related control systems
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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 in

tegrated into our control system In particular the Audit Com

mittee oversees the accounting process the effectiveness of the

control system the risk management system and the internal

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 Consol

idated Financial Statements and discusses the Stand-alone Fi

nancial Statements of Siemens AG the Consolidated Financial

Statements and Combined Management Report of these state

ments with the Managing Board and the independent auditors

Through audits on continuous and Siemens wide basis our

internal corporate audit function monitors compliance with

our 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 we have rules for accounting-related complaints

and Code of Ethics for Financial Matters

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

integrated 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

Commercial 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

reconciliation 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

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 -3 8.4 coMPENSATION 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 presented in -3 8.2

CORPORATE GOVERNANCE STATEMENT PURSUANT TO SECTION 289A OF

THE GERMAN COMMERCIAL CODE

The Takeover-relevant information pursuant to Sections 289

para and 3i5 para of the German Commercial Code and

explanatory report are an integral part of the Combined

Management Report and are presented in B.5 TAKEOVER-

RELEVANT INFORMATION PURSUANT TO SECTIONS 289 PARA AND 315

PARA OF THE GERMAN COMMERCIAL CODE AND EXPLANATORY REPORT
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C.11 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.11.1 Business and

economic environment

Siemens AG is the parent company of the Siemens Group

Siemens AG is technology company with core activities in the

fields of energy healthcare industry and infrastructure cities

Siemens AG includes one additional operating business

Siemens Real Estate Furthermore Siemens AG is significantly

influenced by directly or indirectly owned subsidiaries and in

vestments Siemens AG holds directly and indirectly 684 legal

entities induding non-controlling interests Siemens AG also

includes the Groups corporate headquarters functions

The economic enviromnent for Siemens AG is largely the same

as for the Siemens Group and is described in detail in --- ci .2

ECONOMIC ENVIRONMENT

C.11.2 Results of operations

Statement of income of Siemens AG in accordance

with German Commercial Code condensed

Yedr ended SeCiei iilnPi

9ni nnnlhrnns ol 2013 202

Revenue 30305 29913

Cost of sales 22016 21607

Gross profit 8289 8307

Research and developiTreni expenses 2878 2904

SelUng and general admin strativo expenses 4173 3991

Other operating income expenses net 178 124

nancial income net

thereof inrornre from inraestrrnents 3893

prior year 2368 3631 2441

Result from ordinary activities 4692 3977

Income taxes 840 943

Net income 3852 3034

Profft carried forvsard 115 14

Assets reduction due to spin-off 1.800

Allocation to other retained earnings 476 504

Unappropriated net income 2643 2643

Revenue rose 1% due primarily to revenue increases of 715

million in the Healthcare Sector 42 million in the Infrastruc

ture Cities Sector and 45 million in Siemens Real Estate

These increases were partly offset by revenue declines of

374 million in the Energy Sector and 107 million in the

Industry Sector As consequence of the mutual agreement

procedure with tax authorities related to transfer pricing

Siemens AG received compensatory payments from Siemens

Healthcare U.S The payments amounted to 670 million and

were booked as revenue by the Healthcare Sector On geo

graphic basis revenue grew 25% year-over-year in the Ameri

cas region and declined 7% in the Asia Australia region In

the Europe C.I.S Africa Middle East region revenue was

nearly unchanged from the prior-year level Exports from Ger

many accounted for 70% of revenue in fiscal 2013 and fiscal

2012 In fiscal 2013 orders for Siemens AG amounted to 32.5

billion significant increase of 14% from 28.6 billion year

earlier The increase was driven mainly by higher volume

from large orders including 1.8 billion contract win for

trains in the U.K and 1.0 billion contract win for trains in

Germany at the Infrastructure Cities Sectors Transporta

tion Logistics Division

Gross profit was nearly level compared to the prior year while

gross profit margin decreased slightly from 28% year ago to

27% in the current period The decrease was driven by addi

tional costs relating to project charges These expenses com

prised 286 million related to high-speed trains at the Infra

structure Cities Sectorss Rail Systems Division and 226 mil

lion mainly related to grid-connections to offshore wind-farms

at the Energy Sectors Power Transmission Division Gross prof

it also included charges associated with the company-wide

Siemens 2014 productivity improvement program

Research and development RD expenses decreased 1%

with nearly unchanged RD expenses in all four Sectors and

the percentage of revenue RD intensity remained at 10%

On an average basis we employed 12500 people in RD in

fiscal 2013 compared to 12200 in fiscal 2012 For additional in

formation see --- C.8.2 RESEARCH AND DEVELOPMENT

Other operating income expenses net declined 302 mil

lion compared to fiscal 2012 resulting from decrease in other

operating income of 340 million and reduction of 38 mil

lion in other operating expenses Other operating income in

fiscal 2012 benefited from release amounting to 307 million

related to indirect pension obligations to Siemens Pensions

fonds AG
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Financial income net rose 49% year-over-year The increase

was attributable primarily to an increase of 1.525 billion in in

come from investments Other financial income was 386 mil

lion lower compared to the prior year while net interest in

come came in 51 million higher

The primary factor for the increase in income from invest

ments was dividend payment of 3.000 billion from Siemens

Beteiligungsverwaltung GmbHCo OHG This was only partly

offset by decline of 605 million in dividend payments relat

ed to Wind Power S/A and Siemens s.r.o compared to year

earlier In addition income from investments increased on

higher income and lower expenses from profit and loss trails

fers which came in 787 million higher and decreased impair

ments of investments which came in 547 million lower year-

over-year The result from disposals of investments decreased

by 2.084 billion and turned negative These resulted from the

disposal loss of the shares held by Siemens AG in Nokia

Siemens Networks Holding B.V amounting to 306 million in

fiscal 2013 In addition gains from disposals in fiscal 2012 ben

efited from gain of 1.290 billion resulting from the contribu

tion in kind measured at fair value of Siemens Wind Power A/S

into sinius GmbH

The decrease in other financial income resulted mainly from

decline of 559 million in dividend income from fund shares

year-over year In addition the change in other financial in

come included decrease of 135 million for the reversal of

impairments of shares in investment funds These were partly

offset by an increase of 408 million in financial income relat

ed to foreign currency and hedging transactions the reversal

of provisions for risks associated with derivative financial in

struments and negative excess amounts of measurement

units

Income tax expenses declined 11% The decrease was due

mainly to significantly higher almost tax-free income from in

vestments year-over-year An additional positive effect in fiscal

2013 resulted from the above mentioned compensatory pay

ments from Siemens Healthcare U.S which were already

taxed in the prior years These factors were partly offset by

burdens of tax audit regarding the rejection of the deduction

of expenses in connection with the buyback of convertible

bonds

Liabilities and equity

Equity

Special reserve with an equity portion

Accruals and provisions

Pensions and similar commitments

Other proviSions

Liabilities

Liabilities to banks

Advanced payments received

Trade psyables liabilities to

affiliated corn pan vs nd other cdiii ties

Deferred income

Total liabilities and equity

18295

767

10432

7.827

18.260

138

1349

25.771

27257

290

64868

Compared to the prior year total assets decreased 3%
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C.11.3 Net assets and financial position

Statement of Financial Position of Siemens AG In

accordance with German commercial Code condensed

September 30

in trillions of 2013 2012

Assets

Non-current assets

Intangible and tangible assets 2.437 2388

Financial assets 40530 42951

42967 45.339

Current assets

Receivables and other assets 17032 15790

Cash and cash eciuivaients

marketable securities 2282 3155

19313 18945

Prepaid expenses 75 86

Deferred tax assets 2467 2737

Active difference

resulting from offsetting 46 42

Total assets 64868 67149

19811

775

9919

7419

17338

146

1551

27236

28934

291

67 149
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Ci1.4 EmployeesFinancial assets declined 6% year-over-year
due primarily to

successful completion of the spin-off and listing of OSRAM re

sulting in derecognition of 1.800 billion relating to OSRAM

Beteiligungen GmbH In addition Siemens disposed of its

stake in Nokia Siemens Networks Holding liv to Nokia Corpo

ration amounting to 1.319 billion The merger of SMS Diag

nostics Europe Ltd reduced financial assets by 700 million

These effects were partly offset by the addition of Siemens Rail

Automation Corporation amounting to 528 million and high

er loans to affiliated companies of 616 million year-over-year

Receivables and other assets grew 8% due primarily to high

er receivables from affiliated companies as result of intra

group financing activities

Cash and cash equivalents and marketable securities de

clined 28% 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 8% The decrease was attributable to divi

dends paid in fiscal 2013 for fiscal 2012 of 2528 billion for

additional information see --3 C.2.5 DIVIDEND AND SHARE BuveAcKs

In addition the equity reduction was due to the OSRAM spin

off amounting to 1.800 billion and to share buybacks during

the year amounting to 1.348 billion These factors were partly

offset by the profit for the year of 3.852 billion and the

issuance of treasury stock of 308 million in conjunction with

our share-based compensation program The equity ratios at

Septenther 30 2013 and 2012 were 28% and 30% respectively

Pensions and similarcommitments rose 5% resulting main

ly from higher additions for interest and service costs of 841

million which were partly offset by higher pension payments

of 471 million year-over year

Other provisions rose 5% due primarily to an increase of 391

million in provisions for personnel expenses including

charges associated with the company-wide Siemens 2014

productivity improvement program

Trade payables liabilities to affiliated companies and

other liabilities decreased 5% due primarily to lower liabi

lities to affiliated companies as result of intra-group financ

ing activities

Employee turnover rate1 3.0% 2.7%

Female employees in management positions

percentage of all management positions2 11.3% 10.6%

Expenses for continuing eclocation

in milliorrs of 94 100

Expenses per employee for continoing

education in 62 864 934

As of September 30 2013 and 2012 the numbers of employees

were 108234 and 108004 respectively

Employees of Siemens AG by segments
as of September 302013 in rhoosands

rrery 25 23/a hri 8%

ralrhrat 10 9%

Srxrrreirs teal Esatv

215

Si 251 UI Ui Ci rits

Irrdirxtr5l 37 34/a 26 24%
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110111 Sirrirern Ai donut tinr /151 iii artai to Sian aVCiOpnt nijnir5e u2 niiplupnee
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C.11.5 Subsequent events

In November 2013 Siemens announced share buyback of up

to billion ending latest on October 31 2015 The buybacks

will be made under the current authorization granted at the

Annual Shareholders Meeting on January 25 2011 which al

lows for further share repurchases of maximum of 47.8 mil

lion shares under this program Shares repurchased may be

used for cancelling and reducing capital stock for issuing

shares to current and former employees to members of the

Managing Board and board members of affiliated companies

and for meeting obligations from or in connection with con

vertible bonds or warrant bonds

C.11.6 Risks and opportunities

The business development of Siemens AG is fundamentally

subject to the same risks and opportunities as the Siemens

Group Siemens AG generally participates in the risks of its

subsidiaries and equity investments in line with its percentage

of each holding For additional information see --3 C.9.3 Ricks

and C.9.4 OPPORTUNITIES

As the parent company of the Siemens Group Siemens AG is

integrated into the group-wide risk management system For

additional information see C.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.9.5 SIGNIFICANT CHARACTERISTICS OF THE

ACCOUNTING RELATED INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

For additional information regarding the use of financial in

struments see 71 NOTES TO THE STAND-ALONE FINANCIAL STATEMENTS

OF SIEMENS AG

C.11J Outlook

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 that the anticipated market and

revenue developments for fiscal 2014 described in statements

made by the Siemens Group will be mainly reflected in the rev

enue of Siemens AG In fiscal 2014 we expect the profit of

Siemens AG to benefit from productivity gains resulting from

the company-wide Siemens 2014 program In addition we

expect that income from investments will significantly influ

ence 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 Therefore in the years ahead we intend to propose

dividend payout which combined with outlays during the fis

cal year for publicly announced share buybacks results in

sum representing 40% to 60% of net income of Siemens

Group which for this purpose we may adjust to exclude se

lected exceptional non-cash effects Furthermore for fiscal

2014 we are taking proceeds from the sale of the NSN stake in

fiscal 2013 into consideration
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C.12 Notes and forward-looking statements

This document includes supplemental financial measures that

are or may be non-GAAP financial measures Orders and order

backlog adjusted or organic growth rates of revenue and or

ders book-to-bill ratio Total Sectors profit return on equity

after tax or ROE after tax return on capital employed ad
justed or ROCE adjusted Free cash flow or FOP adjusted

EBITD adjusted EBIT adjusted EBITDA margins earnings ef

fects from purchase price allocation or PPA effects net debt

and adjusted industrial net debt are or may be such non-GAAP

financial measures These supplemental financial measures

should not be viewed in isolation as alternatives to measures

of Siemens financial condition results of operations or cash

flows as presented in accordance with IFRS in its Consolidated

Financial Statements Other companies that report or describe

similarly titled financial measures may calculate them differ

ently Definitions of these supplemental financial measures

discussion of the most directly comparable IFRS financial mea

sures information regarding the usefulness of Siemens sup

plemental financial measures the limitations associated with

these measures and reconciliations to the most comparable

IFRS financial measures are available on Siemens Investor Re

lations website at www.SIEMENS.C0MINONGAAP For addition

al 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 web-

site 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 bywords such

as expects looks forward to anticipates intends plans

believes seeks estimates will project or words of sim

ilar meaning We may also make forward-looking statements

in other reports in presentations in material delivered to

shareholders and in press releases In addition our representa

tives may from time to time make oral forward-looking state

ments Such statements are based on the current expectations

and certaln assumptions of Siemens management and are

therefore subject to certain risks and uncertainties variety

of factors many of which are beyond Siemens control affect

Siemens operations performance business strategy and re

sults and could cause the actual results performance or

achievements of Siemens to be materially different from any

future results performance or achievements that may be

expressed or implied by such forward-looking statements or

anticipated on the basis of historical trends These factors in

clude in particular but are not limited 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

-3 c.9.3 RISKS in this Annual Report prepared in accordance

with the German Commercial Code

Further information about risks and uncertainties affecting

Siemens is included throughout this Annual Report as well as

our most recent earnings release which are available on the

Siemens website ci WWW.SIEMENS.COM 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 çi wWW.SIEMENS.COM and on the SECs website

L3 www.SEC.GOv 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 oth

er documents may not add up precisely to the totals provided

and percentages may not precisely reflect the absolute figures
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D.2 Consolidated Statements of Comprehensive Income

For the fiscal years ended September 30 2013 and 2012

Items that will not be reclassified to profit or loss

Rerneasurements of defined benefit plans

Items that may be reclassified subsequently to profit or loss

urrency translation differences

AvaiIabIe-forsale financial assets

Derivative financial instruments

Other comprehensive income net of income taxes2

Total comprehensive income

Attributable to

Non-coritrofing interests

Shareholders of Siemens AG

Adjesterl br Effects of rioptrrrq lAS 98 see

-3 NOTE BASIS OF PRESENTATION iii

--9
0.6 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Includes iocortrr exper ices esultirry truer rrtvestrrterrts

accounted for inn tire equity nretycrd of 257 million

and 28 trillion nespectruely iii hsral 2013 and 2012 of

which 4121 ni lion and 199 rrtnlliorr resperrnuely rre

attributable to ears that will riot be reclassrfiel to profit

or loss

lire sccorttparryir9 Notes ate art rtleqrai pat

rn these onnsonnclated Frnurnr al Statements
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ri trill ions of Note 2013 2112

Net incottte 4409 4282

394 1787
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303

183

855

45
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440

3969

661

3622

81

3888
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D.3 Consolidated Statements of Financial Position

As of September 30 2013 and 2012

ii

rrrrlhons of Note 09130/2013 05/30121

Assets

Cash and cash equivalents 9190 10891

Available-for-sale financial assets 10 601 524

Trade and other receivables 11 14853 15220

Other current financial ossets 12 3250 2901

Inventories 13 15.560 15679

Current income tax assets 794 836

Other current assets 14 1297 1277

Assets classified as held for disposal 1393 4799

Total current assets 46937 52128

Goodwill 15 17883 17069

Other intangible assets 16 5.057 4595

Property plant and equipment 17 9815 10763

Investments accounted 5or using the equity method 18 3022 4436

Other financial assets 19 15117 14666

Deferred tax assets 3234 3748

Other assets 872 846

Total non-current assets 54999 56123

Total assets 101936 108251

Liabilities and equity

Short-term debt and current maturities of long-term debt 22 1944 3826

Trade payables 7599 8036

Other currerrt furancral liabilities 20 1515 1460

Currerrt provisions
24 4485 4750

Current inconle tax liabiities 2151 2204

Other current liabilities 21 19701 20302

Liabilities associated witlr assets classified as held for disposal 473 2049

Total current liabilities 37868 42627

Long-term debt 22 18509 16880

Post-employmerrt henefts 23 9.265 9801

Deferred tax liabilities 504 494

Provisions 24 3907 3908

Other firrancial liabilities 1184 1083

Other liabilities 25 2074 2034

Total non-current liabilities 35443 34200

Total liabilities 73312 76827

Equity 26

Issued capital no par vaue 2.643 2643

Capital reserve 5484 6173

Retained earnings 22.663 22877

Other components of equity 268 1058

Treassr shares at costs 2946 1897

Total equity attributable to shareholders of Siemens AG 28111 30.855

Non-corrtrullirrg interests 514 569

Total equity 28625 31424

Total liabilities and equity 101936 108.251
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D.4 Consolidated Statements of Cash Flows

For the fiscal years ended September 30 2013 and 2012

ii rill uris of Note 2013 2012

Cash flows from operating activities

Net income 4409 4282

Adjustments to reconcile net income to cash flows front operating activities continuing operations

Income loss from discontinued operations net of income taxes 197 360

Amortization depreciation and impairments 2888 2818

Income tax expenses 1630 1994

Interest income expenses net 159 178

Gains losses on disposals of assets related to investing activities let2 292 345
Other income losses from investnrents2 326 424

Other non-cash income expenses 674 110

Change in assets and liabilities

Inverrtories 218 89

Trade and other receivables 293 104

Trade payables 217 199

Other assets and liabilities 576 2078
Additions to assets eased to others in operating leases 377 375

Income taxes paid
2166 1445

Dividends received 356 301

Interest received 837 842

Cash flows from operating activities continuing operations 7126 6923

Cash flows front operating activities discontinued operations 214 188

Cash flows from operating activities continuing and discontinued operations 7340 7110

Cash flows front investing activities

Additions to intangible assets and property plant and equipment 1869 2195

Acquisitions of businesses net of cash acquired 2801 1295
Purchase of iovestmerrts2 346 252
Purchase of cur rent available-for-sale fioancial assets 157 182

Change in receivables from financing activities 2175 2087

Disposal of investments intangibles and property plant and equipmrrrit2 2463 753

Disposal of bLrsinesses net of cash disposed 27 87

Disposal of current available-for-sale financial assets 76 142

Cash flows from investing activities continuing operations 4836 5.029

Cash flows from investing activities -- discontinued operations 240 656

Cash flows from investing activities continuing and discontinued operations 5076 5685
Cash flows trom financing activities

Purchase of
treasury

shares 26 1394 1721
Other transactions with owners 15 158

Issuance cf Iortcl-term debt 22 3772 5113

Repayrlienit of long-term debt including current maturities of long-term debt 2927 3218

Cfiange in shoi t-terrxr debt and otfier financing activities 62

Interest Paid 479 503

Dividends paid to sharefrolders of Siemens AG 26 2528 2629

Dividends attributable to non-controlling interests 152 155
Fi nanc op discontinued operations 298 506
Cash flows from financing activities continuing operations 3422 3523

Cash flows from finoincing activities discontinued operations 26 468

Cash flows from financing activities continuing and discontinued operations 3396 3055

Effect of deconsolidation of OSRAM on casfi arid cash equivalents 476
Effen of changes in excliarrcle rares on cash and cash equivalents 108 68

Chattce in cash arrd casr equivalents 1717 1561

Cash arid casfr equivulents at beginning of period
10950 25

Cash and cash eqoivaleirts at eird of per mcI 9234 10950

Less Cash and cash equivalents of assets classified as held for disposal arid

disconti red operations at end of period
44 59

Cash and cash equivalents at end of period Consolidated Statements of Financial Position 9190 10.891

Adjusted fo the is itt udopru rq lAS OR see Ursernant- tt-e
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D.5 Consolidated Statements of Changes in Equity

For the fiscal years ended September 30 2013 and 2012

Issued uiprtil apiral reserve Retoined edliilflifs

in milliOns of

Balance as of October 2011 as previously reported 2743 6011 25881

Effect of retrospectively adopting AS 19R 116

Balance as of October 2011 2743 6011 25996

Net income1 4151

Other comprehensive income net of income taxes1 1783

Dividends 2629

Share-based payment
42 129

Purchase of treasury share

Re-issuance of
treasury

shares

Cancellation of treasury shares 100 2410

Transactions with non-controlling interests 326

Other changes ri equity
126

Balance as of September 30 2012 2643 6173 22877

Balance as of October 2012 as previously reported 2643 6173 22756

Effect of retrospectively adopting lAS 1PR 122

Balance as of October 20121 2643 6173 22877

Net income 4284

Other comprehensive income net of income taxes 3952

Dividends 2528

Share-based payment
21 40

Purchase of treasury shares

Re-issuance of
treasury

shares

Iransactions mith non-contiolling
interests 52

Spinoff reLited changes in equity
163 2270

Other chancles ii ecuity
553

Balance as of September 30 2013 2643 5484 22663

Adtfl1I for ffeC1 If rniiprciry AS 41 rue

NOTES BASIS OF PRESENTATION Ill
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Total comprehensive income

Other components of equity

cots tht uray be eeacsilied subsequently to profit or loss

urrenv Irons Available-for-sole Derivative fruarrcial rotal Treasury Total equity Non-rontrollinq Total equity

lion differences firrarri al assets lust cents shares at ost attribi table Inter ests

to shareholders

of Siemens AG

36 106 25813 3037 31530 626 32156

116 116

36 106 25929 3037 31645 626 32271

4151 4151 132 4282

855 209 62 657 657 661
2629 2629 176 2805

129 87 87
1767 1767 1767

397 391 391

2410 2510

326 326 24 302

134 34 100

857 245 44 23936 1897 30855 569 31424

857 245 44 23814 1897 30733 569 31.302

122 122 122

857 245 44 23936 1897 30855 569 31424

4284 4284 126 4409

1017 183 43 396 396 44 440

2528 2528 119 2.647

40 18 18

1349 1349 1349

300 304 304

52 52 10 62
2270 2433 2433

556 564

160 428 22.930 2946 28111 514 28625

10 foc.rI ors linen hf nIIornvr Tn 2013 clvi 2012 Tn -n

anile Inn-n cit .11110 trOts iIlnILnthS
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145 nlrIrOO llld lnliIIi0iuLtirr innlrrrent trallsllltOln

Orfereoos incur lard roil Iron reictirry tin avciahIv

1crsale Trrarcial OSICIS 31141 rnrflrorr clinT rrillronr rtiatrn

to denivonive tirrannrn risti 1010111
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D.6 Notes to Consolidated Financial Statements

Segment information continuing operations

As of and for the fiscal years ended September 30 2013 and 2012

Orders Later cal ryuerrue Ittterseqrrteot reveotie Total cannon

in yrlihoris olE 2013 2011 2013 2112 2013 2012 2013 2012

Sectors

Energy
28797 26930 26.386 27501 252 235 26638 27736

Heathcare 13950 13806 13598 13600 24 42 13621 13642

Industry 18417 18962 16943 17772 1643 1637 18586 19409

lnfrastructure8.Cities 21894 17150 17128 16731 750 853 17879 17585

Total Sectors 83057 76848 74055 75605 2669 2767 76724 78372

Equity
Investments

Financial Services SF5 1072 908 960 859 112 48 1072 908

Reconciliation to

Consolidated Financial Statements

Centrally managed portfolio activities 296 283 264 281 10 11 274 292

Siemens Real Estate SRE 2510 2434 301 325 2210 2121 2512 2447

Corporate items and pensions 470 508 302 325 170 184 472 509

Eliminations Corporate Treasury

and other reconciling items 5055 5041 5172 5132 5172 5132

Siemens 82351 75939 75882 77395 75882 77395

This suppleorentry aitijtrrratiorr or Ordes is provided roan 00 nrturest Certain pension Costs turd ilCorrte

run noluntaty basin It is not tarot die Consolidated tanes Cei tarn other terrrs oat coosrdrred pettorrrtance

Fi000ca Statenter its suLiect to the audit opinion rnidina tve up Manasorrterit cup he ext lusled Prolitot

Ci 0th it tire SectOi 505 well as of FOol ty
Ii nestments yr in

SF and OPt is liii ante letore irtcouurn trues

entrally inn rrageri portfolio acir itres is ear rturrjs before

Assets of the Sec tots as well as ot Equity trrvest tells arid

Cerrtr
Ills tnranageri portf cd at truitres is

defined as Total
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total assets
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Profit Assets Free cash flow Additions to intangible Amortization depreciation

assets arid propetty plant and and irrrpair merrts

eqoipotent

2013 20/2 09/30/2013 09130/2012 2013 2012 2013 2012 2013 2012

1955 1901 1621 1116 1595 2142 425 547 587 549

2048 1815 11023 11757 2238 1861 291 354 638 726

1478 2448 6549 6479 2070 2123 395 417 657 553

306 1102 5694 4012 384 737 239 290 332 276

5788 7266 24886 23364 6288 6863 1350 1608 2215 2104

396 549 1767 2715 114 100

409 479 18661 17405 857 528 69 31 230 270

12 29 267 448 58 12

171 115 4747 5018 108 231 365 453 314 327

839 668 11252 11693 431 910 83 103 91 67

70 23 63393 71889 1405 1634 34 41

5843 6.636 101.936 108251 5257 4.727 1869 2195 2819 2732

Free casi flow represer its
Cash rirrws frvrrr operjrtinrci actor

ties less Ariditiorts to irltaerji Lrte assets arid property plant

arid egrirpire tt Free sash low of tire sectors ii vest

merits rid Centrally rtraoacjeri yvi tfoho activities primarits

eociride rncotne tax frrraricrrro interest atrd icr tarn pension

related paynrerrisarri pie eeds Free rash low of SFS

firrancial services brrsirress artd 5SF rrrclvcies related

firrarrcrnvi interest paf rrrents and prvceeils irrcortre tis

paviareirts arrd
fir

01ev us of SF5 and SRF are eiciodrcL

Arirar rization deprecratroo anti rarparr rarer its corrtarts
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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 requirements 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

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 20 2013 The

Consolidated Financial Statements are generally prepared on

the historical cost basis except as stated in -3 NOTE SUMMARY

OF SIGNIFICANT ACCOUNTING POLICIES

Summary of significant

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

controls the SPE To determine when the Company should con

solidate based on substance Siemens considers the circum

stances 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 priv

ileges 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 account

ed 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 rec

ognizes galn or loss for the pre-existing relationship The

cost of an acquisition is measured at the fair value of the as

sets given and liabilities incurred or assumed at the date of ex

change Any contingent consideration to be transferred by

Siemens as the acquirer will be recognized at falr value at the

acquisition date Subsequent changes to the fair value of the

contingent consideration that is deemed to be an asset or lia

bility 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 Acquisi

tion-related costs are expensed in the period incurred Identifi

able assets acquired and liabilities assumed in business com

bination including contingent liabilities are measured

initially at their falr values at the acquisition date irrespective

of the extent of any non-controlling interest Uniform account

ing policies are applied Non-controlling interests may be mea

sured at their fair value full goodwill method or at the pro

portional fair value of assets acquired and liabilities assumed

partial goodwill method After initial recognition non-con

trolling interests may show deficit balance since both profits

and losses are allocated to the shareholders based on their eq

uity interests In business combinations achieved in stages

any previously held equity interest in the acquiree is remea

sured to its acquisition date fair value If there is no loss of

control transactions with non-controlling interests are ac

counted for as equity transactions not affecting profit and loss

At the date control is lost any retained equity interests are

remeasured to falr value In case of written put on non-con

trolling interests the Company distinguishes whether the pre

requisites for the transfer of present ownership interest are

fulfilled at the balance sheet date Provided that the Company

is not the beneficial owner of the shares underlying the put

option the exercise 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 partici

pate in profits and losses during the reporting period

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

92 To our Shareholders

262

117 Corporate Governance 155 Combined Management Report



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 function

al 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

average exchange rates during the period Differences arising

from such translations are recognized within equity and re

classified to net income when the gain or loss on disposal of

the foreign subsidiary is recognized The Consolidated State

ments of Cash Flow are translated at average exchange rates

during the period 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 cur

rency outside the euro zone used in the preparation of the

Consolidated Financial Statements is as follows

Yeareud exchange Annual average rate

ate quoted alto quoted into

till euntes Curt ennnjes

specified below speolied below

Yuan enndenl

Septewben 30 Sepreitiben 30

Currency ISO Code 2013 2012 2013 2012

U.S dollar USD 1.351 3.293 1.313 1.303

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 llabili

ties are revalued to functional currency applying the spot ex

change rate prevalling 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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Sales from construction contracts construction contract is

contract specifically negotiated for the construction of an asset

or combination of assets that are closely interrelated or inter

dependent in terms of their design technology and function

or their ultimate purpose or use When the outcome of con

struction contract can be estimated reliably revenues from

construction-type projects are recognized under the percent

age-of-completion method based on the percentage of costs

to date compared to the total estimated contract costs An ex

pected loss on the construction contract is recognized as an

expense immediately 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 ex

pense in the period in which they are incurred

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 As the scope of work to be performed

changes also in case of contract terminations such termina

tions are considered to be subset of variations Therefore the

requirements of LAS 11 relating to variations are applied to con

tract terminations irrespective of whether the contract is ter

minated by the customer Siemens or both In accordance with

the requirements of lAS ii relating to changes in estimates

the estimates of the total contract revenue and the total con

tract costs are adjusted reflecting the reduced scope of work to

be performed typically leading to reversal of revenue recog

nized This methodology is also applied to contracts for which

it is managements best estimate that termination is the

most likely scenario but which have not yet been terminated

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 under

the percentage-of-completion method as described above

Sales from multiple element arrangements Sales of goods and

services as well as software arrangements sometimes involve

the provision of multiple elements In these cases the Compa

ny determines whether the contract or arrangement contains

more than one unit of accounting If certain criteria are met

foremost if the delivered elements has have value to the

customer on stand-alone basis the arrangement is separated

and the appropriate revenue recognition convention is then

applied to each separate unit of accounting Generally the

total arrangement consideration is allocated to the separate

units of accounting based on their relative fair values How

ever if in rare cases fair value evidence is available for the un

delivered but not for one or more of the delivered elements

the amount allocated to the delivered elements equals the

total arrangement consideration less the aggregate fair value

of the undelivered elements residual method If the criteria

for the separation of units of accounting are not met revenue

is deferred until such criteria are met or until the period in

which the last undelivered element is delivered

Interest income Interest is recognized using the effective in

terest method

Royalties Royalties are recognized on an accrual basis in ac

cordance with the substance of the relevant agreement

Income 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 re

wards incidental to ownership to the customer are recognized

at an amount equal to the net investment in the lease Finance

income is subsequently recognized based on pattern reflect

ing constant periodic rate of return on the net investment us

ing the effective interest method selling profit component

on manufacturing leases is recognized based on the policies for

outright sales Profit from sale and leaseback transactions is

recognized immediately if significant risks and rewards of own

ership 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 relat

ing to cross-functional initiatives or projects are assigned to

the respective functional costs based on an appropriate allo

cation principle Regarding amortization see NOTE 16 OTHER

INTANGIBLE ASSETS regarding depreciation see NOTE 17 PROP

ERTY PLANT AND EQUIPMENT and regarding employee benefit

expenses see -9 NOTE 34 PERSONNEL COSTS

Government 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
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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

awarded for other than non-current assets grants related to

income are reported in the Consolidated Statements of In

come under the same functional area as the corresponding ex

penses They are recognized as income over the periods neces

sary 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 sales 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 infor

mation regarding product failure experienced during construc

tion installation or testing of products In the case of new

products expert opinions and industry data are also taken into

consideration in estimating product warranty provisions Ex

pected losses from onerous contracts are recognized in the pe
riod when the current estimate of total contract costs exceeds

contract revenue

Research and development costs 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 general

ly 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 are 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 pur

poses

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 car

rying 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 allo

cated to this cash-generating unit or this group of cash-gen

erating units is recognized The recoverable amount is the

higher of the cash-generating units or the group of cash-gen

erating units fair value less costs to sell and its value in use

If either of these amounts exceeds the carrying amount it is

not always necessary to determine both amounts These val

ues are generally determined based on discounted cash flow

calculations Impairment losses on goodwill are not reversed

in future periods if the recoverable amount exceeds the carry

ing amount of the cash-generating unit or the group of

cash-generating units to which the goodwill is allocated

Other intangible assets 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

253 Consolidated Financial Statements

254 0.1 Consolidated Statements of Income 258 0.5 Consolidated Statements of Changes in Equity

255 0.2 Consolidated Statements of Comprehensive Income 260 0.6 Notes to Consolidated Financial Statements

256 0.3 Consolidated Statements of Financial Position 348 Supervisory Board arid Managing Board

257 D.4 Consolidated Statements of Cash Flows

357 Additional Information

265



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 18 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

Fm tory and office buildings
20 to 50 years

Other buildings
to 10 years

lechnical rnachineryequipment to 10 years

Furniture office equipment generally years

Equipment leased to othem 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

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 ACQUISITIONS DISPOSITIONS AND DISCONTINUED OPERATIONS

that refer to the Consolidated Statements of Income and the

Consolidated Statements of Cash Flow relate to continuing

operations Siemens reports discontinued operations separately

in -9 NOTE ACQUISITIONS DISPOSITIONS AND DISCONTINUED OPERA

TIONS 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
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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 dis

tributions of such assets or disposal groups and its sale or

distribution must be highly probable The disclosures in the

Notes to Consolidated Financial Statements outside NOIE

ACQUISITIONS DISPOSITIONS AND DISCONTINUED OPERATIONS that

refer to the Consolidated Statements of Financial Position

generally relate to assets that are not held for disposal

Siemens reports non-current assets or disposal groups held for

disposal separately in NOTE ACQUISITIONS DISPOSITIONS AND

DISCONTINUED OPERATIONS Non-current assets classified as held

for disposal and disposal groups are measured at the lower of

their carrying amount and fair value less costs to sell unless

these items presented in the disposal group are not part of the

measurement 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 directly 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

Defined 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 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

service cost and interest income and expense of the following

year The net interest income or expense for the fiscal year will

be based on the discount rate for the respective year multi

plied by the net liability at the preceding fiscal years peri

od-end date The fair value of plan assets and DBO and thus

the interest income on plan assets and the interest expenses

on DBO are adjusted for significant events after the fiscal year

end such as supplemental funding plan changes or busi

ness combinations and disposals The DBO includes the pres

ent value from the effects of taxes payable by the plan on con

tributions or benefits relating to services already rendered

Service cost and past service cost for post-employment bene

fits as well as other administration costs which are unrelated

to the management of plan assets are allocated among func

tional costs line items Cost of sales Research and develop

ment expenses Selling and general administrative expenses

following the functional area of the corresponding profit and

cost centers Past service cost and settlement gains losses

are recognized immediately in profit or loss when the plan

amendment curtailment or settlement occurs Administration

Costs which are related to the management of plan assets and

taxes directly linked to the return on plan assets and payable

by the plan itself are included in the return on plan assets and

are recognized in Other comprehensive income net of income

taxes Forunfunded plans Siemens recognizes post-employ

ment benefit liability equal to the DBO For funded plans

Siemens offsets the fair value of the plan assets with the bene

fit obligations Siemens recognizes the net amount after ad

justments for effects relating to any asset ceiling in line item

Post-employment benefits or in line item Other current assets

Remeasurements comprise actuarial gains and losses result

ing for example from an adjustment of the discount rate as

well as the difference between the return on plan assets and

the amounts included in net interest on the net defined bene

fits liability asset and are recognized in Other comprehensive

income net of income taxes

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
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future cash flows at pretax rate that reflects current market

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 eco

nomic benefits of the contract Additions to provisions and re

versals are generaliy recognized in the Consolidated Statements

of Income The present value of the recognized obligations as

sociated with the retirement of property plant and equipment

asset retirement obligations that result from the acquisition

construction development or normal use of an asset is added to

the carrying amount of the related asset The additional carry

ing amount is depreciated over the useful life of the related as

set Additions to and reductions from the present 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 are provided as result of an en

titys offer made in order to encourage voluntary redundancy

before the normal retirement date or from an entitys decision

to terminate the employment Termination benefits in accor

dance with LAS 19K Employee Benefits are recognized as lia

bility
and an expense when the entity can no longer withdraw

the offer of those benefits

Financial instruments financial instrument is any con

tract that gives rise to financial asset of one entity and finan

cial liability or equity instrument of another entity Financial

assets of the Company malnly include cash and cash equiva

lents available-for-sale financial assets trade receivables

loans receivable receivables from finance leases and derivative

financial instruments with positive fair value Cash and cash

equivalents are not included within the category available-for-

sale financial assets as these financial instruments are not sub

ject 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 obligations under finance leases and derivative fi

nancial instruments with negative fair value Siemens does

not make use of the option to designate financial assets or finan

cial liabilities at fair value through profit or loss at inception

Fair Value Option Based on their nature financial instru

ments are classified as financial assets and financial liabilities

measured at cost or amortized cost and financial assets and

financial liabilities measured at fair value and as receivables

from finance leases

Financial instruments are recognized on the Consolidated

Statements of Financial Position when Siemens becomes

party to the contractual obligations of the instrument Regular

way purchases or sales of financial assets i.e purchases or

sales under contract whose terms require delivery of the as

set within the time frame established generally by regulation

or convention in 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 included in determining

the carrying amount if the financial instruments are not mea

sured at fair value through profit or loss Receivables from

finance leases are recognized at an amount equal to the net

investment in the lease Subsequently financial assets and

liabilities are measured according to the category cash and

cash equivalents available-for-sale financial assets loans and

receivables financial liabilities measured at amortized cost or

financial 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 classi

fied as available-for-sale financial assets and are measured at

fair value if reliably measurable Unrealized gains and losses

net of applicable deferred income tax expenses are recognized

in line item Other comprehensive income net of income taxes

Provided that fair value cannot be reliably determined

Siemens measures available-for-sale financial instruments at

cost This applies to equity instruments that do not have

quoted market price in an active market and decisive parame

ters cannot be reliably estimated to be used in valuation mod

els 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 con

siders all available evidence such as market conditions and

prices investee-specific factors and the duration as well as

the extent to which fair value is less than acquisition cost

in evaluating potential impairment of its available-for-sale

financial assets The Company considers decline in fair

value as objective evidence of impairment if the decline

exceeds 20% of costs or continues for more than six months
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An impairment loss for debt instruments is reversed in

subsequent periods if the reasons for the impairment no

longer exist

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 tin-

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 income taxes applicable

deferred income tax Certain derivative instruments embed

ded 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 lia

bilities that result from meeting the firm commitments are

adjusted 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 hedg

es are recognized in line item Other comprehensive income

net of income taxes applicable deferred income tax and any

ineffective portion is recognized immediately in net income

Amounts accumulated in equity are reclassified into net in

come in the same periods in which the hedged item affects net

income

Share-based payment IFRS Share-based payment dis

tinguishes between cash-settled and equity-settled share-

based payment transactions For both types the fair value is

measured at grant date and compensation expense is recog

nized over the vesting period during which the employees be

come unconditionally entitled to the awards granted

Cash-settled awards are re-measured at fair value at the end of

each reporting period and upon settlement The fair value of

share-based awards such as stock awards matching shares

and shares granted under the Jubilee Share Program is deter

mined as the market price of Siemens shares considering

dividends during the vesting period the grantees are not enti

tled to and market conditions and non-vesting conditions if

applicable

Prior-year information The presentation of certain pri

or-year information has been reclassified to conform to the

current year presentation In fiscal 2013 in the Consolidated

Statements of Cash Flow the Company changed retrospective

ly the presentation of salary withholdings of share-based pay

ment granted to employees to better reflect the nature of the

transaction In fiscal 2012 134 million were retrospectively re

classified from cash flows from financing activities to cash

flows from operating activities continuing operations

RECENTLY ADOPTED ACCOUNTING

PRONOUNCEM ENTS

As of October 2012 the Company early adopted lAS 19 Em

ployee Benefits revised 2011 LAS 19R which was issued by

the IASE in June 2011 The standard is effective for annual peri

ods beginning on or after January 2013 early application is

permitted The standard is applied retrospectively The amend

ment was endorsed by the EU in June 2012

The following amendments to LAS 19 have significant im

pact on the Companys Consolidated Financial Statements

lAS 19R replaces interest cost and expected return on assets

with net interest amount that is calculated by applying the

discount rate used to measure the defined benefit obligation

to the net defined benefit liability asset Net interest on the

net defined benefit liability asset comprises interest income

on plan assets and interest cost on the defined benefit obliga

tion The difference between the interest income on plan as

sets and the return on plan assets is included in line item

Remeasurements of defined benefit plans and recognized in

the Consolidated Statement of Comprehensive Income lesser

effect results from the recognition of unvested past service

costs in income immediately when incurred instead of amor

tization over the vesting period as well as from recognizing

other administration costs which are unrelated to the man

agement of plan assets when the administration services are

provided The elimination of the corridor approach does not
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affect the Company The adoption of LAS 19R did not result in

significant effects on line items Total comprehensive income

as well as Total equity

The following tables present the impacts of the changes in

accounting policy Impacts to the opening balance as of Octo

ber 2011 as well as impacts to the prior period presented are

Consolidated Statements of Financial Position

September 30 2012 As of October 2011

hr rrsrllrorrs of pre-adjustment adjustment post-adjustment pre-adjr rstrrserrt adj rrstrrsent post-adjustrtrerrt

Total assets 108282 31 108251 104243 33 104210

thereof Deferred tax assets 3777 29 3748 3206 31 3175

Total liabilities 76980 153 76827 72087 149 71.938

thereof Post-employment benefits 9926 125 9801 7307 120 7188

Total equity 31302 122 31424 32156 116 32271

thereof Retained earnings 22756 122 22877 25881 16 25996

Consolidated Statement of Income

Year curd ccl Septerrrber 2012 Year errded Septerrtber 30 2011

jr mrllrorrs of ocr share amounts irr pre acfjustrrserrt adjustment post-adjustrtront pre adjustment adjustment post-adiustrnent

Income from continuing operations

before income taxes 7002 366 6636 9248 485 8763

thereof Interest income 2240 1301 939 2207 1362 845

thereof Interest expenses 1727 967 760 1715 929 786

Income tax expenses 2068 74 1994 2225 88 2137

Income from continuing operations 4934 292 4642 7023 397 6625

Net income 4.590 307 4282 6321 422 5899

Basic earnings per share

Income from continuing operations 5.48 0.33 5.15 7.83 0.46 7.37

Net income 5.09 0.35 4.74 7.04 0.48 6.55

Diluted earnings per share

Income from continuing operations 5.43 0.33 5.10 7.74 0.45 7.29

Net income 5.04 0.35 4.69 6.96 0.48 6.48

If the Company had not applied LAS 19R as of October 2012 for the fiscal year ended September 30 2012 Correspondingly

line items Interest income and Interest expenses recognized line item Remeasurements of defined benefit plans recognized

in the Consolidated Statement of Income for fiscal 2013 would in the Consolidated Statement of Comprehensive Income

have increased by 1463 million and 798 million respec- would have decreased by 538 million net of tax in fiscal 2013

tively based on the expected return on plan assets as applied

Consolidated Statement of Comprehensive Income

Year errcled Septerrrfrer tO20 Year ended September 50 2011

irr rrnllroims of pre adjustrtrermt adprrstnrerrt prst rdjrrstanerrt pre adlrrstrrrermt adjustrrrerrt post-adjrrstrnerrt

Net incorxle 4590 307 4282 6321 422 5899

Items that will not be reclassified to profit or loss

Renieasuternents of defined benefit plans 2101 314 1787 65 412 347

Other comprehensive income

netofincometaxes 974 314 661 116 412 296

Total comprehensive income 3615 3622 6205 10 6195
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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

amendment is effective for reporting periods beginning on or

after January 2013 Both amendments were endorsed by the

European Union in December 2012

IFRS 10 provides comprehensive concept of control as the de

termining factor in whether an entity should be included with

in the Consolidated Financial Statements The standard pro

vides additional guidance to assist in the determination of con

trol where this is difficult to assess

IFRS 11 provides guidance for the accounting of joint arrange

ments by focusing on the rights and obligations of the ar

rangement 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

IFRS 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 The standards are to be applied on retrospec

tive basis In December 2012 IFRS 10 11 12 arid the conse

quential amendments to LAS 27 and LAS 28 were endorsed by

the European Union Siemens will adopt IFRS 10 11 12 and the

consequential amendments to lAS 27 and LAS 28 in fiscal 2014

The Company does not expect material impact on its Consoli

dated Financial Statements from these standards

In May 2011 the LASB 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-fi

nancial instrument items The new standard is applicable for

annual periods beginning on or after January 2013 early

adoption is permitted In December 2012 IFRS 13 was endorsed

by the European Union 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 Consolidat

ed Financial Statements upon adopting IFRS 13

In November 2009 the IASB issued IFRS Financial Instru

ments This standard is the first phase of the IASBs three-

phase project to replace LAS 39 Financial Instruments Recog

nition and Measurement IFRS amends the classification and

measurement requirements for financial assets including

some hybrid contracts It uses single approach to determine

whether financial asset is measured at amortized cost or at

fair value depending on how an entity manages its financial

instruments its business model and the contractual cash

flow characteristics of the financial assets In October 2010

most of the requirements for financial liabilities were carried

forward unchanged from LAS 39 to IPRS In December 2011

IFRS was amended to not require the restatement of compar

ative-period financial statements upon initial application to

require additional disclosures and to defer the mandatory ef

fective date to annual reporting periods beginning on or after

January 2015 As part of its current project Classification and

Measurement Limited Amendments to IFRS however the

LASB tentatively decided in July 2013 that the mandatory effec

tive date should be deferred again and left open depending on

the finalization of the limited amendments and the second

phase of IFRS Impairment Methodology Early application

would still be permitted The European Financial Reporting Ad

visory Group has postponed its endorsement advice on IFRS

as currently issued Due to the ongoing changes to IFRS by

the LASB the Companys assessment of the impacts of adopt

ing IFRS on the Companys Consolidated Financial State

ments is still ongoing

NOTE Critical accounting estimates

Siemens Consolidated Financial Statements are prepared in

accordance with IFRS as issued by the IASB and as adopted by

the EU Siemens significant accounting policies as described

in --9 NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 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 uncer

tain and susceptible to change Such critical accounting esti

mates could change from period to period and have material

impact on the Companys results of operations financial posi

tions and cash flows Critical accounting estimates could also
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involve estimates where management reasonably could have

used different estimate in the current accounting period

Management cautions that future events often vary from fore

casts 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 Com

pany accounts for construction projects using the percent

age-of-completion method recognizing revenue as perfor

mance on contract progresses Certain long-term service con

tracts are accounted for under the percentage-of-completion

method as well This method places considerable importance

on accurate estimates of the extent of progress towards com

pletion and may involve estimates on the scope of deliveries

and services required for fulfilling the contractually defined

obligations These significant estimates include total contract

costs total contract revenues contract risks including techni

cal political and regulatory risks and other judgments Under

the percentage-of-completion method changes in estimates

may lead to an increase or decrease of revenue The creditwor

thiness of our customers is taken into account in estimating

the probability that economic benefits associated with con

tract will flow to the Company In addition we need to assess

whether the contract is expected to continue or to be termi

nated In determining whether the continuation or termina

tion of contract is expected to be the most likely scenario all

relevant facts and circumstances relating to the contract are

considered on an individual basis For contracts expected to

be continued amounts already included in revenue for which

collectability ceases to be probable are recognized as an ex

pense For contracts expected to be terminated including ter

minations due to expected payment defaults of our customers

or terminations due to force majeure events the estimates on

the scope of deliveries and services provided under the con

tracts are revised accordingly typically resulting in decrease

of revenue in the respective reporting period Management of

the operating Divisions continually reviews all estimates in

volved in such construction contracts and adjusts them as

necessary

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 Siemens also consider country credit ratings which are

centrally determined based on information from external rat

ing agencies Regarding the determination of the valuation

allowance 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 2013 and 2012 Siemens recorded total valua

tion allowance for trade and other receivables of 1147 million

and 1190 million respectively

Impairment Siemens tests at least annually whether good

will has incurred any impalrment 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 forecasts

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 Likewise whenever property plant

and equipment other intangible assets and investments ac

counted for using the equity method are tested for impair

ment the determination of the assets recoverable amount in

volves the use of estimates by management that can have

material impact on the respective values and ultimately the

amount of any impairment

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

estimates and assumptions that tend to be uncertain

Employee benefit accounting Post-employment benefits

Obligations for pension and other post-employment benefits

and related net periodic benefit costs are determined in accor

dance with actuarial valuations These valuations rely on key

assumptions including discount rates expected compensation

increases rate of pension progression and mortality rates The
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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 govern

ment bonds yields Due to changing market economic and so

cial conditions the underlying key assumptions may differ

from actual developments and may lead to significant changes

in pension and other post-employment benefit obligations

Such differences are recognized in full through line item Other

comprehensive income net of income taxes in the period in

which they occur without affecting profit or loss

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

wards 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 standards

for example in the Fossil Power Generation Division in the

Power Transmission Division in the Mobility Logistics Divi

sion in the Rail Systems Division and in the Healthcare Sector

as well as estimates involving warranty costs and estimates

regarding project delays including the assessment of responsi

bility splits between the contract partners for these delays

Significant estimates and assumptions are also involved in the

determination of provisions related to major asset retirement

obligations Uncertainties surrounding the amount to be recog

nized include for example the estimated costs of decommis

sioning because of the long time frame over which future cash

outflows are expected to occur including the respective 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

civil sanctions penalties damage claims and other claims 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 estimated Regulatory and le

gal proceedings as well as government investigations often

involve complex legal issues and are subject to substantial un
certainties Accordingly management exercises considerable

judgment in determining whether there is present obligation

as result of past event at the end of the reporting 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 periodi

cally reviews the status of these proceedings with both inside

and outside counsel These judgments are subject to change

as new information becomes available The required amount

of provision may change in the future due to new develop

ments in the particular matter Revisions to estimates may sig

nificantly impact future net income Upon resolution Siemens

may incur charges in excess of the recorded provisions for

such matters It cannot be excluded that the financial position

or results of operations of Siemens will be materially affected

by an 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 that portion

would not be recognized

NOTE Acquisitions dispositions

and discontinued operations

ACQUISITIONS

In fiscal 2013 and 2012 the Company completed number of

acquisitions which are included in the Companys Consolidated

Financial Statements since the date of acquisition

aa Acquisitions in fiscal 2013

At the beginning of May 2013 Siemens acquired all of the

shares of six entities constituting the rail automation business

of Invensys plc U.K Invensys which are being integrated in

the Infrastructure Cities Sectors Mobility and Logistics Divi

sion With the acquisition Siemens expanded and comple

mented the InfrastructureCities Sectors rail automation
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business The preliminary purchase price amounts to 2036

million including 53 million cash acquired of which 472

million were paid to the Invensys Pension Trust The purchase

price is preliminary mainly because it is subject to final agree

ment on the closing accounts The following figures resulting

from the preliminary purchase price allocation reflect the

amounts recognized as of the acquisition date for each major

class of assets acquired and liabilities assumed Intangible as

sets 902 million Inventories 158 million Receivables 127

million Deferred income tax assets 68 miliion Liabilities

485 million and Deferred income tax liabilities 139 million

Intangible assets mainly relate to customer relationships of

619 million with useful life of 18 years and technology of

258 million with useful life of 18 years Provisional goodwill

of 1278 million comprises intangible assets that are not sepa

rable such as employee know-how and expected synergy ef

fects Including effects from purchase accounting and integra

tion costs the acquired business contributed revenues of 335

million and net loss of 44 million to Siemens for the period

from acquisition to September 30 2013 If the acquired busi

ness had been included as of October 2012 the impact on

consolidated revenues and consolidated net income for the

twelve months ended September 30 2013 would have been

915 million and million respectively

At the beginning of January 2013 Siemens acquired all of the

shares in LMS International NV Belgium leading provider of

mechatronic simulation solutions which is being integrated in

the Industry Sectors Industry Automation Division With the

acquisition Siemens expanded and complemented the Indus

try Sectors product lifecycle management portfolio with

mechatronic simulation and testing software The preliminary

purchase price amounts to 702 million including 32 million

cash acquired The following figures represent the prelimi

nary purchase price allocation and show the amounts recog

nized as of the acquisition date for each major class of assets

acquired and liabilities assumed Intangible assets 398 mil

lion Property plant and equipment 22 million Inventories

41 million Receivables 58 million Liabilities 128 million

and Deferred income tax liabilities 87 million Intangible as

sets mainly relate to technology of 290 million with useful

life of seven to eight years and customer relationships of 105

million with useful life of 16 to 20 years Provisional goodwill

of 352 million comprises intangible assets that are not sepa

rable such as employee know-how and expected synergy ef

fects Including effects from purchase accounting and integra

tion costs the acquired business contributed revenues of 94
million and net loss of 68 million to Siemens for the period

from acquisition to September 30 2013 If the acquired busi

ness had been included as of October 2012 the impact on

consolidated revenues and consolidated net income for the

twelve months ended September 30 2013 would have been

125 million and 90 million respectively

ab 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 expanded its portfolio in the at

tractive future market for subsea power grids The aggregate

consideration amounts to 469 million including million

cash acquired The acquired business is integrated into Ener

gy Sectors OilGas Division The following figures represent

the final purchase price allocation and show the amounts rec

ognized as of the acquisition date for each major class of as

sets acquired and liabilities assumed Intangible assets 162

million Property plant and equipment 21 million Inventories

18 million Receivables 25 million Liabilities 41 million and

Deferred income tax liabilities 35 million Intangible assets

mainly relate to customer relationships of 46 million with

useful life of nine to 13 years technology of 98 million with

useful life of eight to twelve years and order backlog of 12

million with useful life of two years Goodwill of 307 million

comprises intangible assets that are not separable such as em

ployee know-how and expected synergy effects Including

effects from purchase accounting and integration costs the

acquired business contributed revenues of 57 million and

net income 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 consoli

dated revenues and consolidated net income for the twelve

months ended September 30 2012 would have been 121 mil

lion 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 spe

cialist in heat recovery steam generators for combined-cycle

gas and steam power plants at Energy Sectors Fossil Power

Generation Division and eMeter Corporation meter data

management 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 final purchase price alloca

tions and show the amounts recognized for each major class

of assets acquired and liabilities assumed

iii imilions of

Goodwill 579

Technology

CustOmer relationships

Other intangible assets 50

Other long-lived assets 56

Trade and other receivables 82

Inventories zl9

Other current assets 70

Cash and cash equivalents 138

Total assets acquired 1251

Other liabilities and provisions 153

Deferred tax liabilities 51

Current liabilities 78

Total liabilities assumed 282

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 contributed revenues of

271 million and net loss of million to Siemens for the peri

od from the respective acquisition date to September 30 2012

If these acquired businesses 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

DISPOSITIONS AND DISCONTINUED OPERATIONS

ba Dispositions not qualifying for discontinued

operations closed transactions

Dispositions in fiscal 2013

On July 2013 Siemens and Nokia have signed an agreement

under which Nokia acquires the shares held in Nokia Siemens

Networks Holding B.V NSN by Siemens for an agreed pur

chase price of 1700 million The cash consideration amounts

to 1200 million with the remaining 500 million to be grant

ed as an interest bearing loan to Nokia maturing one year

after closing

The impairment recognized on the investment in fiscal 2009

was partly reversed since its recoverable amount represented

by its fair value less cost to sell derived from the agreed

purchase price exceeds the carrying amount of NSN after

applying the equity method Thus item Reversals of impair

ment presented in line item Income loss from investments

accounted for using the equity method net included 301 mil

lion relating to NSN held by segment Equity Investments

The investment in NSN was classified as held for disposal as

of June 30 2013 and equity method accounting ceased

The share of losses recognized for the investment in NSN in

fiscal 2013 and 2012 amounted to 76 million and 741 million

respectively

The transaction closed in August 2013 and resulted in further

gain on disposal for the investment previously presented as

held for disposal of 76 million due to the reversal of amounts

recognized in line item Other comprehensive income net of in

come taxes Nokia early redeemed the loan in September 2013

bb Dispositions not qualifying for discontinued

operations held for disposal

The Consolidated Statements of Financial Position as of Sep

tember 30 2013 and 2012 include assets held for disposal of

625 million and 106 million and liabilities held for disposal

of 215 million and 39 million respectively that do not quali

fy as discontinued operations As of September 30 2013 the

assets and liabilities mainly include the Business Unit Turbo-

Care of the Energy Sector

bc Discontinued operations

General

Net income loss from discontinued operations presented in

the Consolidated Statements of Income in fiscal 2013 and 2012

amount to 197 million thereof 158 million income tax and

360 million thereof 77 million income tax respectively

Net income loss from discontinued operations attributable to

shareholders of Siemens AG for fiscal 2013 and 2012 amount to

191 million and 360 million

Water Technologies discontinued operations

assets and liabilities held for disposal

In the first quarter of fiscal 2013 Siemens decided to sell its

Business Unit Water Technologies The conditions for Water

Technologies to be classified as held for disposal and dis

continued operations were fulfilled as of the fourth quarter of

fiscal 2013
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Accordingly the results of Water Technologies are disclosed as

discontinued operations in the Companys Consolidated State

ments of Income for all periods presented

Yea ended September 30

in xijll ions of
2013 2012

Revenue 950 1099

Expenses 959 1081

Loss on the measurement to fail value

less costs to sell or on the disposal

of the disposal group constituting the

discontinued operations 24

Pretax income loss from discontinued

operations 32 18

Income taxes on ordinary dctivities

Income taxes on the loss on the

measurement to fair value less Costs to

sell or on the disposal of the disposal grolip

constituting the discontinued operations

Income loss from discontinued

operations net of income taxes 26

The assets and liabilities of Water Technologies are presented

as held for disposal in the Consolidated Statements of Finan

cial Position as of September 30 2013 The carrying amounts

of the major classes of assets and liabilities of Water Technolo

gies were as follows

September 30

in mill ions of 2013

Trade arid other receivables 155

Irrverltories 144

Financial assets 35

Goodwill 155

Other intangible assets 103

Ploperty plant and equipment 157

Other assets 19

Assets classified as held for disposal 768

Trade payables 79

Current provisions
36

Other currerl liabilities 92

Post-employment benefits 13

Other liabilities 37

Liabilities associated with assets

classified as held for disposal 258

Upon classification as held for disposal and discontinued oper

ations in the fourth quarter of fiscal 2013 Water Technologies

was measured at the lower of its previous carrying amount

and fair value less costs to sell The associated loss recognized

represents impairment of goodwill amounting to 13 million

Solar business reclassification

to continuing operations

In the fourth quarter of fiscal 2012 Siemens decided to sell its

solar business consisting of the former Business Units Solar

Thermal Energy and Photovoltaics and classified it as held for

disposal and discontinued operations since the end of fiscal

2012 In the second quarter of fiscal 2013 the solar business no

longer fulfilled the conditions to be classified as held for dis

posal and discontinued operations as disposal within one

year was no longer considered highly probable Regarding Pho

tovoltaics the disposal process was terminated in March 2013

and instead the phase out of existing orders with subsequent

closure of the activities is being pursued Regarding Solar

Thermal Energy the disposal within one year was no longer

highly probable due to the worsened environment in the over

all market for solar thermal energy as well as decrease of out

put of solar thermal power plant within the solar thermal

energy activities of Siemens Therefore the solar business is

reported within continuing operations of the Energy Sector In

the third quarter of fiscal 2013 Siemens decided to terminate

the sales process for Solar Thermal Energy as well and instead

is pursuing the phase out of existing orders with subsequent

closure of the activities except for the solar thermal power

plant which will be continued

Loss from continuing operations before income taxes regard

ing the solar business presented in the Consolidated State

ments of Income for fiscal 2013 and 2012 amounted to 255
million and 258 million respectively

As of September 30 2012 the assets and liabilities of the solar

business amounting to 224 million and 126 million were

classified as assets and liabilities held for disposal

OSRAM discontinued 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 mi

nority stake in OSRAM The conditions for OSRAM to be classi

fied as held for disposal and discontinued operations were

fulfilled as of the end of the second quarter of fiscal 2011 Fac

ing the market 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
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of spin-off by issuing 05MM shares to the shareholders of

Siemens AG and subsequent listing of these shares

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 held for disposal and discontinued operations By

reversing the previous classification Siemens recognized

negative effect on earnings of 443 million before taxes in the

third quarter of fiscal 2012 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 considered listing via spin-off as highly probable in

cluding the high probability of the shareholders approval

based on past experience with other capital matters suggested

for approval at the Annual Shareholders Meeting feedback

from the financial market and the economic rationale of the

decision from shareholder perspective Accordingly Siemens

classified OSRAM as held for disposal and discontinued opera

tions agaln Among other impacts on other income taxes on
costs to sell/spin-off costs Siemens adjusted deferred tax as

sets according to the plan of issuing 05MM shares in the form

of spin-off

In November 2012 Siemens called off the initial public of fer

ing plan and made available spin-off report to its sharehold

ers in December 2012 in order to request their approval for the

spin-off of 80.5% of 05MM at the Annual Shareholders Meet

ing in January 2013 At the Annual Shareholders Meeting the

shareholders of Siemens AG approved the spin-off of OSRAM

by majority of more than 98% In July 2013 Siemens success

fully completed its planned spin-off and listing of OSRAM As

result Siemens derecognized the net carrying amount of the

disposal group OSRAM and the associated spin-off liability The

spin-off liability which was initially recognized in the second

quarter of fiscal 2013 based on the shareholders approval was

presented in other current liabilities and reflected 80.5% of the

fair value of OSRAM At the end of each reporting period and at

the date of the actual spin-off Siemens measured the spin-off

liability at fair value with any changes recognized in retained

earnings

Effective July 2013 Siemens transferred 80.5% of its owner

ship interest in OSRAM in the spin-off transaction to its share

holders Immediately after the effectiveness of the spin-off

Siemens contributed 2.5% to the Siemens Pension Trust e.V

and thereafter owns 17.0% in OSRAM The effectiveness of the

spin-off triggered remeasurement of the spin-off liability at

falr value The loss of control resulted in the derecognition of

OSRAMs net assets including non-controlling interests the

reclassification of components of other comprehensive in

come and the recognition of the remaining stake in OSRAM at

falr value Siemens applied multiple valuation technique in

order to determine the fair value of the spin-off liability as of

July 2013 using the input of discounted cash flow valua

tion and market multiples derived from report from an inde

pendent expert The fair value of the spin-off liability repre

senting 80.5% of the ownership interest in OSRAM amounted

to 2270 million the derecognized net assets spun-off

amounted to 2182 million resulting in difference at the

amount of 88 million Siemens recognized gain of 21 mil

lion due to the measurement of the remaining stake in OSRAM

at fair value The derecognition of the non-controlling inter

ests and the reclassification of relevant components of other

comprehensive income resulted in gain of 23 million and

of 19 million respectively In fiscal 2013 costs to sell/spin

off costs amounted to 98 million As result Siemens

recognized total gain on the spin-off in the amount of 54
million in fiscal 2013 Due to the nature of the spin-off the

derecognition of the disposal group is presented as non-cash

transaction

The results of OSRAM are disclosed as discontinued operations

in the Companys Consolidated Statements of Income for all

periods presented

Year prided September /11

iv xxl/iuxs ci 2013 201

Revenue 4064 5400

Expenses 3745 5476

Ga/ti on the spin-off of the disposal group

constituting the discontinued operations

prior years costs to sell/spin-ott costs 54 33
Pretax income loss from discontinued

operations 372 109

Income taxes on ordinary activities 110

Other income taxes

on costs to sell/spin-ott costs 15 26

Income loss from discontinued

operations net of income taxes 277 135

The assets and liabilities of OSRAvl were presented as held for

disposal in the Consolidated Statements of Financial Position

until the effective date of the spin-off on July 2013 The car

rying amounts of the major classes of assets and liabilities of

OSRAM were as follows
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July Sep 30

In nnlhons 01 2013 2012

Cash and cash equivalents 476 28

Trade and other receivables 850 827

Inventories 1009 1044

Financial assets
271 111

Goodwill 274 277

Other intangible assets 193 161

Property plant antI equipment 1459 1416

Deferred tax assets 311 376

Other assets 204 212

Assets classified as held for disposal 5046 4.450

Trade payebles

Current provisions

Other current liabilities

Post-employment benefits

Other liabilities

Liabilities associated with

assets classified as held for disposal

610

98

434

398

796

2336

609

92

379

488

304

1872

Revenue resulting from transactions between OSRAM and

joint ventures and associates of Siemens in fiscal 2013 and

2012 amounted to 19 million and 156 million respectively

Expenses resulting from transactions between OSRAM and

joint ventures and associates of Siemens in fiscal 2013 and

2012 amounted to 11 million and 13 million respectively

As of September 30 2012 receivables from and liabilities to

joint ventures and associates are 39 million and million

respectively

Siemens IT Solutions and Services

discontinued operations

Effective July 2011 Atos S.A AtoS acquired Siemens IT

Solutions and Services for cash payment of 177 million

Siemens received 12.5 million newly issued shares in AtoS

with five-year lock-up commitment five-year 250 million

convertible bond nominal value and entered into sev

en-year outsourcing contract worth around 5.5 billion under

which AtoS will provide managed services and system integra

tion to Siemens Siemens retains the equity method accounted

project HERKULES disclosed in Centrally managed portfolio

activities Siemens recognized liability for purchase price ad

justments and recorded contractual obligations loss provi

sions and risk contingencies in connection with the sales

agreements In fiscal 2013 and 2012 gain of 99 million and

53 million resulted from purchase price adjustments final

settlement with AtoS was not yet reached in fiscal 2013

Year ended September 30

in
millions of ci 2013 2012

Revenue

Espenses 40 35

Gain loss on the measurement to fair

value less costs to sell or on the disposal

of the disposal group constituting the

discontinued operations 99 45

Pretax income from discontinued

operations 59 10

Income taxes on ordinary activities 12 15

Income taxes on the gain loss on the

measurement to fair value less costs to

sell or on the disposal of the disposal group

constituting the discontinued operations 15

Income from discontinued

operations net of income taxes 71 40

Former segments SV and Corn

discontinued operations

Net results from discontinued operations of SV activities and

the former operating segment Com presented in the Consoli

dated Statements of Income in fiscal 2013 and 2012 amounted

to 117 million thereof 81 million income tax and 260
million thereof 73 million income tax respectively The

net results in fiscal 2013 included an income tax expense of

84 million related to NSN The net results in fiscal 2012 mainly

relate to Com and include settlements of matter with the

Greek State with pretax impact of 143 million 104 mil

lion after tax as well as negative tax effects of 115 million

N0TE5 Other operating income

In fiscal 2013 and 2012 Other operating income includes gains

on sales of property plant and equipment partially leased back

under operating leases mainly in fiscal 2013 and of intangible

assets of 228 million and 207 million respectively as well as

income in connection with legal and regulatory matters

NOTE Other operating expenses

Other operating expenses in fiscal 2013 and 2012 include

impairment losses on goodwill charges related to legal and

regulatory matters losses on sales of property plant and

equipment and intangible assets and losses from the sale of

businesses
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NOTE Income loss from investments NOTES Interest income interest expenses

accounted for using the equity method and other financial income expenses
net net

Year ended September 30

Irs rmsflmorrs of 2013 2012

Share of profit toss net 247 371

Gains losses on sales net 78 103

Impairment 116 68
Reversals of impairment 301

Income loss from investments accounted

for using the equity method net 510 333

Items Share of profit loss net Gains losses on sales net

and Reversals of impairment include the effects of disposing

of Siemens share in NSN in the fourth quarter of fiscal 2013

see -3 NOTE ACQUISITIONS DISPOSITIONS AND DISCONTINUED OPER

ATIONS Item Share of profit loss net also includes Siemens

share in Enterprise Networks earnings EN of 96 million

and 23 million in fiscal 2013 and 2012 respectively Due to

Siemens commitment made to EN which forms part of

Siemens net investment in EN Siemens recognized the previ

ously unrecognized share of losses as well as the current share

of losses in fiscal 2013

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 2013 and 2012 item Impairment includes 97 million

and 46 million related to an investment of Siemens solar

business see -- NOTE ACQUISITIONS DISPOSITIONS AND DISCON

TINUED OPERATIONS

Year errijed Septenrber 30

rn rrriIIons 01 2013 2017

Interest income

from post-employment benefits

Interest income other then

from post-employment benefits 945 930

Interest income 948 939

Interest expenses

from post-employment benefits 297 310

Interest expenses other than

from post-employment benefits 493 450

Interest expenses 789 760

Incorrie expenses

from available-for-sale financial assets net 80 103

Miscellaneous financial

income expenses net 74 108

Other financial income expenses net 154

Total amounts of item Interest income and expense other

than from post-employment benefits were as follows

Year rr den September 30

ljrr rrrrllrmrmms of 2013 2012

Interest income other than

front post-employment benefits 945 930

Interest expenses other than

from post-eniploymnent benefits 493 450

Interest income expenses net

other than from post-employment benefits 452 480

Thereof Interest irrconre

experrsex of operatiorrs net

Thereof Other interest income

experrses net 455 471

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

interest income on corporate assets
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NOTE9 Income taxes
Item Interest income expense other than from post-employ

ment benefits includes the following with respect to financial

assets financial liabilities not at fair value through profit or

loss

Year circled Septero Ocr 30

Ill millions ofF 2013 2012

Total interest income on financial assets 931 918

Total interest expenses on financial liabilites 767 796

Belatroo to fredqed sosriors helen only the irtteiest eryerseh ort ietloeo trellis

not at fair value tiirootjfi yiofit arid loss is oiiodeil whereas item Interest eXpenses

odin than pension
also coiomrns the otfsettmq effect oil interest cit tire hedrjnry

irrstr lionel the slitferenri is dire to tire rirsyar 01cr oh rrterest rate recap conitrac Is

The components of item Income expense from available-for-

sale financial assets net were as follows

Year ended September 30

In oolfioos cit
2013 2012

Divitfencls received 18 18

Gains on sales net t7 101

Impairment 316 t7

Other

Income expenses from

available-for-sale financial assets net 80 103

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 Sep

tember 30 2011 The investment was classified as held for dis

posal The transaction closed in December 2011

Item Miscellaneous financial income expense net in fiscal

2013 and 2012 includes gains losses of 95 million and

238 million respectively from the accretion of provisions

and the increase decrease in the discount rate as well as

expenses as result of allowances and write of fs of finance

receivables net of reversals of 80 million and 89 million

respectively Furthermore gains losses related to derivative

financial instruments are included

Income from continuing operations before income tax is at

tributable to the following geographic regions

heat curbed Septenniftet to

iii nedhttos itt
2013 2012

Germany 1227 2266

Foreign 4615 4370

5843 6636

Income tax expense benefit consists of the following

Year coded September dO

in millions ot 2013 2012

Ccmrrent tax

German corporation and trade taxes 543 148

Foreign income taxes 1236 1510

1779 1658

Deferred tax

Germany 233 4t9

Foreign 382 83

149 336

Income tax expenses 1630 1994

The current income tax expenses in fiscal 2013 and 2012 in

cludes adjustments recognized for current tax of prior years in

the amount of 92 million and 117 million respectively The

current tax expense is positively impacted by the closing of

mutual agreement procedure regarding transfer prices be

tween Germany and the U.S in the fourth quarter of fiscal

2013 leading to an increase of German current taxes and an

overcompensating decrease of foreign income taxes In fiscal

2012 the German current tax expense is positively affected by

receivables due to several mutual agreement procedures

The deferred tax expense benefit in fiscal 2013 and 2012 in

cludes tax effects of the origination and reversal of temporary

differences of 297 million and 150 million respectively

The German deferred tax expense in fiscal 2013 is mainly relat

ed to the utilization of tax loss carryforwards
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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 current and deferred differs from the

amounts computed by applying combined statutory German

income tax rate of 31% as follows

Year ended Seprernher 30

fm mill ions of 2013 20t2

Expected income tax expenses 1.811 2058

Increase decrease in mnconre taxes

res ul ti

rig
from

Nort-deductrhle losses and espenses 380 388

Tax-free irrcorne 346 398

Taxes for prior years 50 59
Change in realizability of deferred

tan assets arid tax credits 23 17
Change in tax rates 31 19

Foreign tax rate differential 182 52
Tax effect of irrvestnients accounted

for rr si rig lie ego ity rretfrocl 74 15

Other net

Actual income tax expenses 1630 1994

The tax free income in fiscal 2013 is amongst others attribut

able to the NSN disposal

Deferred income tax assets and liabilities on gross basis are

summarized as follows

September 30

frrr rrmrllrrins of 2013 2012

Assets

Financial assets 54 52

Other
intangible assets 190 169

Property plant and egiripmerit 303 288

Inventories 558 551

Receivables 682 541

PosCemploynient benefits 2.954 3238

Provisions 1685 1677

Liabilities 2014 2513

Tan loss and credit carryfotward 918 1296

Other 282 231

Deferred tax assets 9640 10556

Lia hi ties

Financial assets 239 236

Other intangible assets 1582 1407

Property plant and eqlripment 631 782

Inventories 1700 1857

Receivables 1776 2061

Provisions 601 450

Liabilities 69 156

Other 312 353

Deferred fax liabilities 6910 7302

Total deferred tax assets net 2730 3254

In assessing the realizability of deferred tax assets manage
ment considers the extent to which it is probable that the de

ferred tax asset will be realized The ultimate realization of de

ferred tax assets is dependent upon the generation of future

taxable profits during the periods in which those temporary

differences and tax loss carryforwards become deductible

Management considers the expected reversal of deferred tax

liabilities and projected future taxable income in making this

assessment 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 be

lieves it is probable the Company will realize the benefits of

these deductible differences As of September 30 2013 the

Company has certain tax losses subject to significant limita

tions For those losses deferred tax assets are not recognized

as it is not probable that galns will be generated to offset those

losses
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As of September 30 2013 and 2012 the Company had in total

3341 million and 4721 million respectively of gross tax loss

carryforwards The Company assumes that future operations

will generate sufficient taxable income to realize the deferred

tax assets

Deferred tax assets have not been recognized with respect of

the following items gross amounts

September 30

far nrilhons cr1
2013 2012

Deductible temporary differences 150 165

Tax loss carryforward 941 662

1091 827

As of September 30 2013 and 2012 221 million and 214 mil

lion respectively the major part of the unrecognized tax loss

carryforwards expire over the periods to 2018

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 rejected the deductible treatment of ex

penses in connection with the buy-back of the convertible

bond issued 2003 Accordingly line item Capital reserve was

reduced by 553 million and tax expense of 53 million was

recognized in fiscal 2013 The Company filed an appeal and will

rigorously defend the position taken in tax returns In addition

the Company has applied for several mutual agreement proce

dures to avoid double taxation

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 19214

million and 21270 million respectively in fiscal 2013 and 2012

because the earnings are intended to be permanently reinvest

ed 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 ended Septerrrber 30

in miUkrrrs of 2011 2012

Continuing operations 1.630 1994

Discontinued operations 158 77

Irr.orrre and expenses recognized

directly in equity
738 194

2526 877

NOTE 10 Available-for-sale financial assets

The following tables summarize the current portion of the

Companys investment in available-for-sale financial assets

September 30 2013

Unrealized Unrealized

ic
mrfliorrs of Cost Fair value Gain Loss

Equity insrrurnents

Debt instrutrsents 378 382

Fund shares 195 211 16

580 601 21

iii irrrlliorrs crf
Crct

Ectuity instrurrrents

Debt instrurrrerrts 304

Fund shares 196

506

Fair vafrie

308

208

524

Seprenrber 10 2012

Ijrrrealied Or eIized

Gain Loss

13

19

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 and since July

2013 in OSRAM As of September 30 2013 and 2012 non-cur

rent available-for-sale financial assets measured at cost amount

to 167 million and 293 million respectively available-for-

sale financial assets measured at fair value amount to 1394

million and 728 million respectively Unrealized gains losses

in fiscal 2013 and 2012 resulting from non-current available-

for-sale financial assets at fair value were 401 million and

215 million respectively
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NOTE 11 Trade and other receivables

September 30

ri millions of 2013 2012

Trade receivables from the sale

of goods and services 12932 13310

Receivables from finance leases 1921 1910

14853 15220

Changes to the valuation allowance of current and long-term

receivables presented in -3 NOTE 11 12 AND 19 which belong to

the class of financial assets measured at amortized cost are

as follows excluding receivables from finance leases

Year ended September 20

in mi lions of 2013 2012

Valuation allowance as

of beginning of fiscal year 1056 1005

Increase in valuation allowances

recorded in the Consolidated Statements

of Income in the current period 205 191

Write-offs charged against the allowance 208 118

Recoveries of amounts previously written-off

Foreign escfmange translation differences 38
Reclassifications to line item Assets held for

disposal and dispositions of those entities 54
Valuation allowance as of fiscal year-end 1023 1056

In fiscal 2013 and 2012 receivables from finance leases cur

rent amount to 1921 million and 1910 million respective

ly the long-term portion amounts to 3340 million and

3148 million respectively The valuation allowance on cur

rent and long-term receivables from finance leases changed

as follows

Year ernied September 30

ni millions of ci 2013 21112

Valuation allowarrce as of beginninq

of fiscal year 134 142

Increase in valuation allowances

recorded in the Consolidated Statements

of Income in tile current period 35 23

Write-offs charged against tile allowance 47 40

Recoveries of amounts previously
wnitterl-off

Foreign exchange translation differences

Reclassifications to and from line item

Assets held for disposal and dispositions

of those entities

Valuation allowance as of fiscal year-end 124 134

Minimum future lease payments to be received are as follows

September 30

in millions of 2013 2012

Witfrin one year 2.318 2273

After one year but not rriore than five years 3406 3240

More than live years
214 206

5938 5719

The following table shows reconciliation of minimum future

lease payments to the gross arid net investment in leases and

to the present value of the minimum future lease payments

receivable

September 30

nm rmnllnorrs of 2013 7017

Minimum future lease payments 5938 5719

Plus Unguaranteed residual values 97 131

Gross investment in leases 6034 5850

Less Unearned finance income 649 657

Net investment ml leases 5385 5193

Less Allowance for doubtful accounts 124 34

Less Present value of uriquaranteed

residual value 85 117

Present value of minimum

future lease payments receivable 5176 4942
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The gross investment in leases and the present value of mini

mum future lease payments receivable are due as follows

septeiriber 30

in milhons of 2013 202

Gross investment in leases 6034 5850

Within one year 2345 2388

One to five
years

3472 3248

Thereafter 218 214

Present value of minimum future

lease payments receivable 5176 4942

Witfiin one year 1.946 2012

One to five
years

3035 2743

Thereafter 195 187

Investments in finance leases primarily relate to industrial ma
chinery medical equipment transportation systems equip

ment for information technology and office machines Actual

cash flows will vary from contractual maturities due to future

sales of finance receivables prepayrnents and write-off

NOTE 12 Other current financial assets

Seplernber

in rniHion 01 2013 2012

Derivative financial instruments 435 530

Loans receivable 1646 1197

Other 1169 1174

3250 2901

NOTE 13 Inventories

Septei nber 10

in rid 1005 01 2013 2012

Raw materials and supplier 2.476 2629

Work in process 3502 3496

Costs and earnings in excess of

billings on uncompleted contracts 8604 8005

Finished goods and products held for resale 2311 2643

Advances to suppliers
707 953

17601 17726

Advarrce payments received 2040 2047

15.560 15679

Cost of sales rendered include inventories recognized as ex

pense amounting to 53778 million and 53947 million re

spectively in fiscal 2013 and 2012 Raw materials 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 com

pared to prior year increased by 39 million and 57 million as

of September 30 2013 and 2012

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 in 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 2013 and 2012 amounted to 83187 mil

lion and 83533 million respectively Revenue from construc

tion contracts amounted to 31178 million and 32530 mil

lion respectively for fiscal 2013 and 2012

Advance payments received on construction contracts in prog

ress were 8630 million and 9295 million as of September 30

2013 and 2012 Retentions in connection with construction con

tracts were 452 million and 343 million in fiscal 2013 and 2012

In the fourth quarter of fiscal 2012 Siemens revised project

calculations for long-term contracts with customers in Iran in

accordance with accounting guidance for construction and

service contracts The resulting adjustments reduced income

from continuing operations before income tax expenses by 347

million

NOTE 14 Other current assets

Sepsrriber 30

101 millicn 2013 2017

MiscellaneoLlO tax receivables 735 668

Prepaid expenses 227 262

0111cr 335 346

1297 1277
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NOTE 15 Goodwill

Accumulated impairment losses and other changes

Balance at beginning of year

Translation differences and other

1448

66
70

229

1546

59

85

242

1448

Impairment losses recognized during the period

Dispositions and reclassifications to assets classified as held for clisposaf

Balance at year-end 1681

Carrying amount

Balance at beginning of year

Balance at year-end

17069

17883

15706

17069

Iiripaurniiirs

23

47

70

70

Carrying

amount as of

9/30/2013

2606

7.950

4276

2930

17761

122

17883

riilis of 3Y

Sectors

Energy

Healthcaie

Industry

Carrdng

iiiouiir of

lOOr/2111

Irairsiation

diffei eiices

isO ithir

qursitiorrs

and purchase

accounting

stiflUults

Disposil ions

rrclassificilioiis

nd edassif tuft is

to assets classified

as field for disposal

liirpairrriunls
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Balance at beginning of year

Translation differences and other

Cost

Acquisitions and purchase accounting adjustments

Balance at year-end

Dispositions and reclassifications to assets classified as held for disposal

/i ii
mill joirs of

Year ended Seprerrrbei 30

2013 2012

18517
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17252
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19564
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18517
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irf1ijslrrieiils
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Siemens performs the mandatory annual impairment test in

the three months ended September 30 Except as disclosed

above the recoverable amounts for the annual impairment

test 2013 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 2.3% in fis

cal 2013 and 2.7% in fiscal 2012 respectively and after-tax dis

count rates of 6.0% to 10.8% in fiscal 2013 and 7.0% to 9.5% in

fiscal 2012 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

The following table presents the key assumptions used to de

termine fair value less costs to sell for impairment test purpos

es for the Divisions to which significant amount of goodwill

is allocated

Year ended September 30 2013 eai circled Septerriher 30 202

Terminal value Afteotax Terrniiial value After-tax

in millions of ía Ic-s in IS Goodwill growth rate discount rate Goodwill qrowtli ate discount rate

Diagnostics of the Healthcare Sector 4758 2.3% 6.0% 4981 2.3d 7.O%

lndcustry Automation of the Industry Sector 2.986 1.7% 8.5% 2897 1.8% 8.5%

Imaging Therapy Systems of the Healthcare Sector 2483 2.2% 7.5% 2596 2.7% 7.0%

In the context of the ongoing disposal process an impairment In fiscal 2012 the entire remaining goodwill of the solar busi

test was performed for the logistics and airport solutions busi- ness amounting to 85 million was impaired upon classifica

ness within the MobilityLogistics Division of the Infrastruc- tion as held for disposal and discontinued operations based on

ture Cities Sector as of September 30 2013 As result an the measurement at its fair value less costs to sell Due to the

impairment loss of 46 million was recognized reclassification of the solar business to continuing operations

in fiscal 2013 the amount of 85 million is now disclosed as

impairment in continuing operations for fiscal 2012

NOTE 16 Other intangible assets

Gross Ira ilsid Iron Aclilu cc iS Adcli Lucius telurernxr ii ross Acrurruolated Carrying Awcut tic-u
ISo

cauryunq differenues throuuqh rinsing irriorti7otuon amount

auuouot Luosuues Orrusuint arid as of rrupsir tic-nt

is of cortulutna- is of uoipairuruent 913012013 irs troal

in nulluours of 10/0112012 Lions YrdOi2Oi 20110

Software and other

internally generated

intangible assets 3270 78 265 114 3346 2104 1.241 268

Patents licenses and

similar rights 7154 253 1363 65 259 8070 4254 3816 659

Other intangible assets 10424 332 1365 330 372 11415 6358 5057 927

Iris hides Oilier intangible asset sic-classified to Assets

classntied as ScId fun dussrsdI arid dispositions or those

entities

Inc-rides hiintsni nrc-nt enper sc-s of 53 irhlliou nm lscah

.013 tIssevi 1.25 nnnilhioo it Inifn.sslrurntnc-Cntnes

Erierqs ntiS/cur at lrroris5v and mr/hon

it I1c-c-lthccne
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Gross translation Acldilions Additions lietirernents1 Gross Accumulated Carrviuq Ainortiiition

car yl sq differences through carrying amortization amount arid

amount business dirnilunt arid as at irnr/rair merit

as of ccimbintr as of irrrpa ument 9/30/2012 en fiscal

in mill ions of 10/01 /2011 tions 9/3020t2 2Ot2t

Software and other

internally generated

intangible assets 2955 68 36 334 122 3270 2001 1269 291

Patents licenses arrd

siretilat rig/its 6665 198 463 94 266 7154 3828 3326 576

Other intangible assets 9620 266 499 427 387 10424 5829 4595 867

lrrciules 00cr 11131 4ible asrets re l.insif ed no Assers Includes rnpairn Cr in erperrsrs of 44 ruillicin in fiscal

IasSiIieil as held fur disposal unit liSfiOsEtEOrIS it rhiSr 20t7 therein 10 milker or Healrharn

Cr ni/Ins

Amortization and impairment on intangible assets is con- As of September 30 2013 and 2012 contractual commitments

tamed in line items Cost of sales Research and development for purchases of other intangible assets amount to 14 million

expenses or Selling and general administrative expenses de- and 15 million

pending on the use of the asset

NOTE 17 Property plant and equipment

Gross fraissiatiors Addrtiorrs Additions Ftectassi Retire- Gross Accumir- Carrying Dpnei

carryirnq clifferericiss tfnrough ficationis Cents carryiug lated de amount lion arid

arrion nt be 510055 aurournt precistion as of rorpa

as at oiubirra as of anti Irrtpair 9/30/2013 Input

firs
rrulliornn of 10002012 trons 9/3012013 meet fimdl 2013

Land and buildings 8285 189 68 187 150 824 7677 3651 4027 292

Technical machinery

and equipment 7076 177 30 269 284 463 7020 4594 2426 517

Fclrrtiture arid

office equIpment 5664 149 27 681 131 614 5740 4352 1387 715

Eqliiprnent leased to

otfiens 3372 117 377 689 2936 1662 1274 362

Advdrsces to suppliers
arid

cnlrstrclctiorr in progress 859 26 465 559 33 710 701

Property

plantand equipment 25255 658 129 1979 2623 24083 14268 9815 1892

lriclur/s vipers It/ant an rqriifinrr it
yr trsild

Of tint Assets lass tied as 1IC1E1
titi dytcisiI aitd dir

posit nor of thu-n unitieS

In crIes impair nrrit onpelrsms of 141 rrdllion ci fiscal

21113 thereof 55 million at SeE tOt rriilkorr at lridtrstt

Pt inrliorr at Enrqy dli nnilinor at frrfyaCn iturmOrIs

ucllinu an SF arid urlIicn .11 Healthcare

Includes 594 rh liner inprirlirures for Ormrur plamil

nElmliXlilllrtrCrltlttd er00stnrrlrrtii
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Gross Translation Additiorr Additions Ret lassi Retire- ross As corns- Carrinq Depress

carrying
differences throng/i 1/rations rrrnrits car ryiniq laGd de amount iron arid

anroilnt brininess anriorinrt predation as ol
nipaur

as of cormib nsa as of arid ilrrpair- 9/30/2012 merit irs

millions of 10/01/2011 lions 9/30/2012 ricoh fiscal 7012

Land arid buildings 8110 154 53 280 175 487 8285 3946 4339 339

Technical rniach/nery

and equipment 6589 125 35 306 305 284 7076 4474 2602 460

FLI rn ito re arid

office eqLiipment 5207 91 53 639 206 532 5664 4291 1373 648

Equipmerst leased to

others 3301 108 375 414 3372 1770 1602 408

Advances to suppliers and

construction in progress 937 28 596 689 15 859 11 848 10

Property

plant and equipment 24144 506 143 2195 1732 25255 14492 10763 1865

Depreciation and impairment is included in line items Cost of

sales Research and development expenses or Selling and gen

eral administrative expenses depending on the use of the as

set As of September 30 2013 and 2012 contractual commit

ments for purchases of property plant and equipment amount

to 503 million and 395 million respectively

In fiscal 2013 and 2012 government grants awarded for the

purchase or the production of property plant and equipment

amounted to million and 13 million respectively The

award of further government grants of 62 million and 77

million in fiscal 2013 and 2012 respectively related to costs in

curred and future costs

As of September 30 2013 and 2012 minimum future lease pay

ments receivable from lessees under operating leases are as

follows

Septen then 51/

irrr millsinrrs cr1
2013 2012

Within one year 321 384

After one year but rlot more than five
years

578 754

More than five years 137 196

1035 1334

Payments from lessees under operating leases primarily relate

to buildings medical equipment and transportation systems

Total contingent rent recognized in income in fiscal 2013 and

2012 amounts to 214 million and 205 million

INVESTMENT PROPERTY

The carrying amount of investment property amounts to

116 million and 121 million compared to fair value of 258

million and 232 million as of September 30 2013 and 2012

respectively

Includes Property plant arid equipnrrerrt unclassified to

Assets lassufied as ireld tot r/usirnsal and
r/is/riiiritinrrs

ur/ riosi errttao

lirclrides rsiiptiiereitt expense
of 140 irniiop in fiscal Inc/ui/es A741 run//inn enpindinrrnnss Ion property plurni

201211 wInch 56ri-llrno relate rn SEE 38 ni//hair unit er/utraseirl under cirisir crop

elate Icr Errei c/p ann 37 mnt ron re/sntr ro SET
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NOTE 18 Investments accounted

for using the equity method

As of September 30 2013 Siemens principal investments

accounted for under the equity method which are all unlisted

are in alphabetical order

Pererrtaqe of Owner shr

September 3C

2013 201

BSH Bosch und Siemens Hausgeräte GrnbH

058 50% 50h

OWl Informationstechnik GmhH 50% 50%

Enterprise Networks Holdings By 49% 49%

Maschinenfabrik Reinhausen GrnbH 26% 26%

Nokia Siemens Networks Holding By 50%

PT iawa Power 50% 50%

Shanghai Electric Power

Generation Equipment Co Ltd 40% 40%

Voith Hydro Holding GmbHCo KG 35% 35S

Ole exalt qeuerrlacle equals 5ff 053 risque ontrolled by Sienrensriue to

ttilifiatrr fraltiuiparitlrj hfOs of tile tOO o0er siraleiloldets

rIte ilxestnlent was disposed of in the fourth qyatrer of usual 2013 Until the

dsrosai the etout pelt enraqe of notion rigi its was equa Ito 503i foss 2500

ootinrq riqirts One to its
Iassrfh ahunri as reid hrt ri lspusoi as of Jurre 3ff 2015

tile snlnllnarrzrd eoertir ard OOt rnn_olrre host uoCIrnrIe 1555 for nine mm mtfts

or ihiol 20l3

Time mrvpstrreflt is rn jOntlv uontrolled entity

Siemens interest in BSH which is the principal jointly

controlled entity of Siemens is recognized using the equity

method applying BSHs twelve month periods ended June 30

The following information reflect BSHs most recent published

financial statements not adjusted for the percentage of own

ership held by Siemens

Year ermdenl Decernmber 21

rIm mrtdhors of 2012 2DM

Revenue 9800 9654

Net income 465 374

Decnrmrtrer

in
mmrfirtmqs nsf 20t2 20ff

Current ahbets 4650 4556

Non-curient lhsets 3215 2859

Current liabilitres 2876 3109

fit -tnt rrent Ii aOl ties 2410 19 17

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

rear elided Septer mmher 30

irm ririilrorrs of 2013 20t2

Revenue 16002 20178

Net incolfe loss 92 1272

Information related to the Statements of Financial Position is

presented as of the date used in applying the equity method of

accounting

Sepfernmber 30

Total assets 6825 17702

mm
mirmfimorrs of Cf

2013 20t2

Total liabilities 4.676 12949

The unrecognized share of losses in associates amounted to

10 million and 22 million as of September 30 2013 and 2012

NOTE 19 Other financial assets

Septerm titer 30

fun rrmilliorrs tn
2013 3013

Loans receivable 6805 6085

Receivables from finance leases

see -- NOTE 11 TRADE AND OTHER RECEIVABLES 3.340 3148

Derivative fittattcial instruments 1894 2798

Available-for-sale financmal assets 1560 1021

Other 1518 1614

15117 14666

Item Loans receivable primarily relate to long-term loan trans

actions of SFS
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NOTE 20 Other current financial liabilities NOTE 22 Debt

Sepreniber 30

On mllions of 2013 2012

Derivative financial nstr merits

see -3 NOTES 30 AND 31 350 462

Accrued interest expenses 221 237

Other 944 761

1515 1.460

NOTE 21 Other current liabilities

Seplerrihei 30

in rnillioim oft 2013 2012

Billings in excess of costs and estimated

earrrings on Linconrpleted contracts and

related advances 10559 11877

Payroll obligations and social security taxes 1561 1627

Other employee related costs 2103 1988

Deferred income 1035 123

Accruals for outstanding invoices 1067 904

Bonus obligations 1683 1264

Miscellaneous tax liabilities 669 650

Deferred reservation fees received 101 21

Other 923 848

19701 20302

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

Septerriher 30

p11 millions oft 2013 2012

Short-term

Notes arid bonds 1431 2018

Loans from banks 412 1505

Other financial indebtedness 82 270

Obligations under finance leases 20 33

Short-term debt and

current maturities of long-term debt 1944 3.826

Long-term

Notes arid bonds maturing until 2066 17060 16194

Loans from banks maturing until 2023 1233 449

Other financial indebtedness

maturing until 2027 106 130

Obligations under finance leases 110 128

Long-term debt 18509 16880

20453 20707

Interest rates in this Note are per annum In fiscal 2013 and

2012 weighted-average interest rates for loans from banks

other financial indebtedness and obligations under finance

leases were 2.7% 2012 2.3% 3.1% 2012 2.1% and 4.1% 2012

4.6% respectively

COMMERCIAL PAPER PROGRAM

Siemens has US$9.0 billion 6.7 billion as of September 30

2013 multi-currency commercial paper program in place in

cluding US$ extendible notes capabilities As of September 30

2013 and 2012 no commercial papers were outstanding

Siemens commercial papers have maturity of generally less

than 90 days Interest rates ranged from 0.01% to 0.37% in

fiscal 2013 and from 0.03% to 0.70% in fiscal 2012
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NOTES AND BONDS

September 30 2013 Septenthe 30 2012

Currency Carrying Currency Car rylnq

notional amount amount in notional xntoijrrt amount

rnterestnssnednna unity
in millions millions of Inn millions rrnnllnonns of

5.625%2006/March 20161US$ fined-rate instruments US$ 500 412 US$ 500 450

5.375012008/June 2014/EUR fixed-rate instruments 1000 1031 1000 1071

5.625%/2008/June 201SIEUR fixed-rate instruments 1600 1844 1600 1912

412500/2009/February 2013/EUR fixed-rate instrumentY 2000 2018

5.125%/2009lFehruary 20171EUR fixed-rate instruments 2000 2136 2000 2168

US$ 3m EIBOR41.4%/2ol2lFebruary 20191US$ floating-rate instruments USS 400 296 US$ 400 309

0375%/2012/September 2014EIJR fixed-rate instruments 400 400 400 400

15%2012/March 2O2OIEUR fixer/-rate instruments 1000 994 1000 994

2.75%12012/September 20251GBP fixed-rate instruments 350 416 350 436

3.75%l20l2lSeptember 2042/GBP fixed-rate instruments 650 760 650 791

75%20l31March 2021/EUR fixed-rate inxtrLlrnents 1250 1242

2.8755r12013/March 2028/EUR fixed-rate instruments 1000 995

1.5%f2013/March 201 8/US$ fixed-rate instruments US$ 500 368

3500/2013/March 20281US$ fixed-rate instruments USS 100 72

2013/June 20201US$ floating-rate instruments US$ 400 295

Total Debt Issuance Program 11262 10549

5.7500/2006/October 2016/US$ fixed-rate instruments USS 1750 1389 US$ 1750 1483

6.t25%/2006August 2026/US$ fixed-rate instruments US$ 1750 1759 US$ 1750 1908

Total USS Medium Notes 3147 3391

2500/2006/September 206/t/E/JR fixed-rate instruments 900 976 900 1004

6.12500/2006/September 2066/GBP fixed-rate instruments 750 986 750 1075

Total Hybrid Capital Bond 1962 2079

.05% 2ot2lAugust 2017/US$ fixed-rate instruments US$ 1500 1.068 US$ 1500 1104

1.65% 2012/August 2Ot9IUS$ fixed-rate instruments USS 1500 1052 US$ 1500 1089

Total Bond with Warrant Units 2120 2193

18491 18212

ntltclnc nduSmnnPrns fn fair tainre hedge cuirrtierj Redeemed am ta Caine at tram riley iii
frCr

Debt Issuance Program
The Company has program for the issuance of debt instru

ments under which it may issue instruments up to 15.0 bil

lion as of September 30 2013 and 2012 respectively As of Sep

tember 30 2013 and 2012 10.9 billion and 9.9 billion in no

tional amounts were issued and are outstanding

Siemens redeemed at face value 2.0 billion in 4.125% fixed-

rate instruments in February 2013 In fiscal 2013 Siemens is

sued 2.25 billion and US$500 million in fixed-rate instru

ments in three tranches comprising 1.25 billion 1.75% in

struments due March12 2021 1.0 billion 2.875% instruments

due March 10 2028 and US$500 million 370 million as of

Furthermore Siemens issued two privately placed instru

ments of US$100 million 74 million as of September 30

2013 in 3.5% fixed-rate instruments due March 20 2028 and

US$400 million 296 million as of September 30 2013 in

floating-rate instruments due June 2020

In fiscal 2012 Siemens issued 1.4 billion and 1.0 billion 1.2

billion as of September 30 2013 in fixed-rate instruments in

four tranches as well as US$400 million 296 million as of

September 30 2013 privately placed in floating-rate instru

ments

September 30 2013 1.5% instruments due March 12 2018
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Hybrid Bond

In September 2006 the Company issued subordinated hybrid

bond in EtJR tranche of 900 million and GBP tranche of

750 million 897 million as of September 30 2013 both

with legal final maturity on September 14 2066 and with

call option for Siemens in 2016 or thereafter The instruments

bear fixed-rate interests until September 14 2016 thereafter

floating-rate interest is applied according to the conditions of

the bond

Bond with Warrant Units

In fiscal 2012 Siemens issued US$ fixed-rate bonds with war

rant units in an aggregate principal amount of US$3 billion in

two tranches comprising US$1.5 billion 1.1 billion as of

September 30 2013 in 1.05% instruments maturing on August

16 2017 and US$1.5 billion 1.1 billion as of September 30

2013 in 1.65% instruments maturing on August 16 2019 Each

of the US$1.5 billion instruments were issued with 6000 de

tachable warrants The warrants exercise price was fixed in

Euro The warrants were classified as equity instruments with

fair value of 126 million at issuance presented in the capital

reserve in line item Other changes in equity The warrants

entitle the holders at their option to receive 1806.1496

Siemens AG shares per warrant at an exercise price per share

of 104.0018 during the exercise period which matures on Au

gust 2017 and August 2019 for instruments and instru

ments respectively After the spin-off of OSRAM in fiscal

2013 the warrants entitle the holders to obtain OSRAM shares

in addition to Siemens shares Accordingly the warrants no

longer qualify as equity instruments since the approval of the

spin-off in January 2013 and the warrants fair value of 163

million was reclassified from line item Capital reserve to

non-current other financial liability The warrants result in op

tion rights relating to total of 21.7 million Siemens AG shares

ASSIGNABLE AND TERM LOANS

The Company has assignable loans The loans were issued in

four tranches totaled 333 million and 447 million in notional

amount as of September 30 2013 and 2012 carrying amount

356 million and 486 million as of September 302013 and 2012

and are for general corporate purposes They consist of two

fixed-rate tranches 113.5 million 5.283% notes due and re

deemed at face value in June 2013 and 333 million 5.435%

notes due on June 12 2015 The floating-rate tranches of 370

million bearing interest of 0.55% above six months EURIBOR due

June 122013 and 283.5 million bearing interest of 0.70% above

six months EURIBOR due June 12 2015 were called in August

2011 and were redeemed in December 2011 at their face value

Additionally in fiscal 2013 the Company signed two bilateral

US$500 million term loan facilities in aggregate 740 million

as of September 30 2013 The facilities have term of five

years expiring March 28 2018 with two one-year extension op

tions were fully drawn in fiscal 2013 and bear interest of 0.79%

above three months UBOR

CREDIT FACILITIES

The credit facilities at September 30 2013 and 2012 consisted

of 6.7 billion and 7.5 billion respectively in committed lines

of credit As of September 30 2013 those include 4.0

billion undrawn syndicated multi-currency revolving credit

cility entered into in fiscal 2012 in fiscal 2013 its maturity has

been extended by one year to April 2018 with remaining

one-year extension option US$3.0 billion 2.2 billion as

of September 30 2013 undrawn syndicated multi-currency re

volving credit facility provided by syndicate of international

banks with five year tenor and two one-year extension op

tions which was signed in September 2013 It replaces the pre

vious US$4.0 billion syndicated multi-currency credit facility

which expired August 21 2013 The US$4.0 billion facility com

prised US$1.0 billion floating-rate term loan bearing interest

of 0.15% above three months LIBOR which was drawn in Janu

ary 2007 and redeemed at face value at maturity as well as

US$3.0 billion revolving tranche undrawn 450 million

revolving credit facility provided by domestic bank expiring

September 30 2014

As of September 30 2013 and 2012 6.7 billion and 6.8 billion

of these lines of credit remained unused Commitment fees for

the years ended September 30 2013 and 2012 amount to

million and million respectively The facilities are for gener

al business purposes

As of September 30 2013 and 2012 the aggregate amounts of

indebtedness maturing during the next five years and there

after are as follows excluding finance leases which are dis

closed separately

in irriflions off

Within one yeor
_________________ __________

After one year hut not more than five
years

_________________ __________

More than five years

2013

1924

10423

7976

20323

Septeiiibei 30

202

3793

92 t4

7539

20546
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OTHER FINANCIAL INDEBTEDNESS

Item Other financial indebtedness includes 111 million and

153 million as of September 30 2013 and 2012 respectively

for the Companys real estate assets that were sold or traris

ferred and in which Siemens has retained significant risks and

rewards of ownership including circumstances in 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

September 30 203

Present value

Minimum of minimum

future ease Unamortized future lease

payment interest payment

In iliroris ot obligation expense obligation

Due

Within one year 32 12 20

After one year but riot

more than five years 94 86

More than five
years 78 53 25

Total 204 74 130

Less Current portion 20
110

September 30202

Preseirt sah

Miruuiuui of minimum

future lease Unmoor tied future lea.e

payuienl stereO payrrieii

lii ii illui at hliqtioii ExpellEr oblitlatlcrl

Pile

Within one year 47 14 33

After one year
but riot

more than five years 62 11 51

More than five years 132 55 76

Total 241 80 161

Less Current portion 33
128

NOTE 23 Post-employment benefits

Post-employment benefits provided by Siemens are orga

nized through defined benefit plans as well as defined con

tribution plans which cover almost all of the Companys

domestic employees and the majority of the Companys for

eign employees Post-employment defined benefit plans in

clude pension benefits and other post-employment benefits

which primarily consist of transition payments to German

employees after retirement as well as post-employment

health care and life insurance benefits to employees in the

U.S and Canada

DEFINED BENEFIT PLANS

Siemens regularly reviews the design of its post-employment

defined benefit plans In order to reduce the Companys expo

sure to certain risks associated with defined benefit plans

such as longevity inflation effects of compensation increases

the Company implemented new defined benefit plans in some

of Siemens major countries including Germany the U.S and

the U.K during the last several years The benefits of these

new defined benefit plans are based predominantly on contri

butions made by the Company and are still affected by longev

ity inflation adjustments and compensation increases but on

ly to minor extent The Companys major defined benefit

plans are funded with assets in segregated entities The de

fined benefit plans cover 501000 participants including

215000 active employees 87000 former employees with vest

ed benefits and 199000 retirees and surviving dependents In

dividual benefits are generally based on eligible compensation

levels and/or ranking within the Company hierarchy and years

of service The characteristics of the defined benefit plans and

the risks associated with them vary depending on legal fiscal

and economic requirements in each country For the major

defined benefit plans of Siemens the characteristics and risks

are as follows

Germany
In Germany Siemens AG provides pension benefits through

the cash-balance plan BSAV Beitragsorientierte Siemens

Altersversorgung frozen legacy plans and deferred compen
sation plans The majority of Siemens active employees in

Germany participate in the BSAV introduced in fiscal 2004

which is funded defined benefit pension plan whose bene

fits are predominantly based on contributions made by the

Company and returns earned on such contributions subject

to minimum return guaranteed by the Company The BSAV is

funded via contractual trust arrangement CTA the BSAV

253 Consolidated Financial Statements 35 Additional Information

254 01 Consolidated Statements of Income 258 0.5 Consolidated Statements of Changes in Equity

255 0.2 Consolidated Statements of Comprehensive Income 260 0.6 Notes to Consolidated Financial Statements

256 D.3 Consolidated Statements of Financial Position 348 0.7 SupervisOry Board and Managing Board

257 Consolidated Statements of Cash Flows

293



Trust Individual benefits under the frozen legacy plans are

based on eligible compensation levels or ranking within the

Company hierarchy and years of service In connection with

the implementation of the BSAV benefits provided under the

frozen legacy plans funded via CIA the Siemens Pension

Trust were modified to substantially eliminate the effects of

compensation increases by freezing the accretion of benefits

under the majority of these plans However these frozen

plans still expose the Company to actuarial risks such as in

vestment risk interest rate risk and longevity risk Further

more deferred compensation plans are offered which are also

funded via CIA In Germany no legal or regulatory minimum

funding requirements apply The Trusts which are legally

separate from the Company manage their plan assets as

trustees in accordance with the respective trust agreements

with the Company

U.S

Siemens Corporation in the U.S sponsors one major defined

benefit plan the Siemens Pension Plan which is frozen to new

entrants and accretion of new benefits with the exception of

one small group of union employees Employees of Siemens

U.S companies hired prior to April 2006 participate in the

Siemens Pension Plan Most of the defined benefit plan partici

pants benefits are calculated using cash balance formula al

though small group of participants are eligible for benefit

based on final average pay formula This frozen defined

benefit plan exposes the Company to actuarial risks such as

investment risk interest rate risk longevity risk and salary

increase risk

The defined benefit plan assets are held in Master Trust

Siemens Corporation as the sponsoring employer has dele

gated investment oversight of the plans assets to the Invest

ment Committee The Investment Committee members have

fiduciary duty to act solely in the best interests of the benefi

ciaries according to the trust agreement and U.S law The

Committee has established an Investment Policy Statement

which articulates the goals and objectives of the plans invest

ment management including diversifying the assets of the

Master Trust with the intention of appropriately addressing

concentration risks The trustee of the Master Trust acts only

by direction of the Investment Committee It is responsible for

the safekeeping of the trust but generally has no decision

making authority over the plan assets The legal and regulato

ry framework for the plans is based on the applicable U.S leg

islation Employee Retirement Income Security Act ERISA

Based on this legislation funding valuation is prepared annu

ally There is regulatory requirement to maintain minimum

funding level of 80% in the defined benefit plans in order to

avoid benefit restrictions

U.K
Siemens plc in the U.K sponsors frozen defined benefit plan

and defined contribution plan for ali new employees and for

the active service of those members who have participated in

the frozen defined benefit plan There are several smaller de

fined benefit plans which result from previous acquisitions

those plans are in the process of being merged or de-risked

The goal is to have only one legacy plan for closed or frozen

defined benefits For most of the defined benefit plan mem
bers an inflation increase of the accrued benefits until the start

of retirement is mandatory Furthermore the plans expose the

Company to actuarial risks such as investment risk interest

rate risk longevity risk and salary increase risk The funding

environment is determined by the Pension Regulator and the

applicable social and labor laws The defined benefit plans are

governed by benefit trust whose decision making body is

Board of Trustees who have fiduciary duty to act in the best

interests of the beneficiaries according to the trust agreement

and law The required funding is determined by funding val

uation carried out every third year based on legal require

ments which measures the liabilities on government bond

basis rather than under high quality corporate bond basis as

under lAS 19R thus the technical funding deficit is usually

larger The funding valuation assumptions are being negotiat

ed between the Company and the Trustees The latest funding

valuation in U.K in calendar year 2011 resulted in technical

underfunding of GBP 939 1123 million based on the as

sumptions at that date As result in fiscal 2013 Siemens en

tered into an agreement with the trustees to provide an annual

payment of GBP 31 37 million for the next 20 years begin

ning in fiscal 2014 In addition to these payments the Company

is obliged to pay GBP 15 18 million until the next funding

valuation when the funding requirements will be updated

based on new assumptions This valuation will take place ap

proximately end of calendar year 2015

Switzerland

According to the Swiss law Berufliches Vorsorgegesetz BVG
each employer has to grant post-employment benefits for

qualifying employees Siemens Switzerland sponsors funded

defined benefit plans for its qualifying employees These plans

are administered by foundations that are legally separated

from the entity and are subject to the BVG For the main pen

sion fund which represents 95% of the defined benefit obliga

tion in Switzerland the board of the pension fund is composed

of an equal number of representatives from both employer and

employees For the other pension funds the employer has the

majority of the seats in the foundation board The board of the

pension funds is required by law and by the regulations of the

funds to act in the interest of the fund and of all stakeholders

in the schemes i.e active employees and retirees The board
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of the pension fund is responsible for the investment policy

with regard to the assets of the fund changes of the plan rules

and it determines the necessary contributions to finance the

benefits The plan is cash balance plan and the Company is

required to make contributions at least as high as the pre-de

termined employee contributions set out in the plan rules The

plans expose the Company to actuarial risks such as invest

ment risk interest rate risk longevity risk and salary increase

risk Employer and plan participants contributions are deter

mined by the respective foundation boards About 40% of the

necessary contributions are financed by the employees In the

case of shortfall the employer and plan participants contri

bution might be increased according to decisions of the rele

vant foundation board Strategies of the foundation boards to

make up for potential shortfalls are subject to approval by the

regulator

The amounts included in the Companys Consolidated Finan

cial Statements arising from its post-employment defined ben

efit plans are as follows

Defined benefit air alue Ifec ts inn coirne tror Net defined

obligation DRO ol plan assets with asset ceiling benefit balance

September 30 September 30 September 30 September 30

iii millions of 2013 2012 2013 2012 2013 2012 2013 2012

Germany 20367 20339 14017 13956 6.350 6383

U.S 3769 4324 2575 2819 1194 1505

U.K 4455 4006 4022 3758 65 104 498 352

CH 2.828 2985 2489 2437 49 47 388 594

Other 1753 1996 975 1086 32 19 810 930

Total 33173 33650 24078 24057 146 170 9241 9764

The net defined benefit balance of 9241 million and 9764
million as of September 30 2013 and 2012 comprises 9265
million and 9801 million net defined benefit liability

and 24
million and 38 million net defined benefit asset respectively

Defined benefit costs are as follows

Seir ended September 11

in nrnllions off 2013 211

Current service cost 510 437

Past service benefit cost 24

Settlement palms losses 3_
Net interest expenses 297 310

Net intereSt ii1rome

Liability actrniinistratiuts expenses 16 25

Components of defined benefit

costs recognized in the Consolidated

Statements of Income 803 604

Retu on plan ssets escl Lid
rig

ltlloLmnts included in net interest

expenses and ret interest income 504 2303

AntLidrial gains and losses 50 5043

Effect from asset ceiling 23
Remeasurements of defined benefit

plans recognized in the Consolidated

Statements of Comprehensive Income 577 2734

Defined benefit costs 226 3338

reconciliation of the funded status to the amounts recog

nized in the Consolidated Statements of Financial Position is

as follows

September 30

rn rirlliorns off 2013 2012

Defined benefit obligation

of peosiomt benefit plans 32594 32965

Defined benefit
obligation

of other post-employment betsef it plans 579 685

Total defined benefit obligation 33173 33650

Fair value of plan assets

of pension benefit plans 24073 24052

Fair value of
plats assets

of other post-employment benefit ltlarlS

Total fair value of plan assets 24078 24057

Funded status of pension benefit plans 8520 8914

Funded statLis

of other post-ertrployitsent benefit plans 575 680

Total funded status excluding

effects in connection with asset ceiling 9095 9593
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The Companys defined benefit plans are explicitly explained

in the subsequent sections with regard to

Reconciliation of defined benefit obligations

and plan assets

Actuarial assumptions

Sensitivity analysis

Asset-liability matching strategies

Disaggregation of plan assets and

Future cash flows

Reconciliation for defined benefit obligations

and plan assets

detailed reconciliation for the changes in the DBO for fiscal

2013 and 2012 is provided in the following table

Septernbei 30

in rn3lions of 2013 212

Change in defined benefit obligations

Defined benefit obligation at beginning of year 33650 27849

Current service Cost 510 437

Past service benefit cost 124

Settlement gains losses 38
Interest expenses 1036 1247

Remeasurements

Actuarial gains losses from

changes in demographic assLlrnptions 43 208

Actuar UI gains losses from

changes in financial assumptions 249 4680

Experience gains losses 156 159

Plan participants contributions 105 118

Benefits paid 1622 1585

Settlement payments 67 17
Business combinations disposals and other 135 207

Foreign currency translation effects 508 508

Defined benefit obligation at end of year 33173 33650

The total defined benefit obligation at the end of fiscal 2013

includes 10767 million for active employees 4645 million

for former employees with vested benefits and 17761 million

for retirees and surviving dependents

detailed reconciliation of the changes in the fair value of plan

assets for fiscal 2013 and 2012 is provided in the following table

Seprernber 31

1w millions of 2013 2012

Change in plan assets

Fair value of plan assets at beginnrng of year 24057 20969

Interest income 750 952

Remeasurements

Return on plan assets excluding

mou rrts in cI Lid ed in let rrterest ncon re

and net interest expenses 504 2308

Employer contributions 536 586

Plan participants contributions 105 18

Benefits paid 1480 1470

Settlement payments 67 19
Business combinations disposals and other 87 189

Liability administration costs 16 26

Foreign currency translation effects 398 448

Fair value of plan assets at end of year 24078 24057

Actuarial assumptions

Assumed discount rates compensation increase rates pen

sion progression rates and mortality rates used in calculating

the DBO vary according to the economic and other conditions

of the country in which the retirement plans are situated

The weighted-average discount rate as well as the mortality

tables used for the actuarial valuation of the DBO at period-end

were as follows

eiided lcplerrbe 11/

2013 2012

Discount rate 3.4% 3.2%

Germany 3.1% 3.1%

US 3.7% 2.9%

U.K 4.5% 4.4%

2.1% 1.7%

Mortality tables

51051 siqrrrflcaIll rolrili iis

Gerrtrony
Heubeck Rrchrtofeln 20/lOG

12.0 RP2O/Jl3 Corrihirred Healrtiy Fully

Gxrreirrtionul Mm ta/il ruble

51 PeA Starrdrrrd rrortalrty rubles for

Self Administered Perrsinn Smlrerrres

SAPS with ri/Iowa lire for future

irrorlalrty irnprovernerltl

BVG 20100
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The rates of compensation increase for countries with signi

ficant effects with regard to this assumption were as follows

in fiscal 2013 and 2012 U.S 3.13% and 3.69% U.K 4.80% and

4.10% Switzerland 1.50% and 1.50% The rates of pension

progression for countries with significant effects with regard

to this assumption were as follows in fiscal 2013 and 2012

Germany 1.69% and 1.67% U.K 3.2% and 2.6%

The DBO is also affected by assumed future inflation rates The

effect of inflation is recognized within the assumptions above

where applicable

Sensitivity analysis

one-half-percentage-point change of the established as

sumptions mentioned before used for the calculation of the

DBO as of September 30 2013 would result in the following

increase decrease of the DBO

Effect on DBO as of

September 2013 due tc

one-half percentage-point

ui rsilhoni of ii increase decrease

Dkcount rate 1.919 2159

Rate of compensation increase 136 105

Rate of pension progression 1492 1339

The reduction of the mortality rates by 10% results in an in

crease of life expectancy depending on the individual age

of each beneficiary That means for example that the life

expectancy of male Siemens employee age 55 years as of

September 30 2013 increases by approximately one year In

order to determine the longevity sensitivity the mortality rates

were reduced by 10% for all beneficiaries The effect on DBO as

of September 30 2013 due to 10% reduction in mortality rates

would result in an increase of 985 million

When calculating the sensitivity of the defined benefit obliga

tion to significant actuarial assumptions the same method

present value of the defined benefit obligation calculated

with the projected unit credit method has been applied as

when calculating the post-employment benefit obligation rec

ognized in the Consolidated Statement of Financial Position

Increases and decreases in the discount rate rate of compen
sation increase rate of pension progression arid mortality

rates which are used in determining the DBO do not have

symmetrical effect on the DBO primarily due to the compound

interest effect created when determining the net present value

of the future benefit If more than one of the assumptions are

changed simultaneously the combined impact due to the

changes would not necessarily be the same as the sum of the

individual effects due to the changes Furthermore the sensi

tivities reflect change in the DBO only for change in the as

sumptions in this specific magnitude i.e 0.5% If the assump

tions change at different level the effect on the DBO is not

necessarily in linear relation

Asset Liability Matching Strategies

Siemens funding policy for its funded defined benefit plans

is part of the overall commitment to sound financial manage

ment which also includes an ongoing analysis of the struc

ture of Siemens defined benefit liabilities To balance return

and risk Siemens has developed benefit risk management

concept The Company has identified as major risk decline

in the plans funded status as result of the adverse develop

ment of plan assets and/or defined benefit obligations

Siemens monitors its investments and its defined benefit ob

ligations in order to measure such risk The risk quantifies

the expected maximum decline in the principle plans funded

status for given confidence level over given time horizon

risk limit on the Group level forms the basis for the determi

nation of the Companys investment strategy i.e the strate

gic asset class allocation of principle plan assets and the

degree of interest rate risk hedging Both the risk limit and

investment strategy are regularly reviewed with the participa

tion of senior external experts of the international asset

management and insurance industry to allow for an integral

view on plan assets and benefit liabilities The Company se

lects asset managers based on quantitative and qualitative

analysis and subsequently constantly monitors their perfor

mance and risk both on stand-alone basis and in the

broader portfolio context Siemens reviews the asset alloca

tion of each plan in light of the duration of the related benefit

liabilities and analyzes trends and events that may affect as

set values in order to inform about appropriate measures at

very early stage

Derivatives are used for risk reducing purposes to either re

duce the fluctuations in the value of plan assets or reduce

funded status volatility as part of an integrated risk manage

ment approach for assets and liabilities Main risks mitigated

are interest rate credit equity currency and inflation risk All

over-the-counter derivatives are collateralized on daily basis

to eliminate counterparty risk In addition derivatives are

permitted for investment managers to use as substitutes for

traditional securities where appropriate to manage exposure to

foreign exchange and interest rate risks
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Disaggregation of plan assets

The asset allocation of the plan assets of the benefit plans is as

follows

rae value as of September 30

iii erdhuss of 2013 2012

Asset class

Equity securities 6604 5876

05 equities 1416 1660

European equities 2214 1636

Emerging markets 1457 1394

Global equities 1517 1187

Fixed irtcome securities 12768 13759

Government bortds 3003 3336

Car potate bonds 9765 10423

Alternative investments 2961 2309

Hedge Funds 978 295

Private
Equity 497 466

Real estate 1487 1548

Derivatives 175 1255

Interest risk 263 1562

Foreign rurrerrcy risk 53 29

Credit/Itt flotion/Price risks 141 335

Cash and rash equivalents 1148 434

Other assets 422 423

Total 24078 24057

Expected benefit payments

vi millroos off September 30 2013

Expected_benefit_payments

2014 1647

2015 1613

2016 1624

2017 1668

2018 1713

20192023 8958

The weighted average duration of the DBO for Siemens de

fined benefit plans was 13 years as of September 30 2013

MULTI-EMPLOYER DEFINED BENEFIT PLANS

Multi-employer plans mainly exist in the Netherlands and in

the U.S These plans are industry specific plans based on local

laws which are accounted for as defined contribution plans as

Siemens has no right to obtain the necessary data for defined

benefit plan accounting These plans may expose the Company

to investment and actuarial risk in case of deficit

In the Netherlands the Company is not liable for other entities

obligations under the terms and conditions of the multi-em

ployer plan

Virtually all equity and fixed income securities have quoted

prices in active markets and almost all fixed income securities

are investment grade In addition the asset class Other assets

includes assets with quoted prices in active markets in the

amount of 78 million and 169 million as of September 30

2013 and 2012

As of September 30 2013 the major part of cash and cash

equivalents is marked as cash in transition into corporate bond

mandates

The plan assets include own transferable financial instruments

of the Company with fair value of 89 million and 74 million

as of September 30 2013 and 2012

Future cash flows

Employer contributions expected to be paid to the post-em

ployment defined benefit plans in fiscal 2014 are 631 million

In the U.S the Company may be liable for other entities obli

gations in case of failure of other participating employers to

make required contributions In case of withdrawal from

plan the Company may be subject to liability for the potential

future statutory underfunding for its share in the plan The

Company has only minor share in these plans compared to

other participating entities and has no intention to withdraw

from one of these plans

Siemens is not aware of any probable significant risk due to

multi-employer defined benefit plans accounted for as defined

contribution plans

Siemens expects contributions to multi-employer defined ben

efit plans accounted for as defined contribution plans for the

next fiscal year of 31 million
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DEFINED CONTRIBUTION PLANS AND STATE PLANS

The amount recognized as expense for defined contribution

plans amounts to 594 million and 545 million in fiscal 2013

NOTE 24 Provisions

and 2012 respectively Contributions to state plans amount

to 1354 million and 1584 million in fiscal 2013 and 2012

respectively

Warr antles Or der related Asset Other Total

losses srrd sks reri rrrrrent

iii rriillroirs of obligations

Balance as of October 2012 3405 2038 1282 1933 8658

Additions 1544 834 769 3147

usage 828 603 304 1742

Reversals 683 294 27 426 1430

Translation differences 66 53 37 160

Accretion expenses arrd effect of changes in discount rates 106 104

Other changes 21 40 23

Balance as of September 30 2013 3350 1929 1138 1976 8392

Thereof rron-cunlerrt 1200 686 1113 908 3907

Warr armies Or den related Asset Orher lord

losses irrd risks retirerrrerst

inn millions of oblrqatiorrs

Balance as of October 2011 3506 2017 1130 2169 8822

Additions 1446 1123 562 3132

Usage 738 701 359 1806

Reversals 847 418 21 455 1741

Translation differences 48 14 14 79

Accretron expenses and effect of changes in discount rates 13 172 195

Otfrer changes 12 10 22

Balance as of September 30 2012 3405 2038 1282 1933 8658

Thereof rrorr-ctnrrent 1146 733 1261 768 3908

In fiscal 2013 and 2012 item Other changes contains reclassifi

cations to from line item Liabilities associated with assets

classified as held for disposal including the disposal of those

entities of 47 million and 25 million respectively

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

In fiscal 2013 Wind Power Division of the Energy Sector took

94 million in charges related to inspecting and retrofitting in

stalled onshore turbine blades mainly in the U.S

Order related losses and risks are provided for anticipated

losses and risks on uncompleted construction sales and leas

ing contracts

Transportation Logistics of the Infrastructure Cities Sector

incurred project charges of 270 million and 86 million in

fiscal 2013 and 2012 respectively for delays for receiving certi

fication for new high-speed trains
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In fiscal 2013 and 2012 the Power Transmission Division of the

Energy Sector incurred project charges primarily related to grid

connections to offshore wind-farms These charges were due

to project delays resulting from complex regulatory environ

ment and the projects complex marine environment which

required revised estimates of resources and personnel This

led to 171 million and 570 million pretax effects on the

income statement in fiscal 2013 and 2012 which were mainly

recorded as provisions for order related losses and risks

Asset retirement obligations The Company is subject to

asset retirement obligations related to certain items of proper

ty plant and equipment Such asset retirement obligations are

primarily attributable to environmental clean-up costs which

amounted to 1096 million and 1224 million respectively as

of September 30 2013 and 2012 the non-current portion

thereof being 1086 million and 1215 million respectively

and to costs primarily associated with the removal of lease

hold improvements at the end of the lease term

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 Karlstein Germany Karlstein

facilities According 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 decommission the Hanau and Karlstein facilities in the

following steps clean-out decontamination and disassembly

of equipment and installations decontamination of the facili

ties and buildings sorting of radioactive materials and inter

mediate and final storage of the radioactive waste This pro

cess will be supported by continuing engineering studies and

radioactive sampling under the supervision of German federal

and state authorities The decontamination disassembly and

final waste conditioning are planned to continue until 2018

thereafter the Company is responsible for intermediate stor

age of the radioactive materials until final storage facility is

available With respect to the Hanau facility the process of set

ting up intermediate storage for radioactive waste has nearly

reached completion on September 21 2006 the Company re

ceived official notification from the authorities that the Hanau

facility has been released from the scope of application of the

German Atomic Energy Act and that its further use is unre

stricted The ultimate costs of the remediation are contingent

on the decision of the federal government on the location of

the final storage facilities and the date of their availability

Consequently the provision is based on number of signifi

cant estimates and assumptions Several parameters relating

92
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to the development of final storage facility for radioactive

waste are based on the assumptions for the so called Schacht

Konrad final storage Parameters related to the life-span of the

German nuclear reactors reflect planned phase-out until

2022 The valuation uses assumptions to reflect the current

and detailed cost estimates price inflation and discount rates

as well as continuous outflow until the 2070s 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 2013 and 2012

Facts and circumstances of the changes were as follows

In fiscal 2013 the parameters related to operating costs and

the timeframe of the storage process of the radioactive waste

in the Konrad final storage were updated by The Federal Office

for Radiation Protection Bundesamt für Strahlenschutz

In fiscal 2012 the parameters related to the set up cost of the

Konrad final storage were updated by The Federal Office for

Radiation Protection

The determination of the provisions related to major asset

retirement obligations will continue to involve significant

estimates and assumptions Uncertainties surrounding the

amount to be recognized include for example the estimated

costs of decommissioning and final storage 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 retirement obligation could alter significantly if

and when political developments affect the governments

plans to develop the so called Schacht Konrad As of Septem

ber 30 2013 and 2012 the provision totals 1096 million and

1224 million respectively and is recorded net of present

value discount of 1259 million and 1418 million respec

tively reflecting the assumed continuous outflow of the total

expected payments until the 2070s

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 2013 and 2012 the Company recognized 22 mil

lion and 23 million respectively in accretion expense for en

vironmental clean-up costs in line item Other Financial income

expenses net Changes in discount rates decreased the car

rying amount of provisions by 128 million as of September 30

2013 and increased it by 149 million as of September 30 2012

Other Other includes transaction-related and post-closing

provisions in connection with portfolio activities as well as

provisions for legal and regulatory matters
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NOTE 25 Other liabilities

Septeniber 30

ri ciii
llror of

2013 2012

Employee related liabilities
604 475

Liabilities due to employees and retirees in the U.S not qualifying
for presentation as post-employment benefits 534 523

Deferred income
275 221

Accruals for pending invoices
96 124

Accruals for stand-ready obligations
74 79

Severance payments
133 71

Warranties for disposed of businesses 67

German pension insurance association Pensionssicherungsvereifl PS\/ 39 56

Insurance liabilities
76 126

Other
243 292

2074 2.034

NOTE 26 Equity

CAPITAL STOCK

Siemens issued capital is composed of no par value shares The following table provides summary of outstanding autho

with notional value of 3.00 per share Each share of issued rized and conditional capital and the changes for fiscal years

capital is entitled to one vote 2013 and 2012

Issued pital Authoriued capital Condi tiorial capital

authorized arid sired fool issued riot issuedi

mc
thousands in tiiorisrnmd in thousands in thousand in thousands in thousand

shares of shares off shames

As of September 30 2011 2742610 914203 610800 203600 1027517 342506

Expired or cancelled capita 99610 33203

As of September 30 202 2643000 881000 610800 203600 1027517 342506

Expired caumcelled or newly approved capital

As of September 30 2013 2643000 881000 610800 203600 1027517 342506

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 issu

ance of up to 30 million shares for contributions in cash The

authorization was granted on January 25 2011 and expires on

January 24 2016 In accordance with Authorized Capital 2011

new shares can be issued solely to employees of Siemens AG

and its subsidiaries Pre-emptive rights of existing sharehold

ers 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 authorization

was granted on January 27 2009 and expires on January 26

2014 With the approval of the Supervisory Board the Manag

ing Board can exclude shareholders pre-emptive rights for cap

ital increases in the form of contributions in kind and in certain

pre-stipulated circumstances for contributions in cash

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 SNI AG shareholders
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Conditional Capital 2011 to service the issuance of bonds with

conversion rights and/or with warrants or combination

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 24 2016

Conditional Capital 2010 to service the issuance of bonds with

conversion rights and or with warrants in an aggregate princi

pal amount of up to 15 billion entitling the holders to sub

scribe to up to 200 million shares of Siemens AG with no par

value representing up to 600 million of capital stock The au

thorization to issue such bonds was granted on January 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 mil

lion shares of Siemens AG as of September 30 2013 and 2012

The last tranche of stock options expired in November 2010

and from that date on no further shares are to be issued

Conditional Capital provided to issue shares to settle claims of

fered to former SNI AG shareholders who had not tendered

their SNI AG share certificates amounts to 0.6 million repre

senting 189 thousand shares as of September 30 2013 and

2012 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 im

pacted line item Retained earnings by 301 million as of

September 30 2012

TREASURY SHARES

The Company is authorized by its shareholders to acquire trea

sury shares of up to 10% of its capital stock existing at the date

of the shareholders resolution or if this value is lower as of

the date on which the authorization is exercised The authori

zation became effective on March 2011 and remains in force

through January 24 2016 According to the resolution repur

chased shares may be sold via stock exchange or through

public sales offer made to all shareholders retired

offered for purchase to individuals currently or formerly

employed by the Company or any of its subsidiaries as well as

to Board members of any of the Companys subsidiaries or

awarded and or transferred to such individuals with vesting

period of at least two years provided employment or Board

membership exists at the time of the award offered and

transferred with the approval of the Supervisory Board to third

parties against contributions in kind particularly in connec

tion with business combinations or the acquisition of compa
nies 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 warrant bonds issued by the Com

pany or any of its subsidiaries In addition the Supervisory

Board may use repurchased 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 5% 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

treasury shares upon the exercise of such instruments shall be

no later than January 24 2016

In August 2012 Siemens announced share buyback amount

ing to up to billion which ended in November 2012 The

shares repurchased may be used for the purposes of cancella

tion and reduction of capital stock issuance to employees

board members of affiliated 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 addition in fiscal 2013 under the current authorization to

acquire treasury shares given by resolution at the Annual

Shareholders Meeting the Company repurchased as many

treasury shares as were necessary to keep the number of

treasury shares at set level until the effective date of the

spin-off of OSRAM in July 2013

In fiscal 2012 the Company repurchased 23202500 treasury

shares at weighted average share price of 76.14 Additional

ly in fiscal 2012 the Managing Board decided to cancel

33203421 treasury shares which reduced issued capital from

914 million shares to 881 million shares In fiscal 2013 Siemens

repurchased 17150820 treasury shares at weighted average

costs per share of 78.66

In fiscal 2013 and 2012 3878899 shares and 5225479 shares

respectively were transferred in connection with equity settled

share-based payment plans
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OTHER COMPREHENSIVE INCOME
NETOFINCOMETAXES

The changes in line item Other comprehensive income net of

income taxes including non-controlling interest holders are as

follows

Year ended September 30 2013 Year ended September 30 2012

in rrullions off Pretax Tax effect Net Pretax tax effect Net

Items that will not be reclassified to profit or loss

Rerneasurernents of defined benefit plans
543 149 394 3017 1231 1787

Items that may be reclassified subsequently to profit or loss

lJnrealized holding gairts losses on available-for-sale financial assets 182 179 305 10 295

Reclassification adjustments for gains losses included in net income 86 86

Net unrealized gains losses on available-for-sale financial assets 185 183 219 10 209

Unrealized gains losses on derivative financial instruments 142 48 94 64 29 35

Reclassification adjustments for gains losses included in net inconte 70 21 50 144 46 98

Net unrealized gains losses on derivative financial instruments 72 27 45 79 17 63

Foreign-currency translation differences 1062 1062 855 855

805 29 834 1153 27 1127

Other comprehensive income 262 178 440 1.865 1204 661

OTHER CHANGES IN EQUITY

Line item Other changes in equity of the Consolidated State

ment of Changes in Equity includes 126 million in fiscal 2012

which relate to the equity instruments of the US$ bonds with

warrants issued in fiscal 2012 After completion of the spin-off

of OSRAM in fiscal 2013 those warrants entitle the holders to

obtain OSRAM shares in addition to Siemens shares As con

sequence the warrants no longer qualify as equity instru

ments The warrants fair value of 163 million was reclassified

from line item Capital reserve to non-current other financial li

abilities as of the date of the approval at the Annual Sharehold

ers Meeting

MISCELLANEOUS

Under the German Stock Corporation Act Alctiengesetz 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

2013 Siemens AG management distributed an ordinary divi

dend of 2528 million 3.00 per share of the fiscal 2012 earn

ings to its shareholders In fiscal 2012 Siemens AG manage

ment distributed to its shareholders an ordinary dividend of

2629 million 3.00 per share of the fiscal 2011 earnings

The Managing Board and the Supervisory Board proposed

dividend of 3.00 per share of the fiscal 2013 Siemens AG

earnings in total representing approximately 2.5 billion in

expected payments Payment of the proposed dividend is con

tingent upon approval by the shareholders at the Annual

Shareholders Meeting on January 28 2014

NOTE 27 Additional capital disclosures

Siemens believes that sustainable revenue and profit devel

opment can be achieved only on the basis of healthy capital

structure key consideration of our capital structure man

agement is maintaining ready access to the capital markets

through various debt products and preservation of our ability

to repay and service our debt obligations over time Siemens

set capital structure target range of 0.5 1.0 The ratio is

defined as the item Adjusted industrial net debt di.dded by

the item Adjusted EBITDA continuing operations This

financial performance measure indicates the approximate

amount of time in years that would be needed to pay off

Adjusted industrial net debt through continuing income

without taking into account interest taxes depreciation and

amortization
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Siemens calculates the item Adjusted industrial net debt as set

forth in the table below

September dO

iv snllions of 2013 2012

Short-term debt nd cu ire it

roratLlrities of long-term debt 1944 3826

Plus Long-term debt 18509 16880

Less Cash and cash ecioivalents 9190 10891

Less Current available-for-sale financial assets 601 524

Net debt 10663 9292

Less SFS Debt 15600 14558

Plus- Post-employment benefits 9265 9801

Plus Credit guarantees 622 326

Less 50% nominal amount hybrid bond4 899 920

Less Fair valLie hedge accounting

adjustnrent5 1247 1670

Adjusted industrial net debt 2805 2271

Adjusted EBITDA

continuing operations 8215 9613

Adjusted industrial net debt/adjusted EBITDA

continuing operations 0.34 0.24

For purposes of measuring capital efficiency at SFS equity

capital is allocated to SFS Allocated equity capital differs from

book capital as it is malnly determined and influenced by the

size and quality of its portfolio of commercial finance as well

as project and structured finance assets primarily loans and

leases and equity investments This allocation is designed to

cover the risks of the underlying business The actual risk of

the SFS portfolio is evaluated and controlled on regular basis

Given the favorable capital market conditions at the end of

fiscal 2012 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 the

Company repurchased 23202500 treasury shares at weight

ed average share price of 76.14 At the beginning of fiscal

2013 Siemens repurchased further 14746786 treasury shares

at weighted average price of 78.14 and completed this share

buyback program in November 2012 In addition in fiscal 2013

Siemens repurchased as many treasury shares as necessary to

keep the number of treasury shares at set level until the ef

fective date of the spin-off of OSRA.M and fulfilled commit

ments for share-based compensation through treasury shares

the item Snort-tern eht arid reit riretances ci mini-term debt as -vel rs lie

tern tong-let ci sieLrt incbsied an etal Lilt salve iedge acsncsrisg ad1stienas

ni Pt2d7 mullet anti FlbP rirWisun tsr uSe bssat eai ended beptetmber 3S 201d

awl 2013 respecinelb

tIme .rslirsturrent onsiners that seth Mosdb and SOP slew SF5 as raptly-v 5-

manse cvrrnparry
hess iatni5 trrmrLes cmerer ally tFi uçeiae titit accept hicjirt

levels sd dciii autrihvtanle is alive fviantd vnb-id aces in deteiinivrcj creilit

rat rigs Fialcvntn this corn opt Sernrer is
esclvdes scs Dclii in order tsm derive air

advsted tmrdnstnal ret tiehi n-Icl
-s

ret alter ten liv bPSs frnanr
ititi

atticites

In metlect Sieinevs tota pvst-enritinytiieiii iteitetit art-lity ai5 lvii rrtdvsti mal ret

iieirta rrlades liv itemur ieastemnnlnvitirmit hecettsrs ttreseotecl urn tine Lvnsnhdateit

Stisne-iv il rancid Ptts1.ttii

nrc- atljisr iirut tim ciii Irs
tnt liii tcirsideis t1-a irlttlaticii itt tin in- at

cann anvleii ha ratios aqtai rev tnt lassriv 50s ot ott lit
hid hsnt

its eitciti -i

SO ijevl titis assrm1nnnein cnn ts nit mitarar tm ists cit sat tmshritl linnuit svt

inns mclvi tv i-late ant vitindniatinri In all vents arimt debt etmiqativirs

netn itsrleais in per ted with vai as- iepneseh rn in imnintirsalels cc ircnvt In

tier e1uaid ltcmtsvtn fit debt aes ctnated inr utedging inlatiensitits tlan valtie hedges

tIm atnenrst is adtnsterl ho chaiiite hr market colic inarrhy iie to tnanrev -n

interest atew Act imninully Sierrenns deitis rs these cianites iv niacket talon iii vrstrt

it lruisa ri ainioint in dclii thai alilirtininiatehs ssc it repara Sm teas hil-vrs

this isa irisre reariinytih Stair Iii the ahcrlativrr ltreseiltei ahtrsn

SFS capital structure differs from the capital structure of

Siemens industrial business as SFS business is capital inten

sive and requires larger amount of debt to finance its opera

tions in particular to finance SFSs asset growth strategy The

following table provides information on the capital structure

of SFS as of September 30 2013 and 2012

Septecrmtivi dO

mt nnalhcnmrs cit
2013 2012

Allocuted equity 1938 1.790

SFS Debt 15.600 14558

Debt to
eqLuty

ratio 8.05 8.13

In fiscal 2014 Siemens may again fulfill commitments for

share-based compensation through treasury shares

key factor in maintalning strong financial proffle is our

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 corporate credit

ratings from Moodys Investors Service Moodys and Stan

dard Poors Ratings Services SP are noted as follows

September 30 2013 repreittttet 10 20t2

Moodys SP Mtrcrslvs SOP

Lorig-tetni
debt Aa3 At- Aa3

511011-tel debt P-i A-1 P-i A-it

On May 14 2013 Moodys changed its outlook for Siemens

credit rating from stable to negative stating that despite

the groups substantial cost reduction initiatives we expect

its profitability cash flow generation and capital structure to be

weaker than anticipated in 2013 and 2014 rating outlook is an

opinion regarding the likely direction of an issuers long-term

credit rating over the medium-term Rating outlooks of Moodys

fall into the following six categories positive negative stable

developing ratings under review and no outlook
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At the same time Moodys affirmed our Aa3 long-term and our

P-i short-term credit rating The classification Aa is the second

highest category within Moodys long-term credit rating scale

The numerical modifier indicates ranking in the lower end

of that category The classification P-i is the highest available

rating in the prime rating system of Moodys which assesses

issuers ability to honor senior financial obligations and con

tracts It applies to senior unsecured obligations with an origi

nal maturity of less than one year

SP made no rating changes in fiscal 2013 SPs long-term

credit rating for Siemens is and the rating outlook is stable

Within SPs long-term credit rating scale is the third high

est long-term rating category The modifier indicates that

our long-term debt ranks in the upper end of the category

Rating outlooks of SP fall into the following four categories

positive negative stable and developing SPs short-term

rating is A-1 which is the highest rating within SPs short-

term rating scale

NOTE 28 Commitments and contingencies

GUARANTEES AND OTHER COMMITMENTS

The following table presents the undiscounted amount of

maximum potential future payments for each major group of

guarantee

Septeinber tb

ndhoris nt 2013 202

GUarantees

Credit quarantees 622 326

Guarantees of third-party performance 1.593 1.562

HERKULES obiqations 1890 2290

Other 1864 3632

5970 7810

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

guarantees for credit-lines with variable utilization to joint

ventures and associated and other companies accounted for

using the equity method 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 utilization

the nominal amount of the credit line These guarantees have

terms up to twelve years and five years respectively in fiscal

2013 and 2012 Except for statutory recourse provisions against

the primary debtor credit guarantees are generally not subject

to additional contractual recourse provisions As of September

30 2013 item credit guarantees include 299 million relating

to reclassification of disposal group from discontinued to

continuing operations The Company accrued 38 million and

28 million relating to credit guarantees as of September 30

2013 and 2012 respectively

Furthermore Siemens issues guarantees of third-party per

formance which include performance bonds and guaran

tees 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 consortium

partners Siemens will be required to pay up to an agreed-

upon maximum amount These agreements span the term of

the contract typically ranging from three months to ten

years in fiscal 2013 and seven years in fiscal 2012 Generally

consortium agreements provide for failback guarantees as

recourse provision among the consortium partners As of

September 30 2013 and 2012 the Company accrued 66 mil

lion and 83 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 in

formation and communications technology of the German

Federal Armed Forces Bundeswehr This project is called

HERKULES project company BWI Informationstechnik

GmbH BWI provides 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 this project Siemens

issued several guarantees connected to each other legally and

economically in favor of the Federal Republic of Germany and

of the consortium member IBM in December 2006 The guar

antees ensure that BWI has sufficient resources to provide the

required services and to fulfill its contractual obligations

These guarantees are listed as separate item HERKULES

obligations in the table above due to their compound and

multilayer nature Total future payments potentially required

by Siemens amount to 1.89 billion and 2.29 billion as of

September 30 2013 and 2012 respectively and will be reduced

by approximately 400 million per year over the remaining

four-year contract period as of September 30 2013 Yearly

payments under these guarantees are limited to 400 million

plus if applicable maximum of 90 million in unused guar

antees carried forward from the prior year
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Legal proceedingsItem Other includes 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 Indernnifications include those

for EN disposed of in fiscal 2008 and Siemens iT Solutions

and Services disposed of in fiscal 2011 As of September 30

2013 and 2012 the total amount accrued for guarantees in item

Other is 242 million and 528 million respectively Item Oth

er guarantees decreased in fiscal 2013 mainly due to the expi

ration of indemnifications issued in connection with disposi

tions of business entities

As of September 30 2012 in addition to guarantees disclosed

above Siemens had credit guarantees of 309 million guaran

tees of third-party performance of million and other guar

antees of 82 million as of September 30 2013 million re

lating to discontinued operations Contingencies relating to

businesses held for disposal not classified as discontinued op

erations are included in the above tabular

As of September 30 2013 and 2012 future payment obligations

under non-cancellable operating leases are as follows

SplEtober 30

miii ions of 2013 201

Within one year 807 812

After one year
but not more than five

years 1556 1586

More than five years
757 770

3120 3.168

Total operating rental expense for the years ended September

30 2013 and 2012 were 1073 million and 1072 million re

spectively Total sublease income amounts to 62 million and

74 million respectively in fiscal 2013 and 2012 Total future

minimum sublease payments expected to be received under

non-cancellable subleases as of September 30 2013 and 2012

amount to 139 million and 162 million respectively

As of September 30 2013 and 2012 the Company has commit

ments to make capital contributions to the equity of various

companies of 223 million and 211 million respectively

The Company is jointly and severally liable and has capital con

tribution obligations as partner in commercial partnerships

and as participant in various consortiums

PUBLIC CORRUPTION PROCEEDINGS

Governmental and related proceedings

As previously reported in May 2011 Siemens AG voluntarily re

ported 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 prosecu

tor notified Siemens AG of an investigation against former

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

Ministry 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 cooperating with the authority

In February 2013 Siemens AG and the European Investment

Bank EIB signed settlement agreement addressing alleged

past violations of the EIBs anti-fraud policy The settlement in

cludes commitment by Siemens that the concerned business

unit will voluntarily refrain from bidding on projects financed

by the EIB for period of 18 months Further Siemens com

mits to provide funds totaling 13.5 million over five years to

organizations or institutions that promote good governance

and the fight against corruption

Since July 2013 following the voluntary self-reporting of cer

tain facts by Siemens Ltda Brazil to the Brazilian antitrust au

thorities in May 2013 mentioned below several Brazilian pros

ecutorial offices have initiated or resumed investigations into

alleged criminal conduct including alleged bribe payments

anticompetitive conduct and undue influencing of public ten

ders in connection with several metro transport projects

Among the resumed investigations are in particular two cases
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that had been reported before namely the investigations by

the Brasilia and Sao Paulo public prosecutors related to alleged

misconduct in calendar 2007 and around 2000 respectively

Siemens is cooperating with the authorities

In August 2013 Brazilian Appellate Court upheld decision to

suspend Siemens Ltda Brazil from participating in public bids

and signing contracts with public administrations in Brazil for

five year term based on alleged irregularities in calendar

1999 and 2004 public tenders Siemens is seeking remedial ac

tion against the decision of the Appellate Court

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 IC

SID 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 alia 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 In 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

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

into corruption of government officials in connection with

the award of the contract for the DNI project to Siemens in

calendar 1998 Searches were undertaken at the premises of

Siemens Argentina and Siemens IT Services S.A in Buenos

Aires in August 2008 and in February 2009 The Company is

cooperating with the Argentinean Authorities The Argentinean

investigative judge also repeatedly requested judicial assis

tance from the Munich public prosecutor and the federal court

in New York In December 2011 the U.S Securities and

Exchange Commission SEC and U.S Department of Justice

filed an indictment 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 proceedings

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 Siemens 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

ment 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 maximumof 90 million on various

anti-corruption and.transparency initiatives as well as univer

sity 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

corruption 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 mat

ters by the Swiss Federal Prosecution authority The investiga

tion of the Swiss Federal Prosecution involved the Swedish

subsidiary Siemens Industrial Turbomachinery SIT in con

nection with alleged payments to employees of Russian nat

ural gas production company between calendar 2004 and

2006 In July 2013 the Swiss Federal Prosecution launched

criminal investigation against SIT for organizational neglect In

September 2013 the investigation was discontinued due to

settlement with the Swiss Federal Prosecution that included

restitution payment to nonprofit organization and compen

sation claim relating to forfeiture of profits in the lower double

digit US$ million range

As previously reported the Vienna public prosecutor Austria

is conducting an investigation into payments between calen

dar 1999 and 2006 relating to Siemens Aktiengesellschaft

Osterreich Austria and its subsidiary Siemens VAI Metal

Technologies GmbHCo Austria for which valid consider-
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ation could not be identified In September 2011 the Vienna

public prosecutor extended the investigations to include

potential corporate liability of Siemens AG Austria for tax

evasion Siemens is cooperating with the authorities

As previously reported in December 2009 the Anti-Corruption

Commission of Bangladesh ACC sent request for informa

tion to Siemens Bangladesh related to telecommunications

projects of Siemens former Communications Corn 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 employees of Siemens

Bangladesh in connection with transactions for Corn projects

undertaken in the period from calendar 2002 to 2006 In Feb

ruary 2010 and June 2012 the ACC sent requests for additional

information Siemens is cooperating with the authorities

As previously reported in November 2009 and in February

2010 subsidiary of Siemens AG voluntarily self-reported

possible violations of South African anti-corruption regula

tions in the period before calendar 2007 to the responsible

South African authorities The authorities have requested further

documentation 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

antitrust violations in connection with public invitation to

tender for project in the province of Cordoba Argentina in

calendar 2003 Siemens is cooperating with the IADB

As previously reported in August 2010 the LADB issued

notice of administrative proceedings against among others

Siemens Venezuela alleging fraudulent misstatements and

public corruption in connection with public invitation to

tender 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 com

pensatory damages third-party litigation including with com

petitors the formal or informal exclusion from public invita

tions to tender or the loss of business licenses or permits Ad

ditional 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 and 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 Dis

trict Court against the two former board members who were

not willing to settle Dr Thomas Ganswindt and Heinz-Joachim

Neuburger The criminal proceedings pending with the

Munich District Court against Dr Ganswindt were terminated

in July 2011 Against this backdrop Siemens AG reached

settlement with Dr Thomas Ganswindt in November 2012

which was subject to the approval of the Annual Shareholders

Meeting The Annual Shareholders Meeting of Siemens AG

approved the settlement agreement with Dr Ganswindt in

January 2013 Therefore Siemens withdrew from the proceed

ings pending before the Munich District Court in March 2013

as provided for in the settlement The lawsuit against

Heinz-Joachim NeubUrger is still pending In January 2013 Mr

NeubUrger filed counter daim against Siemens AG requesting

the transfer of Stock Awards in fiscal 2004 and 2005 plus divi

dends and interest Siemens AG is contesting this counterclaim

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

92 To our Shareholders

308

117 Corporate Governance 155 Combined Management Report



the Southern 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 the

former Siemens subsidiary OSRAM Middle East FZE Dubai are

among the 93 named defendants In February 2013 the court

dismissed the Republic of Iraqs action with prejudice The

Republic of Iraq has appealed this decision

ANTITRUST PROCEEDINGS

As previously reported in February 2007 the European Com

mission launched an investigation into possible antitrust vio

lations involving European producers of power transformers

including Siemens AG and VA Technologie AG Austria VA

Tech which Siemens acquired in July 2005 The German Anti

trust Authority Bundeskartellamt has become involved in the

proceeding and is responsible for investigating those allega

tions that relate to the German market Power transformers are

electrical equipment used as major components in electric

transmission 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 Siemens was

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 settle

ment agreement Siemens agreed to pay 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

liable with Schneider Electric for separate fine of 4.5 mil

lion In March 2011 the European Court of First Instance dis

missed the case regarding the fine imposed on Siemens AG

and re-calculated 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

into 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

April 1988 and April 2004 in the field of gas-insulated switch-

gear In September 2013 the Israeli Antitrust Authority con

cluded that Siemens AG was party to an illegal restrictive

arrangement regarding the Israeli gas-insulated switchgear

market between 1988 and 2004 with an interruption from

October 1999 to February 2002 The Company is considering to

appeal this decision

Based on the above mentioned conclusion of the Israel Anti

trust Authority electricity consumer groups filed two class-ac

tions for cartel damages against number of companies in

cluding Siemens AG with an Israeli District Court in September

2013 The plaintiffs seek compensation for alleged damages

which are claimed to amount to 582 million In addition ac

cording to an ad hoc-notice of the Israel Electric Corporation

IEC the IEC is concurrently preparing to file separate claim

for damages against Siemens AG and other companies that al

legedly formed cartel in the Israeli gas-insulated switchgear

market Siemens AG is defending itself

As previously reported in November 2010 the Greek Compe

tition 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 In August 2012

the proceedings were discontinued without sanctions based

on the settlement agreement between Siemens and the Greek

State mentioned above

In connection with the January 24 2007 decision of the

European Commission regarding alleged antitrust violations in

the high-voltage gas-insulated switchgear market claims are

being 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

21 companies have been named as defendants including

Siemens AG and various of its subsidiaries National Grid orig

inally asserted claims in the aggregate amount of approxi

mately 249 million for damages and compound interest In

November 2012 National Grid increased the aggregate amount

to 364 million due to accrued compound interest Siemens

believes National Grids claim to be without merit As discussed

the European Commissions decision has been appealed to the
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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 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 had 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 S.r.l 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 cal

endar 2009 In May 2011 the Italian Antitrust Authority sent

Statement of Objections to the companies under investigation

which confirmed that the proceedings against Siemens

Healthcare Diagnostics S.r.l were closed but accused Siemens

S.p.A of having participated in an anti-competitive arrange

ment In August 2011 the Italian Antitrust Authority fined

several companies including Siemens S.p.A for alleged anti-

competitive behavior The fine imposed on Siemens S.p.A

amounts to 1.1 million The company appealed the decision

In April 2012 the Regional Administrative Court overturned

the decision of the Italian Antitrust Authority In November

2012 the Italian Antitrust Authority appealed the decision of

the Regional 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 application

In April 2012 the Competition Commission of Pakistan accept

ed the leniency application and granted Siemens Pakistan

100% penalty reduction for the alleged behavior

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

A.S Turkey based on alleged antitrust violations in the traffic

lights market Siemens Sanayi ye Ticaret A.S 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 behav

ior in the field of air-insulated switchgear and other products

from calendar 1997 to 2006 Siemens is cooperating with the

authorities

As mentioned above in May 2013 Siemens Ltda Brazil entered

into leniency agreement with the Administrative Council for

Economic Defense and other relevant authorities relating to

several Brazilian metro transport projects The Company is

cooperating with the authorities It cannot be excluded that

significant cartel damages claims will be brought by customers

against Siemens Ltda Brazil based on the outcome of the

investigations

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 con

sideration to be paid to the supplier consortium under the

contract is approximately 27% The other member of the sup

plier consortium 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 de

layed for reasons which are in dispute In December 2011 the

supplier consortium informed TVO that the completion of the

plant is expected in August 2014 In February 2013 TVO an

nounced that it is preparing for the possibility that the start of

the regular electricity production of the plant may be post

poned until calendar year 2016 The supplier consortium and

TVO continue to assess the schedule and the risk of further

slippage in detail The final phases of the plant completion re

quire the full cooperation of all parties involved In December

2008 the supplier consortium filed request for arbitration

against TVO demanding an extension of the construction

time additional compensation milestone payments damag

es and interest In June 2011 the supplier consortium in

creased its monetary claim to 1.94 billion 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
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the release of withheld milestone payments to the supplier

consortium of approximately 101 million plus interest As of

September 2012 TVOs alleged counterclaims amounted to

1.59 billion based on delay of up to 56 months Based on

completion in August 2014 1110 estimates that its counter

claims amount to 1.77 billion The further delay beyond

56 months beyond December 2013 as well as the further

slippage in the schedule currently under assessment by the

supplier consortium and TVO could lead TVO to further in

crease its counterclaims In October 2013 the supplier consor

tium increased its claim for an extension of construction time

and its monetary claims to 2.65 billion The arbitration pro

ceedings 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

ending in September 2013

As previously reported Siemens is involved in the construction

of power plant in the United States Siemens Energy Inc

USA and Kvaerner North American Construction Inc USA

Kvaerner are consortium partners in this project commis

sioned by Longview Power LLC USA Longview Foster Wheel

er North America Corp USA Foster Wheeler supplied the boil

er for the project Kvaerner filed an arbitration request before

the American Arbitration Association in June 2011 and in Octo

ber and November 2012 the parties filed claims for monetary

damages against one another The amounts claimed by

Longview and Foster Wheeler from the consortium partners to

tal approximately US$243 million Siemens filed claims for

monetary damages of approximately US$110 million against

Longview and Foster Wheeler Kvaerner is claiming approxi

mately US$252.8 million from Longview and Foster Wheeler

Longview filed for bankruptcy under Chapter 11 of the US Bank

ruptcy Code which may result in delay to the arbitration pro

ceeding dealing with the claim and counterclaim

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

0Th 0Th seeks to obtain information with respect to allega

tions of undue influence and/or acts of bribery in connection

with contracts concluded between Siemens AG and 0Th from

calendar 1992 to 2006 In May 2009 0Th 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 C4I project in advance of the Olympic Games in Athens

Greece Siemens A.E 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 is withholding the final payment in

double-digit million range claiming that the system has not

yet been finally accepted Although Siemens A.E is not con

tractual party of the Greek government under Siemens A.E.s

subcontract agreement with SAIC non-payment by the Greek

government also has an economic effect on Siemens A.E SAIC

has filed for arbitration contesting all the Greek governments

claims and the withholding of payments In July 2013 the arbi

tration court issued the arbitral award ordering the Greek State

to pay 40 million to SAIC The Greek State is contesting the

enforcement of the arbitral award The final resolution of

this dispute has been complicated by public bribery and

fraud allegations against Siemens A.E in Greece which have

resulted in extensive negative media coverage concerning the

C4I 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
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As previously reported in April 2009 the Defense Criminal

Investigative Service of the U.S Department of Defense con

ducted search at the premises of Siemens Medical Solutions

USA Inc United States in Malvern Pennsylvania in connec

tion with an investigation relating to Siemens contract with

the U.S Department of Defense for the provision of medical

equipment Siemens is cooperating with the authorities

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 In October 2011 the U.S Depart

ment of Commerce notified Siemens that it closed its case

without taking further action In January2013 the U.S Depart

ment of the Treasury notified Siemens that it closed its case

without taking further action

As previously reported 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 In June

2013 the authority notified Siemens that it closed its case

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

In January 2013 Siemens Electrical LLC USA Siemens Electri

cal an entity wholly-owned by Siemens Industry Inc USA

entered into Deferred Prosecution Agreement DPA with the

New York County District Attorneys Office The DPA relates to

misconduct concerning Master Electrician and Minority Busi

ness Enterprise requirements in connection with contracts

with the New York City Department of Environmental Protec

tion The individuals responsible for the admitted misconduct

were Siemens former business partners to the predecessor

to Siemens Electrical Under the terms of the DPA Siemens

Electrical agreed to among other things forfeit US$10 million

The case will be dismissed after two years if the company

meets certain specified conditions under the DPA

In March 2013 Nolda Siemens Networks Holding B.V NSN
Nokia Corporation and Nokia Finance International B.V Nokia

Finance filed request for arbitration against Siemens AG

NSN Nokia Corporation and Nokia Finance sought damages

in the amount of 238 million for alleged breaches of the

framework agreement entered into among the parties in

2007 The claims related to contract which had been trans

ferred to subsidiary of NSN In connection with the sale of

Siemens AGs shares in NSN to Nokia on July 2013 the par

ties settled the dispute

End of October 2013 Essent Wind Nordsee Ost Planungs- und

Betriebsgesellschaft mbH ified request for arbitration against

Siemens AG alleging violations of contract for the delivery of

High Voltage Substation entered into by the parties in 2010

The clalmant claims damages in an amount of 256 million

plus interest and determination that Siemens AG shall be

liable for any further damages which are claimed to amount to

152 million Siemens AG will defend itself against this action

For legal proceedings information required under LAS 37 Provi

sions Contingent Liabilities and Contingent Assets is not

disclosed 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 claim

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

business results of operations and financial condition for any

reporting period in which an adverse decision is rendered

However Siemens currently does not expect its business

results of operations and financial condition to be materially

affected by the additional legal matters not separately dis

cussed in this paragraph
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NOTE 30 Additional disclosures

on financial instruments

The following table presents the carrying amounts of each

category of financial assets and financial liabilities

Sepreuihee 30

in nillions of 2013 2012

Financial assets

Loans arid receivables 29331 28439

Cash and cash equivalents 9190 10891

Derivatives designated in hedge accounting relationship
625 1918

Financial assets held for trading
1705 1410

Available-for-sale financial assets 2161 1546

43010 44203

Financial liabilities

Financial liabilities measured at amortized cost

Fi na ncial Ii abilities heltl for trading

Derivatives designated in hedge accounting relatiorrship

The following table presents the fair values and carrying

amounts of financial assets and financial liabilities measured

at cost or amortized cost

Financial assets ineasurod at cost or arriortized cost

Trade and other receivables

Receivables from finance leases

Cash and cash equivalents

Other non-derivative financial assets

Lii iiiillioiis if

Available-forsale finarcial assets

Fair value

12944

5261

9190

11126

Financial liabilities irioasiired at Cost or arraortized cost

Notes arid bonds

trade payahles3

18742

7599

1821

167

1651

18491

7.599

1832

130

1651

18460

8036

2340

202

18212

8036

2334

161

1418

Loans from banks and other financial indebtedness

Obligations under findince leases

Other oi -derivative fina ncial liabilities 1418

viiisis id 12 uiihiiri arid 113410 irriflior ride

reiervahic train Iii sale qoods arid cervices in fiscal

2013 urn 2012 resiecroely as med as 23 11 rndhon

and 34 in iioil tcenafiIrs hue 1Cm Other

Lam ii 01 asseic im fi cri 2013 arid 2012 iecpentnddy

As of iurplecilmai 20r ni 21fr2 iradi icevalcF

haiti Inc sale cut qoads and cci vres hi
aisl 565 nhuon leave ameoairninq terre cii more than

iwelvi moUrn

arrests of crude risiruinencs rlassTiri as available-

far sale for vvnrf aIr value rail flat ci rcir ahl

mrresrred ciii eshrunhr ac thurefo ri 051 vii

As of Semruinhr 1020 id_end 2102 trade mcuyiLmIis ma

42 mirihion aim-I 128 trillion Inane reirar-mrricj ecu

more rican tuvelve rriantlms
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29704

887

30160

160

920

30.751

204

31284

September 30 2013

Carrying

amount

Septeruibir 10 2012

Cai iyiruq

crrccuicuurFair value

12944 13344

5261

13344

5059

9190

5059

10891

11126

10891

10036

167

0036

293
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Cash and cash equivalents includes 320 million and 199

million as of September 30 2013 and 2012 respectively which

are not available for use by Siemens mainly due to minimum

reserve requirements with banks

As of September 30 2013 and 2012 the carrying amount of

financial assets Siemens has pledged as collateral amounted

to 344 million and 500 million respectively

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 pa

rameters such as interest rates specific country risk factors

individual creditworthiness of the customer and the risk char

acteristics of the financed project Based on this evaluation

allowances for these receivables are recognized As of Sep

tember 30 2013 and 2012 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

Financial instruments categorized as financial assets and

financial liabilities measured at fair value are presented in the

following table

September 30

3m
arilmorrs 01 2013 2019

Financial assets rneasrrrerl at fair value

Available-forsale finarrcial assets 1994 1252

Derivative financial instrunrerrts 2330 3328

Not desigrsoted in hedge

crcr uunting relcrt mush ip 1.587 1202

Itt conrrection muir fuir vuirre fredges 472 783

Foreigrr currency exchurrge derivatives 22

Interest rote derivuf ices 466 1761

itt corrrrec tiorr muir uvfr firrw Iredges 153 135

Foreign crrrrency excirunge clerical ices 152 132

Coot modify dedvutives

Embedded derivntives 118 208

4324 4580

Financial liabilities oieasured at fair value

Derivative financial instmarneots 1047 1125

Nut designuted in hedge

uccuuntirsg relutronship
765 823

In crnnectiun mitfr fair value Iredges

Foreign currency exchange derivatives

irrterest rote derivatrees

In connection with rush flrrw hedges 152 193

Foreign crmrrency eec harrge derivatives 148 185

Interest rule derrvutives

Commodity demivutises

Eombedded mlemivotmves 122 98

1047 1125

The fair value of available-for-sale financial assets quoted in an

active market is based on price quotations at the period-end

date The fair value of unquoted debt instruments is estimated

by discounting future cash flows using current market interest

rates

The Company limits default risks resulting from derivative

financial instruments by careful counterparty selection

Derivative financial instruments are generally transacted with

financial institutions with investment grade credit ratings The

fair valuation of derivative financial instruments at Siemens

incorporates all factors that market participants would con

sider including the counterparties credit risks The exact

calculation of fair values of derivative financial instruments

depends on the specific type of instrument
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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 is 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

instruments no compensating effects from underlying trans

actions 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 2013

iii iv llicins ot Level Level Level Total

Financial assets

measured at fair value

Available-for-sale financial assets 1884 110 1994

Derivative financial instruments 2330 2330

Total 1884 2440 4324

Financial liabilities

measured at fair value

Derivative financial instruments 1047 1047

iepmeiiibei 3t 2012

ii iii
II nm of Li mel Level end Tomal

Financial assets

measured at fair valLie

Available-for-sale financial asvets 1252

Derivative financial instruments 3328 3328

Total 1252 3328 4580

Financial liabilities

measured at fair value

Derivative financial instruments t25 115

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 assets

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 onrled September 30

is millions of 2013 2012

Cash and cash equivalents 11

Available-for-sale financial assets 99 83

Loans and receivables 178 238

Fi na ncial Ii abilities

measured at amortized cost 408 258

Financial assets and

financial liabilities held for
trading

363 189

Net gains losses in fiscal 2013 and 2012 on available-for-sale

financial assets include net gains on derecognition as well as

impairment losses Net losses on loans and receivables con

tain changes in valuation allowances gains or losses on

derecognition as well as recoveries of amounts previously

written-off Net gains losses in fiscal 2013 and 2012 on finan

cial liabilities measured at amortized cost are comprised of

gains losses from derecognition and the ineffective portion

of fair value hedges Net gains losses in fiscal 2013 and 2012

on financial assets and financial liabilities held for trading con

sist of changes in the fair value of derivative financial instru

ments including 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 assets

and liabilities mentioned above
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NOTE 31 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

exchange rates interest rates and commodity prices

The fair values of each type of derivative financial instruments

recorded as financial

follows

assets or financial liabilities are as

September 30 2013 September 30 2012

in mill or is of Asset Liability Asset Liability

Foreign currency

exchange contracts 416 331 343 325

Interest rate swaps

and combined

interestlcurrency swaps 1637 261 2577 534

Commodity swaps 35 49 36 27

Embedded derivatives 118 122 208 98

Options 123 281 164 141

Credit Default Swaps

2330 1047 3328 1125

FOREIGN CURRENCY EXCHANGE RATE

RISK MANAGEMENT
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 aggregated centrally and various

derivative financial instruments primarily foreign currency

exchange contracts foreign currency swaps and options are

utilized to minimize such risks Such strategy does not

qualify for hedge accounting treatment Accordingly all such

derivative 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 sale and purchase contracts denominated in

currency that is neither the functional currency of the

substantial parties to the contract nor currency which is

commonly used in the economic environment in which the

contract takes place Gains losses relating to such embedded

foreign currency derivatives are reported in line item Cost of

sales in the Consolidated Statements 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

resulting from forecast sales and purchases as well as firm

commitments This risk results mainly from contracts denomi

nated in USS both from Siemens operating units entering into

long-term contracts e.g project business and from the stan

dard product business

Cash flow hedges As of September 30 2013 and 2012 the in

effective portion of cash flow hedges is not significant individ

ually 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 eriderl September 311

20th to 2010 and

rn melLon of r.2
2014 .WO 20t3 themeallr.r

Expected gain loss

to be reclassified from line

tent Other comprehensive

income net of income taxes

into revenue or cost of sales 54 14 36

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

derivatives such as interest rate swaps options interest rate

futures and forward rate agreements

Derivative financial instruments

not designated in hedging relationship

For the interest rate risk management relating to the Group

excluding SFS business derivative financial instruments are

used under portfolio-based approach to manage interest risk

actively relative to benchmark The interest rate management
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relating to the SFS business remains to be managed separately

considering the term structure of SFS financial assets and

liabilities on portfolio basis Neither approach qualifies for

hedge accounting treatment Accordingly all interest rate

derivatives held in this relation are recorded at fair value

either in line items Other current financial assets liabilities or

in line items Other financial assets liabilities and changes in

the fair values are charged to line item Other financial income

expenses net Net cash receipts and payments relating to

interest rate swaps used in offsetting relationships are also

recorded in line item Other financial income expenses net

Fair value hedges of fixed-rate debt obligations

Under the interest rate swap agreements outstanding during

the years ended September 30 2013 and 2012 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

designated as the hedged risk on the fair value of the underly

ing fixed-rate debt obligations The interest rate swap con

tracts are recorded at fair value in the Companys Consolidated

Statements of Financial Position and the related portion of

fixed-rate debt being hedged is recorded at an amount equal to

the sum of its carrying amount plus an adjustment represent

ing the change in fair value of the debt obligations attributable

to the respective interest rate risk being hedged Changes in

the fair value of interest rate swap contracts and the offsetting

changes in the adjusted carrying amount of the related por

tion of fixed-rate debt being hedged are recognized in line item

Other financial income expenses net in the Consolidated

Statements of Income Adjustments in the carrying amount of

the debt obligations resulted in gain loss of 293 million

and 227 million in fiscal 2013 and 2012 respectively During

the same period the related swap agreements resulted in

gain loss of 305 million and 233 million respectively

Accordingly the net effect recognized in line item Other fi

nancial income expenses net representing the ineffective

portion of the hedging relationship amounts to 12 million

and million in fiscal 2013 and 2012 respectively Net cash

receipts and payments relating to such interest rate swap

agreements are recorded as interest expenses

The Company had interest rate swap contracts to pay variable

rates of interest of an average of 0.3% and 0.5% as of Septem

ber 30 2013 and 2012 respectively and received fixed rates of

interest average rate of 3.5% and 5.1% as of Septenther 30

2013 and 2012 respectively The notional amount of indebted-

ness hedged as of September 30 2013 and 2012 was 7100

million and 11253 million respectively This changed 41%

and 66% of the Companys underlying notes and bonds from

fixed interest rates into variable interest rates as of September

30 2013 and 2012 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

indebtedness as of September 30 2013 and 2012 was 385

million and 1586 million respectively To reduce counter-

party risk Siemens agreed in fiscal 2013 to adjust the fixed rate

of several interest rate swaps to market levels in exchange for

receiving fair value compensation

Cash flow hedges of variable-rate term loan

As of September 30 2012 the Company applied cash flow

hedge accounting for 50% of variable-rate US$1 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 The variable-rate term

loan and the corresponding interest rate swap agreements

matured in August 2013 In fiscal 2013 and 2012 the cash flow

hedges of the variable-rate term loan did not result in any

ineffective portion Net cash receipts and payments relating to

such interest rate swap agreements are recorded as interest

expenses

COMMODITY PRICE RISK MANAGEMENT

Derivative financial instruments not designated

in hedging relationship

The Company applies portfolio approach to manage the

Company-wide risks associated with fluctuations in commod

ity 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 The ineffective portion as well as resulting gains and

losses were not significant individually or in aggregate

It is expected that 104 million of net deferred losses in line

item Other comprehensive income net of income taxes will be

reclassified into line item Cost of sales in fiscal 2014 when the

consumption of the hedged commodity purchases is recog
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nized in line item Cost of sales As of September 30 2013 and

2012 the maximumlength of time over which the Company is

hedging its future commodity purchases is 87 months and 99

months respectively

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 regions and Corporate

Units to implement financial risk management programs that

are tailored to their specific industries and responsibilities

while being consistent with the overall policy established 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 ex

ceeded within ten days with probability of 99.5% The con

cept of VaR is used for internal management of the Corporate

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

realistic assumption in almost all cases it may not be valid

during 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 eq

uity and interest bearing investments that our Companys

pension plans hold are not included in the following quantita

tive and qualitative disclosures

FOREIGN CURRENCY EXCHANGE RATE RISK

TransaCtion risk and 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 certaln 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

counterpanties 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 partiy 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
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Operating units including SFS are prohibited from borrowing

or investing in foreign currencies on speculative basis Inter

company financing or investments of operating units are pref

erably carried out in their functional currency or on hedged

basis

Siemens has established foreign currency exchange rate risk

management system that has an established track record for

years Each Siemens unit is responsible for recording assess

ing monitoring reporting and hedging its foreign currency

transaction exposure The binding guideline for Siemens oper

ating units provides the concept for the identification and

determination of single net foreign currency position for

each unit and commits the units to hedge this aggregated po
sition within narrow band of at least 75% but no more than

100% of their net foreign currency position In addition the

guideline provides framework of the organizational structure

necessary for foreign currency exchange rate risk manage

ment proposes hedging strategies and defines the hedging

instruments available to the entities foreign currency ex

change contracts foreign currency put and call options and

stop-loss orders If there are no conflicting country specific

regulations hedging activities of the operating units are trans

acted internally with Corporate Treasury Hedging transactions

with external counterparties in the global financial markets

are carried out under these limitations by Corporate Treasury

This includes hedging instruments which qualify for hedge ac

counting

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

The VaR relating to foreign currency exchange rates is calcu

lated by aggregating the net foreign currency positions after

hedging by the operating units As of September 30 2013 the

foreign currency exchange rate risk based on historical vola

tilities and correlations ten day holding period and confi

dence level of 99.5% resulted in VaR of million compared

to VaR of million in the year before Changes in euro val

ues of future cash flows denominated in foreign currency due

to volatile foreign currency exchange rates might influence

the unhedged portion of revenues but would also affect the

unhedged portion 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 deter

mined 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 units are located outside the euro zone Since

the financial reporting currency of Siemens is the euro the fi

nancial statements of these subsidiaries are translated into euro

for the preparation of the Consolidated Financial Statements 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 currency exchange rate fluc

tuations on the translation of net asset amounts into euro are

reflected in the Companys consolidated 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 in

terest 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

If there are no confficting country-specific regulations all

Siemens operating units generally obtain any required financ

ing through Corporate Treasury in the form of loans or inter

company 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 236 million as of September 30 2013 increasing

from the comparable value of 89 million as of September 30
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2012 This interest rate risk results primarily from euro and U.S

dollar denominated long-term fixed rate debt obligations The

increase in VaR related mainly to decrease in the portion of

the Companys underlying notes and bonds being changed

from fixed interest rates into variable interest rates by using

interest rate swap contracts and to an increased volatility of

relevant medium-term interest rates

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 ex

posure The binding guideline for Siemens operating units

provides the concept for the identification and determination

of the commodity price risk exposure and commits the units

to hedge it within narrow band of 75% to 100% of the com

modity price risk exposure in the product business for the

next three months and 95% to 100% of the commodity price

risk exposure in the project business after receipt of order

Siemens operating units are prohibited from speculative

transactions

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

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 million

as of September 30 2013 compared to 10 miffion as of Sep

tember 30 2012

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 strengthening Siemens focus on its

core business activities or compensation from MA transac

tions indirect investments in fund shares are mainly transact

ed for financial reasons

These investments are monitored based on their current mar

ket value affected primarily by fluctuations in the volatile

technology-related markets worldwide The market value of

Siemens portfolio in publicly traded companies increased

from 796 million as of September 30 2012 to 1444 billion as

of September 30 2013 which was due primarily to the recog

nition of our 17.0% stake in OSRAM after the spin-off

Based on historical volatilities and correlations ten day

holding period and confidence level of 99.5% the VaR as of

September 30 2013 of Siemens equity investments was 81

million compared to 85 million the year before

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 increases the

flexibility of depositing cash or refinancing by using European

Central Bank accounts

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-off 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 2013

Such expected net cash outflows are determined based on

each particular settlement date of an instrument The amounts

disclosed are undiscounted net cash outflows for the respec
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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 2013

Year ended September

2016 to 2019 aid

liii
nriIIioni of 2014 2015 2018 theneaftr

on-derivative

fi rrancia iabi iti es

Notes and bonds 2077 622 9937 9368

Loans from banks 478 393 859 ii

Other financial

indebtedness 87 10 38

Obligations under

finance leases 30 17 62 89

Trade payables 7710 19 10

Other financial liabilities 1188 42 422

Derivative

financial liabilities 377 147 224 39

Irrevocable loan

conlrtlittflents 2354 224 303

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 property 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 as

set-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 liabilities as well as to enable an effective controlling of

future risks Siemens has established comprehensive risk

reporting covering 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

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

assets as stated on the Consolidated Statements of Financial

Position Management uses the Net debt measure for internal

finance management as well as for external communication

with investors analysts and rating agencies

September 10

in trillions of 2013 2012

Short-term debt and current

maturities of long-term debt 1944 3826

Long-term debt 18509 16880

Total debt 20453 20707

Cash and cash equivalents 9190 10.891

Available-for-sale financial assets current 601 524

Total liquidity 9790 11415

Net debt Total debt less Total liquidity 10663 9292

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 cash outflows related to the announced growth strate

gy of SFS dividend payments pension plan funding portfolio

activities and cash outflows in connection with Siemens

2014 Company-wide program aimed at improving profitabil

ity in the Sectors

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 participa
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tions in financings such as syndicated loans In part Siemens

takes security interest in the assets Siemens finances or

Siemens receives 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 determine and continuously update 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 Ps and Fitch for the respective

country

Credit risk is recorded and monitored on an ongoing basis ap

plying different systems and processes dependent on the un

derlying product Central systems are used for ongoing moni

toring of counterparty risk In addition SFS uses own systems

for its financing activities There are also number of decen

tralized tools used for management of individual credit risks

within the operating units central IT application processes

data from the operating units together with rating and default

information and calculates an estimate which may be used as

basis for individual bad debt provisions In addition to this

automated process qualitative information is considered in

particular 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 maximumexposure to credit risk of financial assets with

out taking account of any collateral is represented by their

carrying amount As of September 30 2013 and 2012 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 570 million and 716 million respec

tively As of September 30 2013 and 2012 the collateral held for

financial instruments classified as receivables from finance

leases amounted to 1902 million and 1685 million respec

tively mainly in the form of the leased equipment As of Sep

tember 30 2013 and 2012 the collateral held for financial in

struments classified as financial assets measured at cost or

amortized cost amounted to 2141 million and 1902 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

reverse repurchase agreements that can be sold or re-pledged

in absence of default by the owner of the collateral As of

September 30 2013 and 2012 the fair value of the collateral

held amounted to 103 million and 500 million respectively

In fiscal 2013 and 2012 Siemens has not exercised the right

to sell or re-pledge the collateral Credit risks arising from irre

vocable loan commitments are equal to the expected future

pay-offs resulting from these commitments As of September

30 2013 and 2012 the collateral held for these commitments

amounted to 1320 million and 1178 million respectively

mainly in the form of inventories and receivables Credit risks

arising from credit guarantees are described in --3 NOTE 28 COM

MITMENTS AND CONTINGENCIES There were no significant concen

trations of credit risk as of September 30 2013 and 2012

Concerning trade receivables and other receivables as well as

loans or receivables included in line item Other financial assets

that are neither impaired nor past due there were no indi

cations as of September 30 2013 that defaults in payment

obligations will occur which lead to decrease in the net as

sets of Siemens Overdue financial instruments are generally
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impaired on portfolio basis in order to reflect losses incurred

within the respective portfolios When substantial expected

payment delays become evident overdue financial instru

ments are assessed individually for additional impairment and

are further allowed for as appropriate

NOTE 33 Share-based payment

Share-based payment awards at Siemens including Bonus

Awards Stock Awards the Share Matching Program and its

underlying plans as well as the Jubilee Share Program are pre

dominately designed as equity-settled plans and to limited

extent as cash-settled plans If participating Siemens compa

nies 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 pre

maturely Total pretax expense for share-based payment recog

nized in line item Income from continuing operations amount

ed to 185 million and 155 million for the years ended Sep

tember 30 2013 and 2012 respectively and refers primarlly 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 In principle

stock awards forfeit if the beneficiarys employment with the

Company terminates prior to the expiration of the restriction

period During the restriction period beneficiaries are not

entitled to dividends Stock awards may not be transferred

sold pledged or otherwise encumbered Settlement of stock

awards may occur in newly issued shares of capital stock of

Siemens AG treasury shares or in cash The settlement meth

od will be determined by the Managing Board and the Super

visory Board Each fiscal year the Company decides whether or

not to grant stock awards The Supervisory Board decides

about the number 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

Since fiscal 2012 the allocation of stock awards as share-

based payment has been increasingly tied to corporate perfor

mance 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 2013 and 2012 agreements were entered into which

entitle members of the Managing Board to stock awards con

tingent upon attaining an EPS-based target The fair value of

these entitlements amounting to million in each of the

fiscal years 2013 and 2012 was determined by calculating the

present value of the target amount

In fiscal 2013 and 2012 agreements were entered into which

entitle members of the Managing Board to stock awards con

tingent upon attaining prospective performance-based target

of Siemens stock relative to five competitors The fair value of

these entitlements amounting to million in each of the fis

cal years 2013 and 2012 was calculated by applying valuation

model Inputs to that model include an expected weighted

volatility of Siemens shares of 24% in fiscal 2013 and 27% in

fiscal 2012 and market price of 78.94 in fiscal 2013 and

73.94 in fiscal 2012 per Siemens share Expected volatility was

determined by reference to historic volatilities in fiscal 2013
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and by reference to implied volatilities in fiscal 2012 The mod

el applies risk-free interest rate of up to 0.8% in fiscal 2013

and up to 1.7% in fiscal 2012 and an expected dividend yield of

3.8% in fiscal 2013 and 4.1% in fiscal 2012 Assumptions con

cerning share price correlations were determined by reference

to historic correlations

Compensation expense related to stock awards is generally

recognized over five years until they vest including restric

tion period of four years

In fiscal 2013 and 2012 agreements were entered into which

entitle members of the Managing Board to Bonus Awards con

tingent upon the target attalnment The fair value of these

entitlements amounting to million in each fiscal year

reported was determined by calculating the present value of

the target amount 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 consideration for each Bonus Award following an

additional walting period of four years

The remuneration system of the Managing Board and the

changes in the stock awards held by Managing Board mem
bers are explained in detail at -3 B.4 COMPENSATION REPORT with

in chapter -3 CORPORATE GOVERNANCE

Commitments to members of the senior

management and other eligible employees

In fiscal 2013 and 2012 1308171 and 1080609 stock awards

were granted to members of the senior management and

other eligible employees contingent upon attaining an EPS

based target The fair value of these stock awards amounts to

85 million and 62 million respectively in fiscal 2013 and

2012 and corresponds to the target amount representing the

EPS target attainment

In fiscal 2013 and 2012 849908 and 947945 stock awards were

granted to members of the senior management and other eli

gible employees contingent upon attaining prospective per

formance-based target of the Siemens stock relative to five

competitors The fair value of these stock awards amounting

to 53 million and 58 million respectively in fiscal 2013 and

2012 of which 41 million and 46 million relate to equity in

struments was calculated by applying valuation model In

fiscal 2013 and 2012 inputs to that model include an expected

weighted volatility of Siemens shares of 24.32% and 25.33%

respectively and market price of 79.70 and 74.14 per

Siemens share Expected volatility was determined by refer

ence to historic volatilities in fiscal 2013 and by reference to

implied volatilities in fiscal 2012 The model applies risk-free

interest rate of up to 0.6% in fiscal 2013 and up to 1.8% in fiscal

2012 and an expected dividend yield of 3.76% in fiscal 2013 and

3.91% in fiscal 2012 Assumptions concerning share price cor

relations were determined by reference to historic correlations

Compensation expense related to these stock awards is recog

nized over four years until they vest

The following table shows the changes in the stock awards

held by members of the senior management and other eligible

employees

2013

Awards

Year ended September 30

2012

Awards

Norrvested beginning of period 4217588 38573 15

Granted 2158079 2028554

Vested and transferred 1073355 1531944

Forfeited/settled 4258571 1363371

Non-vested end of period 4876.455 4217588

sans ansf rOprn2 anar rrr/7etnre ted and t2drsanrr 24ssr sews-cr ards

rsrrrsrlvrIs nisrcr 201 land 2012

SHARE MATCHING PROGRAM

AND ITS UNDERLYING PLANS

Share Matching Plan

In fiscal 2013 and 2012 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 Within

predetermined period in the first quarter of each fiscal year

plan participants decide on their investment amount for which

investment shares are purchased The shares are purchased at

the market price at predetermined date in the second quar

ter Plan participants receive the right to one Siemens share

without payment of consideration 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 divi

dends The right to receive matching shares forfeits if the un

derlying investment shares are transferred sold pledged or

otherwise encumbered Matching shares may be settled in
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Resulting Matching Shares
newly issued shares of capital stock of Siemens AG treasury

shares or in cash The settlement method will be determined

by the Managing Board Each fiscal year the Managing Board

decides whether or not to issue new tranche under the Share

Matching Plan

Monthly Investment Plan

In fiscal 2013 and 2012 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 partic

ipating Siemens companies Plan participants may invest

specified percentage of their compensation in Siemens shares

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 an

nually whether shares acquired under the Monthly Invest

ment Plan investment shares may be transferred to the

Share Matching Plan the following year If the Managing

Board decides that shares acquired under the Monthly Invest

ment Plan are transferred to the Share Matching Plan plan

participants will receive the right to matching shares under

the same conditions applying to the Share Matching Plan de

scribed above Each fiscal year the Managing Board decides

whether or not to issue new tranche under the Monthly In

vestment Plan

The Managing Board decided that shares acquired under the

tranches issued in fiscal 2012 and 2011 are transferred to the

Share Matching Plan as of February 2013 and February 2012

respectively

Base Share Program
In fiscal 2013 and 2012 the Company issued new tranche un

der 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 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 de

scribed above Each fiscal 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 2013 and 2012 the Company incurred pretax expense

from continuing operations of 31 million and 29 million re

spectively

Outstanding beginning of period 1545582 1977091

Granted 713245 706354

Vested and transferred 351.548 1037292

Forfeited 140.307 57596

Settled 33475 42975

Outstanding end of period 1733497 1545582

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 fair value In fiscal 2013 and 2012 the weighted aver

age grant-date fair value of the resulting matching shares is

57.77 and 50.35 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 re

ceive jubilee shares after having been continuously employed

by the Company for 25 and 40 years vesting period respec

tively Generally settlement of jubilee grants is in shares Jubi

lee shares are measured at fair value considering biometrical

factors The fair value is determined as the market price of

Siemens shares at grant date less the present value of divi

dends 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 2013 for the 25

and the 40th anniversary is 36.92 and 24.55 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 18.24 and 9.99 respec

tively in fiscal 2013 The weighted average fair value of each

jubilee share granted in fiscal 2012 for the 25th and the 40th an

niversary is 39.45 and 29.88 respectively based on the num

ber of shares granted The weighted average fair value of each

jubilee share granted adjusted by biometrical factors consider

ing fluctuation is 19.01 and 13.12 respectively in fiscal 2012

Yedr errded Seprernber 30

2013 20t2

Entitlements to Errtitler rents to

Matching
Shares Matchirrq Shares
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In fiscal 2013 and 2012 0.29 million and 0.43 million jubilee

shares were granted 0.18 million and 0.16 million were trans

ferred 0.12 million and 0.48 million forfeited resulting in an

outstanding balance of 4.68 million and 4.69 million jubilee

shares as of September 30 2013 and 2012 Considering biomet

rical factors 3.28 million and 3.29 million jubilee shares are

expected to vest as of September 30 2013 and 2012

NOTE 34 Personnel costs

Year ended Sepreirrher SO

in rrrillruris of 2013 2012

Wages arrd salaries 21874 20633

Statutory social welfare contributions and

expenses for optional support payments 3389 3354

Expenses relating to post-employment

benefits 1148 886

26.411 24.873

Item Expenses relating to post-employment benefits includes

service costs for the period Interest from post-employment

benefits is included in line items interest income expenses

Wages and salaries statutory social welfare contributions and

expenses for optional support payments and expenses relating

to post-employment benefits for continuing and discontinued

operations amounts to 28163 million and 27009 million in

fiscal 2013 and 2012

The average number of employees in fiscal years 2013 and 2012

was 362.4 thousand and 362.9 thousand respectively based

on continuing operations Part-time employees are included

on proportionate basis The employees were engaged in the

following activities

Year errdert Seplemhei 30

in rhousarrds 2013 2112

Manufacturing arrd services 224.2 221.3

Sales and marketing 73.6 76.9

Research and development 29.8 29.5

Administration and general services 34.9 35.2

362.4 362.9

The average number of employees in fiscal years 2013 and 2012

was 394.9 thousand and 408.5 thousand respectively based

on continuing and discontinued operations Thereof in fiscal

2013 and 2012 248.3 thousand and 255.6 thousand employees

were engaged in manufacturing and services 78.2 thousand

and 83.2 thousand employees were engaged in sales and mar

keting 31.8 thousand and 32.4 thousand employees were in

research and development and 36.6 thousand and 37.3 thou

sand employees were in administration and general services in

fiscal 2013 and 2012 respectively

NOTE 35 Earnings per share

Year ended Septerrrher 40

sfrar vs irr thousands can rings per share in 2013 2012

Income front continuing operations 4212 4642

Less Portion attributable

to non-controlling interest 120 132

Income from continuing operations

attributable to shareholders of Siemens AG 4093 4510

Weighted average shares

outstanding basic 843819 876053

Effect of share-based payment 8433 8259

Weighted average shares

outstanding dmlrmted 852252 88431

Basic earnings per share

from continuing operations 4.85 5.15

Diluted earnings per share

from continuing operations 4.80 5.10

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

The dilutive earnings per share computation in fiscal 2013

and 2012 does not contain 21674 thousand shares relating to

warrants issued with bonds 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
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NOTE 36 Segment information

Segment information is presented for continuing operations

DESCRIPTION OF REPORTABLE SEGMENTS

The four Sectors comprise manufacturing industrial and coin

mercial goods solutions and services in areas more or less re

lated to Siemens origins in the electrical business field

Energy offers wide spectrum of products solutions and

services for generating and transmitting power and for ex

tracting converting and transporting oil and gas It primarily

addresses the needs of energy providers but also serves in

dustrial companies particularly in the oil and gas industry

Healthcare 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 that help customers use resources and energy more

efficiently improve productivity and increase flexibility The

Sectors integrated technologies and holistic solutions primar

ily address industrial customers particularly those in the

process and manufacturing industries The portfolio spans

industry automation industrial software drive products and

services system integration and solutions for industrial plant

businesses

Infrastructure Cities offers wide range of technologies

for increasing the sustalnabiity of metropolitan centers and

urban infrastructures worldwide such as integrated mobility

solutions building and security systems power distribution

equipment smart grid applications and low and medium-volt

age products

Equity Investments comprises equity stakes held by

Siemens that are either 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 activi

ties SRE Corporate items or Corporate Treasury for strategic

reasons

Financial Services SFS provides variety of financial ser

vices and products to other Siemens units and their customers

and to third parties SFS has three strategic pillars supporting

Siemens units with finance solutions for their customers

managing financial risks of Siemens and offering third-party

finance services and products

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 as well as activi

ties remaining from divestments and discontinued operations

such as from Siemens iT Solutions and Services and from the

former Com business

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

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

portfolio activities referred to as financing interest interest

related to Corporate Treasury activities or resulting consolida

tion and reconciliation effects on interest
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MEASUREMENT SEGMENTS

Accounting policies for Segment information are generally the

same as those used for Siemens descrthed in -3 NOTE SUMMARY

OF SIGNIFICANT ACCOUNTING POLIcIES 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 measure

of the Sectors and Equity Investments is earnings before financ

ing interest certain pension costs and income taxes as deter

mined by the chief operating decision maker Profit Profit ex

cludes 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 excluding the effects

of capital market financing issues for financing issues regard

ing Equity Investments see paragraph below The major catego

ries 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 expenses 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 SEE and

or Centrally managed portfolio activities or have corporate

or central character

Central infrastructure costs are primarily allocated to the Sec

tors The total amount to be allocated is determined at the be

ginning of the fiscal year and is charged in installments 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

Profit of the segment SFS

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

expenses 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 intragroup financing

receivables intragroup investments and tax related assets

since the corresponding positions are excluded from Profit

Division of InfrastructureCities includes 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 include certain shareholder loans

granted to investments reported in Equity Investments In con

trast Assets of SFS is Total assets
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Orders

Orders are determined principally as estimated revenue of ac

cepted 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 cash

flows from operating activities less additions to intangible as

sets and property plant and equipment It excludes Financing

interest except for cases where interest on qualifying assets is

capitalized or classified as contract costs and it also excludes

non-cash income tax as well as certain other payments and

proceeds Free cash flow of Equity Investments includes inter

est from shareholder loans granted to investments reported

in Equity Investments Pension curtailments are partial pay-

back 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

ments as well as amortization and impairments of intangible

assets net of reversals of impairment Goodwill impairment is

excluded

RECONCILIATION TO SIEMENS

CONSOLIDATED FINANCIAL STATEMENTS

The following table reconciles total Assets of the Sectors

Equity Investments and SFS to Total assets of Siemens Con

solidated Statements of Financial Position

September 30

in millions off 2013 2012

Assets of Sectors 24886 23364

Assets of
Equity Investments 1.767 2715

Assets of SFS 18.661 17405

Total segment assets 45314 43484

Reconci iation

Assets Centrally managed portfolio
activities 267 448

Assets SRE 4747 5018

Assets of Corporate items and pensions 11252 11693

Eliminations Corporate Treasury and other

reconciling
items of Segment information

Asset-based adjustments

Intragroup financing

receivables and investments 40850 22046

Tax-related assets 3924 4453

Liability-based adjustments

Post-employment benefits 9265 9801

Liabilities 39336 42072

Eliminations Corporate Treasury

other Items2 29.981 6482

Total Eliminations Corporate Treasury

and other reconciling items of

Segment information 63393 7t889

Total assets in Siemens consolidated

Statements of Financial Position 101936 108251

Measurement

Centrally managed portfolio activities and SRE

Centrally managed portfolio activities follow the measure

ment principles of the Sectors 51 applies the measurement

principles of SFS Total assets of 51 nets certain intercom

pany finance receivables with certain intercompany finance

liabilities In fiscal years 2013 and 2012 Corporate items and pensions in

the column Profit includes 419 million and 261 million re

lated to Corporate items as well as 420 million and 407
million related to Pensions respectively Remaining costs in

connection with Siemens IT Solutions and Services charged to

Corporate items in fiscal 2013 and 2012 amount to 58 million

and 118 million Effects from asset retirement obligations for

environmental clean-up costs impacted Corporate items with

50 million and 19 million in fiscal 2013 and 2012 respective

ly Legal and reglilatory matters contributed positive effects to

Corporate items in fiscal 2012

in accar cinace coltS Oreroeni segaient Flleasaltrttei it
it icl tirt tarn

arlupatis lAS 1OC ietrnspectrarl lot eased Assets at it tic ri rat rca ate relics

arid 1reaslaa bltt million carl decreased rile tell total silliiliatlirlls rrrprrrate

tress cry arid other recnrrcilisc dcii rs trs 176 pillion orriparerl dir riesiansls

rerrorterl anidiriats 55 at Serternhei 353 2012

Incftidas asses atta Ira silirrec reciass7 err in rasecrral tic discaritiaiieil opera cars
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NOTE38 Related party transactionsADDITIONAL SEGMENT INFORMATION

For the years ended September 30 2013 and 2012 Profit of SFS

includes interest income of 873 million and 778 million

respectively and interest expenses of 317 million and 316

million respectively

NOTE 37 Information about geographies

Revenue Revenue N5

location of r.usrorrrer for sort cf courpa vies

Year rude Year ended

Septerri her tO September 30

in rnilliorrs of 01 2013 2012 2013 2012

Europe C.lS.m Africa

Middle East 39874 39947 44337 44957

Americas 20916 22078 20828 21793

Asia Australia 15092 15370 10717 10645

Siemens 75882 77395 75882 77395

thereof Germany 10750 11049 19115 19909

tlrereof foreign countries 65132 66346 56766 57487

thereof U.S 14179 15946 16056 17062

cnrrnanweaitlr of lirriependerit Stares

Non cnrrerrt assets

Sepreurher 30

11 err lions of 2013 2012

Europe C.I.S Africa Middle East 17404 16009

Americas 12.598 13723

Asia Australia 2752 2695

Siemens 32755 32427

tlrereofGerrnany 6510 6446

thereof 1.5 11205 12133

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 sub

sidiaries joint ventures and associated companies in fiscal

2013 see NOTE 18 INVESTMENTS ACCOUNTED FOR USING THE EQUITY

METHOD and NOTE 42 LIST OF SUBSIDIARIES AND ASSOCIATED COM

PANIES PURSUANT TO SECTION 313 PARA OF THE GERMAN COMMERCIAL

CODE Information regarding our subsidiaries joint ventures

and associated companies for fiscal 2012 are presented in the

List of subsidiaries and associated companies published sepa

rately in the German Electronic Federal Gazette elektronischer

Bundesanzeiger

Sales of goods and services and other income from transac

tions with joint ventures and associates as well as purchase of

goods and services and other expenses from transactions with

joint ventures and associates are as follows

Sales of qoods arrd ser vices ftrrclrases of qoods arid

arrd other urcorrit services and other enprrrses

Year ended Year errdecl

September 30 Septernhmmr 30

irr millrorms oft 2013 2012 2013 2012

Joint ventures 336 432 12 16

Associates 1008 528 214 228

1345 959 226 244

Receivables from joint ventures and associates and liabilities

to joint ventures and associates are as follows

tnnsrrunweath of frrde1rertrleirr Stiles

Non-current assets consist of property plant and equipment

goodwill and other intangible assets

92 To our Shareholders
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5rptmrrrbr Sf tmeptmrmrle 30

ii rrmillions of 2013 2012 2013 2012

Joint ventures 54 49 12 23

Associates 222 145 121 241

276 194 133 264
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As of September 30 2013 and 2012 loans given to joint ven

tures and associates amounted to 17 million and 60 million

respectively In the normal course of business the Company

regularly reviews loans and receivables associated with joint

ventures and associates In fiscal 2013 and 2012 the review re

sulted in net losses related to valuation allowances totaling

27 million and net gains related to valuation allowances total

ing million respectively As of September 30 2013 and 2012

valuation allowances amounted to 42 million and 37 million

respectively In fiscal 2013 Siemens increased its net invest

ment in EN by 102 million The carrying amount remains

by applying the equity method For further information see

--3 NOTE INCOME LOSS FROM INVESTMENTS ACCOUNTED FOR USING

TIlE EQUITY METHOD NET

As of September 30 2013 and 2012 guarantees to joint ven

tures and associates amounted to 2789 million and 4769

million respectively including the HERKULES obligations of

1890 million and 2290 million respectively As of Septem

ber 30 2012 the NSN obligations were included For additional

information regarding the HERKULES obligations as well as

for information regarding guarantees in connection with the

contribution of the SEN operations into EN see NOTE 26

COMMITMENTS AND CONTINGENCIES As of September 30 2013 and

2012 guarantees to joint ventures amounted to 431 million

and 474 million respectively As of September 30 2013 and

2012 the Company had commitments to make capital contri

butions of 187 million and 176 million to its joint ventures

and associates therein 107 million and 113 million related to

joint ventures respectively For loan raised by joint ven

ture which is secured by Siemens guarantee Siemens grant

ed an additional collateral As of September 30 2013 and 2012

the outstanding amount totaled to 134 million and 139 mil

lion respectively As of September 30 2013 and 2012 there

were loan commitments to joint ventures and associates

amounting to 90 million and 144 million respectively there

in 90 million and 94 million respectively related to joint

ventures

PENSION ENTITIES

For information regarding the funding of our pension plans

refer to --3 NOTE 23 POST-EMPLOYMENT BENEFITS

RELATED INDIVIDUALS

Related individuals include the members of the Managing

Board and Supervisory Board

In fiscal 2013 and 2012 members of the Managing Board re

ceived cash compensation of 17.0 million and 17.4 million

The fair value of stock-based compensation amounted to 17.6

million and 22.2 million for 213394 and 345382 Stock

Awards respectively in fiscal 2013 and 2012 In fiscal 2013 and

2012 the Company granted contributions under the BSAV to

members of the Managing Board totaling 6.4 million and 5.7

million

Therefore in fiscal 2013 and 2012 compensation and benefits

attributable to members of the Managing Board amounted to

41.0 million and 45.3 million in total respectively

In addition in connection with termination of Managing Board

membership compensatory payments amounting to 20.4

million gross and one-time special contributions amounting

to 3.1 million to the BSAV were agreed It was also agreed that

these members of the Managing Board receive their long-term

stock-based compensation for fiscal 2013 41554 Stock

Awards which will be settled in cash and is included in the

above mentioned stock-based compensation amount The

Company has furthermore agreed to reimburse out-of-pocket

expenses up to maximumof 130000 plus value-added tax

The 175382 Stock Awards that were granted in the past and for

which the restriction period is still in effect will be absolutely

maintained The respective fair value of these stock awards at

grant date amounted to 11.5 million

In fiscal 2013 and 2012 expense related to share-based pay

ment and to the Share Matching Program amounted to 23.2

million including the above mentioned Stock Awards in con

nection with the departure from members of the Managing

Board and 16.0 million respectively For additional informa

tion regarding the Share Matching Program see -- NOTE 33

SHARE-BASED PAYMENT

Former members of the Managing Board and their surviving

dependents received emoluments within the meaning of Sec

tion 314 para No of the German Commercial Code total

ing 33.1 million including 18.2 million in connection with

the above mentioned departure from member of the Manag

ing Board and 15.8 million in fiscal 2013 and 2012
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NOTE 39 Principal accountant feesThe defined benefit obligation DBO of all pension commit

ments to former members of the Managing Board and their

survivors as of September 30 2013 and 2012 amounted to

192.5 million and 181.6 million For additional information

see -3 NOTE 23 POST-EMPLOYMENT BENEFITS

Compensation attributable to members of the Supervisory

Board comprises in fiscal 2013 and 2012 of base compensa

tion and additional compensation for committee work and

amounted to 4.9 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 chapter

--3 B.4 COMPENSATION REPORT is presented within the chapter

CORPORATE GOVERNANCE

In fiscal 2013 and 2012 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

ordinary course of our business whereby we buy and sell

wide variety of products and services on arms length terms

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

business and asset management

and services

Fees related to professional services rendered by the Companys

principal accountant EY for fiscal 2013 and 2012 were as

follows

Year ended September 30

in rrrrlhons 01 2013 2012

Type of fees

Audit fees 45.6 44.2

Audit-related fees 10.2 10.6

Tax fees 0.1 0.4

All other sei vices 0.4

Total 56.3 55.2

Audit fees and audit-related fees consist of fees associated

with the services pre-approved by the Audit Conunittee de

scribed below Tax fees and all other services require specific

pre-approval by the Audit Committee The tax fees primarily

include fees for support services provided in connection with

assistance for competent authority procedures according to

Article 25 of the OECD Model Tax Convention regarding trans

fer pricing issues as well as for tax compliance advice on tran

sition services from acquisitions All other services consist of

advisory services provided by EY for transitional period until

the end of fiscal 2013 after they acquired one of Siemens

IT-suppliers in the area of supply chain management in June

2013 and an attestation service not related to the financial

statements

In fiscal 2013 50% of the total fees related to Ernst Young
Gn-thH Wirtschaftsprufungsgesellschaft Germany
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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 pre-ap

proval policies and procedures pursuant to which the Audit

Committee annually pre-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 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 and 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

reporting 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

Comfort 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
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NOTE 41 Subsequent eventsServices that are not generally pre-approved as audit or au

dit-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 bylaw 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 demonstrated that there is no impairment of inde

pendence

NOTE 40 Corporate Governance

The Managing Board and the Supervisory Board of Siemens

Aktiengesellschaft provided the declaration required by

Section 161 of the German stock corporation law AktG as of

October 2013 which is available on the Companys website

at WWW.SIEMENS.COM/GCG-CODE

The Managing Board and the Supervisory Board of lBS AG

excellence collaboration manufacturing currently Siemens

sole German publicly traded subsidiary which is induded in

the Consolidated Financial Statements provided the declara

tion required by Section 161 of the German stock corporation

law AktG as of December 27 2012 which is available at

ci WWWIBS-AG.DEEN/COMPANYINVESTOR-RELATIoNS/CORPORATE

GOVERNANCE

After the end of fiscal 2013 Siemens signed an agreement to

sell its business for treating and processing municipal and in

dustrial water and wastewater that are bundled in the Siemens

Water Technologies Business Unit as well as the related ser

vice activities to funds managed by American European Asso

ciates Investors LP AEA U.S for purchase price of 640
million Closing of the transaction is subject to approval by

regulatory authorities and is expected in the first half of fiscal

2014

In November 2013 Siemens announced share buyback of up

to billion ending latest on October 31 2015 The buybacks

will be made under the current authorization granted at the

Annual Shareholders Meeting on January 25 2011 which al

lows for further share repurchases of maximum of 47.8 mil

lion shares under this program Shares repurchased may be

used for cancelling and reducing capital stock for issuing

shares to current and former employees to members of the

Managing Board and board members of affiliated companies

and for meeting obligations from or in connection with con

vertible bonds or warrant bonds
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NOTE 42 List of subsidiaries and associated

companies pursuant to Section 313

para of the German Commercial Code

September 30 2013

Subsidiaries

Germany 126 companies

Airport Munich Logistics and Services GrnbH Hallhergrnoos

Alpha VeHeilertechnik GmbH Cham

Anlaqen und Rohrleitunclsbau Ratinqen GmbH Ratinqen

AS AUDIO-SERVICE Gesellschaft mit heschränkter Haftung

Herford

Atecs Mannesmann GmbH Erlangen

Berlirler VerrnUgensverwaltung GmbH Berlin

BWI Services GmbH Meckenheirn

CAPTA Grunclstuckscjesellschaft mbHCo KG IL Grhnwald

CAPTA Grunclstücks-Verwaltungsgesellschaft mbH GrHnwald

DA Creative GmbH Munich

Dade Behring Beteiliqungs GmbH Eschborn

Dade Behring Grundstiicks GmbH Marburg

EDI USS Umsatzsteuersammelrechnunqen unci Signaturen

GmhHCo KG Munfth

EDI 055 Verwaltungsgesellschaft mbH Munich

evosoft GmbH Nuremberq

FACTA GrundstCcksEntwicklunqsgesellschaft mbH Co KG

Munich

OCi

0Ci

OCi

HanseConl Gesellschaft für Inforinatioirs- und

Komnrunikationsdienstleistungen mbH Hamburg

HSP Hochspannunqsgeräte GrnbH Troisdorf i00

lBS Aktiengesellschaft excellence collaboration

manufacturing HOhrGrnzhausen

lBS Business Consulting GmbH Höhr-Grenzhausen 100

lBS SINIC GmbH Neu-Anspach 100

ILLIT Grundstücks-Verwaltungsqesellschaft mbH Co KG iL

Grunwald 1000

ILLIT Gruridstiicksverwaltuncls-Management GmhH Grünwald 8t

In mosu isse Gm nr niobi lien Management Berlin

IPGD Grundstücksvet waltungs-Gesellschaft mhH Grunwald lOt

Jawa Power Holding GmbH Erlangen 10010

KompTiine GmbH Munich 100

Lincas Electro Vertriebsqeselschaft mhH I-fonihurg 100

LINCAS Export Services GrnbH Hamburg IOH

EMS Deutschland GrnbH Kaiserslautern tOt

tOO

100

1000

100

Septerribei 30 2013

Mannesmann Demaq Krauss-Maffei GmbH Munich

Mechanik Center Erlangen GmbH Erlangen

iyiessMa GmbH Irxleben

Equity iteaeyt

100

1000

tOO

OPTIO Grundstucks-Vermietungsgesellschaft mhHCo
Equity iteet

Objekt TObinqen KG Grunwald tOO

Partikeltherapiezentrum Kiel Holding GrnbH Erlangen 10010

PETscape GmbH Erlangen 100

Project Ventures Butendiek Holding GmbH Erlangen 1000

Projektbau-Arena-Berlin GmbH GrUnwald 100

RS Restaurant Services GmbH Munich 100

REMECH Systemtechnik GmbH Karnsdorf 1000

100 RHG VermOgensverwaltung GmbH Berlin 100

100 RISICOM Ruckversicherung AG Grunwald 100

100 Samtech Deritschland GmbH Hamburg 100

10010 SeaRenercjy Offshore Projects GmbHCie KG Hamburg 100

100 Siemens Aucliologische Technik GrnbH Erlangen 100

100 Siemens Bank GmhH Munich 100

101 Siemens Beteiligungen Inland GmbH Munich 100

100 Siemens Beteiliqunqen Management GtttbH GrUnwald 100

100 Siemens Beteiliclungen USA GmbH Berlin 100

Siemens Beteiligunguverwaltung GrnbHCo OHG GrUnwalcl 1000

Siemens Building Technologies Holding GmbH Grdnwald 100

Siemens Convergence Creators GmbHCo KG Hamburg 100

Siemens Convergence Creators Manacjeinent GmbH Hamburg 100

Siemens Energy Automation GmhH Erlangen bob

Siensens Finance Leasing GmbH Munich

Siemens Financial Services GmhH Munich 10010

Siemens Fonds Invest GmbH Munich 100

Siemens Fuel Gasification Technology GmbHCo KG Freiberg 100

Siemens Fuel Gasification Technology Verwaltungs GmbH

Freiberg
1000

Siemens Global Innovation Partners Management GmhH

Munich 100

Siemens Grunclstucksmanagemenf GmhH tO0Co OHG

Grdnwald 100

Siemens Gusstechnik GmbH Chemnitz 100

Sieiriens Healthcare Diagnostics GmbH Eschborrr 100

Siemens Healthcare Diagnostics Holding GmbH Escfrborn 100

Siemens Healthcare Diaqrrostics Produuts GmhH Marhuig 100

Sienrens Imniobilien Cheinnitz-Voerde GrrrbH Grunwald 10010

Siemens Industriegetriebe GmhH Penig 1000

Siemens lndustriepark Karlsruhe GmbH Co KG Grfinwald 100

Siemens lrrdustry Automation Holding AG Munich 100

SrCtirCarit rfIrece due to 0000ti00toiu arrariqeoierlts IrCtdF lrllrStaOCS

Not cur isoHJiteu ire to .itroitt-rjitv

SolO outed li_il irsirlot
the qurlS rathod dory to IilTl.tt11I3IItO

Eueroptiurt pri100Jdllt to Seutrin 764 hEe oturl .oiaaieeruui Code

tO Eeeriiptioar piro to ui tior 714 eoooi Carlo tIC rcral otlo

COrtOIdatOtila7fltVlrf\OtrrlqrrCtiitS

r.t tio ti il10to01 1aioe000tt

0001 tOe to ar 00010 ticlaSidtr.eS

aortrd die too oritiriotuOl R0lrtqeterltS ira IaaaI IirtiStariCet

No tqriifltirt trrdr ltO lire to 1rttln toI OOripiOpltS oa eq proristalca
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Equity 111001

Septewbeo 30 2013 in

Siemens Industry Software GmbH Co KG Cologne 1000

Sieniens Industry Software Management GmbH Cologne 100

Siemens Insulation Center GmbHCo KG Zwbnitz 1000

Siemens Insulation Center \/erwaltungs-GmhH Zwörritz 100

Siemens Medical Solutions Health Services GrnbH Erlangen 100

Siemens Nixdorf Informationssysteme GmhH GrOnwald 100

Siemens Novel Businesses GrnbH Munich bOb

Siemens Postal ParcelAirport Logistics GmbHCo KG

Constance 100

Siemens Postal Parcel Airport Logistics Verwaltungs GrnbH

Constance 100

Siemens Power Control GmbH Langen 10010

Siemens Private Finance Versicherungs- Lind

KapitalanlagenvermittlungsGmbH Munich 100

Siemens Project Ventures GmbH Erlangen 10010

Siemens Real Estate GmhHCo OHG GrCnwald 100

Siemens Real Estate Management GmbH GrOnwald 100

Siemens Spezial-Investmentaktiengesellschaft mit TOy Munich 100

Siemens Technology Accelerator GmbH Munich 1000

Siemens Technopark Berlin Verwaltungs GmbH GrUnwald 100

Siemens Technopark MOlheim GmhHCo KG GrUnwald 100

Siemens Technopark MUlheim Verwaltungs GmhH GrOnwald 00

Siemens Tecfrnopank NOrnberg GmbHCo KG Grunwald 100

Siemens Technopark Ndrnherg Verwaltungs GrnhH Gri1nwald 100

Siemens Treasury GmhH Munich 10010

Siemens Turhoniachine Equipment GmhH Frankenthal 10010

Siemens VAI Metals lechnologies GmbH Willstütt-Leqelshuist 100

Siemens Venture Capital GrnhH Munic.h 10010

Siemens Water Technologies GmhH Günzhurq 100

Siemens Wind Power GmbH Hamburg 100

SILLIT GwndstUcks-Verwaltjngsgesellschaft mhH Munich 100

SIM 16 Grundstucksverwaltungs- rind -beteiligungs

GmhHCo KG Muraclr 100

SIM GrundstOcks-GmhHCo KG Grunwald 100

5IMAR Nordost GrundstbcksGmbH GrOnwald 1000

SIMAR Nordwest Gmundstcicks-GmhH GrOnwald 100

SIMAR Ott GrundstUcks-GmOH Gr/inwalcl 10010

SIMAR Süd Grunclstbcks-GmbH Gr/inwald tOO

5IMAR West GrundstUcksGmbH Grdnwald 10010

SIMOS Real Estate GnibH Murrich t001

SKAG Fonds Ci Munich 100

SKAG Fonds 57 Munich 100

SKAG Fonds S8 Munich 100

quIts lrle00l

Sopterriber 30 2013 in

SKAG Principals Munich 100

Sky Eye Transportation Systems GmhH iL Braunschweig tOO

Steinmuller Engineering GmbH Gummersbach 100

SVM Star Ventures Managementcjesellschaft mhH Nr 3Co

Beteiligunqs KG Nt Munich 993

SVM Star Ventures Managemeritgesellsclraft mbH Nr Co

Beteiliqungs KG Hr Munich 991

SVM Star Ventures Managementgesellschaft mbH Nr Co
Beteiliqungs KG Nr Munich 990

SYKATEC Systeina Korriponenten Anwendrinqsteclrnoloclie

GxrbH Erlancjen 10010

Technopark Berlin Wohlrabedamrn GmbH Gtunwald 94

TGR Technisches Gemneinschaftsbriro GmhH Kassel 100

TLT-Turho GmbH Zweihrtckerr 100

Trench Germany GmbH Banrbercl tOO

Turbine Airfoil Coating and Repair GmbH Berlin 100

Verwaltunq SeaRenerqy Offshore Projects GmhH Hamburg 100

VIB Verkehrsirtformationsagentur Bayern GmbH Munich 51

VMZ Berlin Betreibergesellschaft mhH Berlin tOO

VP-LEASING IKANA GmlrHCo Immobilien KG Eschborn 94

VVK Versicfrerungsvermriittlungs-
urrd Verkehrskontor GrrrhH

Munich 10010

Weiss Spindeltechnologie GmbH Schweinfurt tOO

Europe Commonwealth of Independent States C.I.S

Africa Middle East without Germany 277 companies

ESTEE Rail Automation SPA Algiers lAlgena 51

Sierriers Spa Algiers/Algeria tOO

Siemens S.A LuanclalAngola 51

CoinBuild Kommrmunikations Gebaudetechnoboqie GmhH

Vienna Austria 100

ETM professioiral control GmbH Eisenstaclt lAustria 100

Hochquellstrom-Vertriebs GmbH Vienna/Austria tOO

IRS Engineering Consulting Software GmhH or Liqu

LinzlAustria 100

ITH icoserve technology foi healthcare GmbH

In rishruck Aistr ia 69

KOAG Reteiliqungen GmbH ViemrnalAustria 100

LandisStaefa Osterreich GrnmbH Vienna lAustria tOO

Landis Staefa GmbH Vienna/Austria 100

Saudi VOEST-ALPINE GmbH Linz/Austr/a tOO

Siemens Aktiengesellschaft Osterreich Vienna/Austria tOO

Siemens Convergence Creatois GinhH EisensbadtlAustria 100

ontoi dm1 10 rroitr yet orioq qitrs

otttoi tile till OntREtildi 3lOIIIJPLlCtts

Control 11000 to el000rlrc crcrnctaes

No cent 1e 111 11ltraCtOIO IrraoqenlPrtlsII loyal iftIr0500rtce

No scorvrirtt toive due to cotimocroi dllaiqeittftrs or loyal Irunorost0000

SnlifiIOrli jnfiLIOrni__ dolt In 001111080 llA.IttPiileillSr 0Oi0001llStarlCe5

501 corsoidoled 110 turIn iratetairtv

Not 3000ltei ill 10114 tHe ntlrIl0 etlO1 CII 1111010 irflty

Eserniptioro PoISUOOO to Secfloio 264 lIce -toari ott rIo OI 11110

10 0eIip1iOfl pIi050ilIll to Sctiot 264 3/ bronaol orrIrroIbordl

ToourShareholders

336

117 Corporate Governance 155 Combined Management Report



Equiry interest

Seprewber 30 2013 iin%

Siemens Convergence Creators GmbH Vienna/Austria 100

Siemens Convergence Creators Holding GmhH Vienna IAustria 100

Siemens Gebbudemanagement -Services G.m.h.H

Vienna/Austria 100

Siemens Healthcare Diagnostics GrnbH Vienna/Austria 100

Siemens Industry
Software GmbH LinzlAustria 100

Siemens Konzernbeteiligunqen GmbH Vienna/Austria 100

Siemens Liegenschaftsverwaltung GmbH Vienna/Austria 100

Siemens Personaldienst/eistungerr GmhH Vienna/Austria 100

Siemens Urban Rail Technologies Ho/ding GrnbH

Vienna/Austria 100

Siemens VAI Metals Technologies GmbH LinzlAustria 100

Steiermdrkische Medizinarchiv GesmbH Graz/Austria 52

Trench Austria GmbH Leonding/Austria 100

URT Urban Rail Technologies Holding GmbH Vienna/Austria 501

VVK Versicherunqs-Vermitt/Lrngs- und Verkehrs-Kontor GrnbH

Vienna/Austria too

Siemens W.L.L Manarna Bahrain 51

Leuven Measurement Systems Belgium BVBA

Leuven/Belgium 1OC

LMS Engineering NV LeuvenlBelgiurn 1OC

LMS International NV LeLrverr Belgium 100

LMS Numerical Technologies NV LeuverrlBelgium tOO

Oktopus S.A.N.V BrUssels Belgium 100

Sarritech SA Arrgleur/Belgium 60

Siemens Healthcare Diagnostics SA Brussels/ Belgium 100

Sierneirs Industry Software NV Anclerlecht/ Belgium 100

Sierriens Product Lifecycle Management Software /1 BE BVBA

Ander Icc fit Belgi or rr 00

Siemens S.A.IN.V Anderlecht/ Belgium tOO

Siemens d.o.o Banja Luke/Bosnia aird Herzegovina 100

Siemens don Sarajevo SrrrajevolBosnia and Herzegovina 100

Siemens Pty Ltd Gaborone/ Botswana /00

Siemens FOOD SofialBugaria 100

Koncar Power Transformers boo Zagreb/Croatia 51

Siemens Convergence Creators d.o.o Zagreb/Croatia 100

Siemens d.d Zagreb/Croatia gEt

Kelly Security Holding Limited Larnaka/CyprUrs 100

Kintec Cyprus Ltd Larnaka /yprus 100

OEZ s.r.o Letolrracl /Czecfr Republic 100

Sierriens Audiologickb Terthnika s.r.o Prague/Czech Republic 10

Siemens Convergence Creators s.r.o Prague/Czech Republic 100

Sieryrens Electric Machinirs s.r Drasov/ Czech Republic 0/

Sepleruber 30 2/113

Siemens Industry Software s.r.o Prague/Czech Republic

Siemens r.o Prague/Czech Republic

Siemens A/S Ballerup/Denmark

Siemens Healthcare Diagnostics ApS Ballerup/ Denmark

Sienreris Hbreapparater AIS Copenhagen Denmark

Siemens Industry Software A/S Allerod/Derimark

Sienhens Wind Power A/S BrarrclelDennrark

NEM Energy Egypt LLC Aleuancf tie/Egypt

Siemens Hea/thcare Diagnostics S.A.E Cairo/Egypt

Siemens Ltd for Trading Cairo/Egypt

Siemens Techrro/ogies S.A.E Cairo/Ectypt

Siemens Healthcare Diagnostics OY EspoolFirrland

Siemens OsakeyhtiO EspoolFinland

Flender-Graffenstaden SAS lllkirch-Graffenistaden/France

LMS France S.AR.L Paris/France

LMS Imagine Roanne/France

PETNET Solutions SAS SaintDenisI France

Preactor Europe SAS Dardil/yI France

Samtech France SA Messy France

Siemens Audiologie S.A.S Saint-Denis/France

Siemens Financial Services SAS Saint-Derris/France

Siemens France Holding Saint-Denis France

Siemens Healthcare Diagnostics S.A.S Saint-Denis France

Siemens Industry Software SAS VØlizy-Villacouhlay France

Siemens Lease Services SAS Saint-Denis/France

Siemens S.A.S Saint-DenislFrance

Siemens Transrriission Distribrition SAS Grenoble France

Sienrens VAI Metals Technologies SAS Savigneuxl France

Trench France S.A.S Saint-Louis/France

Tecnomatis Technologies Gibraltar Limited

Gibraltar /Gibraltat 100

Broadcastle Finance Lirriited Stoke Poges

Buckinghamshire/Great Britain 100

Broadcastle Ltd Stoke Poges BuckingharrrsfiirelGreat Britain 100

Electriurn Sales Limited Frimley Surrey/Great Britain 100

eMeter Interrrational Limited Frirnley Surrey Great Britairr 100

GyM Renewab/es Limited Frimley Surrey/Great Britain tOO

GyM Renewables ONE Limited F-rirriley Surrey/Great Britain 100

Leuveri Measurements Systems UK Limited Frirmiley

Surrey/Great Britain 100

Marine Current Turbines Limited Erimley Surrey/Great Britain 100

Preactor rrternationa Li rib ted hi ppenfra

Wiltshire Great Britain 100
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itt cciSeptembet 30 2013

Siemerts Rail Systems Project Holdings Limited Frimley

Surrey/Great Britain 100

Siemens Rail Systetris Project Lirrtited Frimley

Surrey/Great Btitain 100

Siemens Real Estate Ltd Frimley Surrey/Great Britain 100

Siecrterts Transmission Distribution Limited Frimley

Strrey/Great Britain 100

Siemens VAI Metals Technologies Limited Frimley

Surrey/Great Britain 100

Sienrens Water Technologies Limited Frincley

Surrey/Great Britain 100

The Preactor Group Limited Chippenham

Wiltshire/ Great Britain 100

Tronic Ltd Frimley Surrey/Gteat Britain 100

VA TECH UK Ltd Frimley Surrey/Great Britain 100

VA Tech Reyrolle Distribution Ltd Frimley Surtey/Great Britain 100

VA TECH UK Ltd Frimley Surrey/Great Britatn 100

VTW Anlagen UK Ltd Banbuty OxfordshirelGreat Britairt 100

Kirttec A.E Athens/Greece 100

Siemens AL Elektrotechrrische Projekte Lind Erzeugnisse
100

At/tens/Greece

Siemens Healthcare Diagnostics ABLE Athens/Greece 100

evosoft Hungary Szamitastecltnikai Kft Budapesti Hungary 100

Siemens Aud/olOgiai Techrrika Keteskedelmi es SzoIgltato

Koriltolt Felelossdgh Tarsasdq Budapest/Hungary 100

Ic/i 1115 trite eel

September 30 0t3 in%

Project Vetttures Rail Investments Limited Frimley

Surrey/Great Britain 100

Samtech UK Limited Frimley Surrey/Great Britain 100

SOS Pension Fundcng Scotland Ltmited Partnership

Edinbctrgh/Great Britain 573

Sea Genetation Brough Ness Limited Frimley

Sut rey/Great Britain 100

Sea Generation Kyle Rhea Limited Frimley

Surrey/Great Britain tOO

Sea Generation Wales Ltd Frimley Surrey/Great Britain 100

Sea Generation Limited Frirnley SLtrrey/Great Britain 100

Siemens Financial Services Holdings Ltd Stoke Poges

Buckinghamshirel Great Britain 100

Siemens Financial Services Ltd Stoke Poges

Buckinghamshire Great Britain 100

Siemens Healthcare Diagnctstics Ltd irimley

Surrey/Great Britain 100

Siemens Healthcare Diaclncistics Manufacturing Ltd Frincley

Surrey/Great Brttain 100

Sierrrens Healthcare Diagnostics ProdLIcts l..td Frirnley

Surrey/Great Britain 100

Siemens Hearing Instruments Ltd C.rawley

Sussex/Great Britain 100

Siemens Holdings plc Frimley Surrey/Great Britain 100

Siemens Industrial TLtrhomachinery Ltd. Frimley

St.trrey/Great Britain

Siemens Industry Software Limited Frimley
100

Suttey/Great Britain

Siemens Fermion Funding General Limited Frirriley

Surrey/Great Britain

Siemens Pension Fundlirtg Scotland Limited

EdinbutghlGteat Britain 100

Siemens Pension Funding Limited Frimley

Surrey/Great Britain 100

Siemens plc Frimley Surrey/Great Britain 100

Sierrcens Postal Parcel Airport Logistics Limited Fnimley

Surrey/Great Britain 100

Siemens Protection Devices Lirriitod Frimley

Surrey/Great Britain 100

Siemens Ran Autornatiort Holdings Limited Fnitniley

Surrey/Great Britain 100

Siemens Rail ALitomation Linritecl Fritnley

Surrey/Great Bnitaitr 100

Siorrtens PSE Program- ds Rerrdlszenfejlesztb Kft

Budapest/Hungary 100

Siemens Zrt Budapestl Hungary 100

Siemens Sherkate Saharnm Khass Teheran/It an 97

Europlex Technologies Ireland Lincited Dublin Irelartd 100

iMetrex Technologies Limited Dublin Ireland tOO

Siemens Linritecl Dublin/Ireland 100

Robcad Limited Airport Cityl Israel 100

Ruggedcom Ltd Herzliya Israel 100

Siemens Concentrated Solar Power Ltd Belt Shernmeslm Israel 100

Siemens Industry
Software Ltd Airport Cityl

Israel tOO

Siemens Israel Ltd Tel Aviv Israel 100

Siemens Prcxluct Ltfecycle Management Software IL Ltd

Airport City/Israel 100

UGS Israeli Holdings Israel Ltd Airport City Israel 100

HV-Turbo Italia S.m Mornago/ItftIy 51

EMS Italiana ri TLtrinl Italy 100

Samtech ltalianta SrI Milan Italy 100
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Siemens Healthcare Diagnostics Sri Milan/Italy
___________

Siemens Hearing Instruments Italy Sri Milan/Italy
_________

Siemens Industry Software Sri Milan/Italy
_________

Siemens Renting SpA in Liquidazione Milan/Italy
________

Siemens S.pA Milan/Italy
_________

Siemens Transformers S.p.A Trento/Italy
_________

Trench Italia

SrI._Savona/Italy _________

TurboCare
S.p.A._Turin/Italy

__________

Thrhoservice Torino SpA._Turin/Italy ________

Siemens TOO Almaty/ Kazakhstan

Siemens Kenya Ltd Nairobi Kenya

Siemens Electrical Services K.S.C.C

Kuwait City/Kuwait

Tecnomatix Technologies SARL Luxembourg Luxembourg

TFM International SA iL Luxembourg/LuxemboUrg

Siemens d.o.o Podclorica Podgorica/Montenegro

SCIENTIFIC MEDICAL SOLUTION DIAGNOSTICS S.A.R.L

Casablanca/ Morocco 100

Siemens Plant Operations Tahaclclart SARL Tangerl Morocco 100

Siemens SA Casablanca/Morocco tOO

Siemens Lda Maputo/Mozambique 100

Siemens Pty Ltd Windhoek/ Namibia 100

LMS Instruments By Breda/Nethenlancls 100

NEM Energy By LeidenlNetherlands 100

NEM Energy Holding By The Hague/Netherlands 100

Siemens Audiologie Techniek By The Hague/Netherlands 100

Siemens Diacinoxtics Holding II By The Hague/Netherlands 100

Siemens Finance By The Hague/Netherlands 100

Siemens Financieringsm.tatsm.happij NV
The Hague/Netherlands too

Sieniens Gas Turbine Technologies Holding

The Hague/Netherlands 6/i

Siemens Healthcare Diagnostics By Amersfoort/ Netherlands tOO

Siemens Industry Softwae 13 s-Hertoqenbosch /Netherlands 100

Siemens International Holclitrol By The Hague/Netherlands 100

Siemens Medical SolLltiorrs Diagnostics Holding

The Flague/Netherlands 10/i

Siemens Nederland NV lie Hague/Netherlands tOt

Siemens Train Technologes Holding By
The Hague Netherlands

TurhoCare By Hengelo/Nether lands

Siemens Ltd Lagos/Nigeria

Siemens AS Oslo Norway

Lo1rutv inlerest

Septerrrber 30 20i3 ri

Siemens Healthcare Diagnostics AS Oslo/Norway 100

Siemens Hbreapparater AS Oslol Norway 100

Siemens L.L.C Muscat/Oman 51

Siemens Pakistan Engineering Co Ltd Karachi/Pakistan 66

Audio SAT Sp 0.0 Poznan/Poland too

Siemirens Finance Sp Zoo Warsaw/Poland 100

Siemens Industry Software Sp 0.0 Warsaw/Poland 100

Siemens Sp zoo Warsaw/Poland 100

TurboCare Poland Spolka Akcyjna Lubliniec/Poland 100

TurboCare Sp 0.0 Wroclaw/Polandt 80

Siemens Healthcare Diagnostics Unipessoal Lda

AmadoralPortugal tOO

Siemens S.A Amadora/Portugal tOO

Siemens W.L.L Do/ia/Qatar 40

LMS Romania S.R.L Brasov/Romania 100

Siemens AUSTRIA PROIECT SPITAL COLTEA SRL

Bucharest/Rornania 100

Siemens Convergence Creators S.R.L BrasovlRomania tOO

Siemens S.R.L Bucharest/Romania tOO

SIMEA SIBIU S.R.L Sibiu Rorrrania tOO

000 Advanced Urban Rail Systems

Moscowl Russian Federation 100

000 Legion II Moscow/Russian Federation 100

000 Legion T2 Moscow/Russian Federation 100

000 Russian Turbo Machinery Perm/Russian Federation 51

000 Siemens Moscow/Russian Federation tOO

000 Siemens Elektroprivod St Petersburg/Russian Federation 66

000 Siemens Gas Turbine Technologies

Novoe Devyatkino/ Russian Federation tOO

000 Siemens High Voltage Products Ufimsky

District/Russian Federation 100

000 Siemens Industry Software Moscowl Russian Federation 100

000 Siemerrs Train Technologies

Verkhnyaya Pyshmna/Russian Federation 100

100OCIO Siemens Transformers Vororrezh/Rus6an Federation

000 Siemens Urban Rail Eecfrnoloclies

Mosccrw/Russiarr Federation 100

Sierirens Finance LLC Vladivostok Russian Federation 100

Sierrrens Researcfr Center Limited Liability Company

Moscow/Russian Federation 100

IOU Arabia Electric Ltd EdlLliprrrent Jeddah /Saudi Arabia St

100 ISCOSA IndListries arid Maintenance Ltd Riyadh/Saudi Arabia 51

lot Siemens Ltd Jeddafr/Saudi Arabia 51
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September 30 2013 or

Siemens Healthcare Diagnostics AB Sbdertälje/Sweden 100

Siemens Industrial Turhornachinery AB Finsponq/Sweden 100

Siemens
Industry

Software AB Kista /Sweden 100

Dade Behring Diagnostics AG Diidingen/Switzerland 100

Huha Control AG WUrenloslSwitzerland 100

Siemens Audioloqie AG Adliswil Switzerland too

Siemens Fuel Gasification Technology Holding AG

Zug/Switzerland 100

Siemens Healthcare Diagnostics AG Zurich ISwitzerland 100

Siemens Industry Software AG Zurich/Switzerland 100

Siemens Postal Parcel Logistics Technologies AG
Zurich/Switzerland 100

Siemens Power Holding AG Zug/Switzerland too

Siemens Schweiz AG Zurich/Switzerland 100

Stadt/Lanc/ Immobilierr AG Zurich/Switzerland 100

Siemens Tanzania Ltd Dares Salaam/Tanzania 100

Siemens S.A Tunis/Tunisia 100

Siemens Financal Kiralama AS Istan/iul Turkey 100

Siemens Isitme Cihazlari Sanayi Vo Ticaret Anonim Sirketi

Istanbul/Turkey
_____________________________________________

100

Siemens Sanayi velicaretA Istanbul/Turkey

100% foreign owned subsidiary Siemens Ukraine

levi Ukraine

SD Middle East LLC DLrbai United Arab Emirates

Siemens LLC Abu Dhahi United Arab Emirates

Siemens Middle East Limited

Masdar City/United Arab Emirates 100

Siemens Pvt Ltd Harare/Zimbabwe 100

Americas 106 companies

Siemens IT Services SA Buenos Aires/Argentina 100

Siemens SA Buenos Aires/Argentina 100

VA TECH International Argentina SA Buenos Aires/Argentina 100

Siemens Soluciones Tecnoloc/icas SA Saitta

Cruz c/cia Sierra/Bolivia 100

Chemtech Servicos c/c Engenharia Software Ltda

Rio dv Janeiro/ Brazil 100

rid IndCrstria COmercio dv Sistemas Electnicos Ltdd

Canoas/Brazil 100

da Arridrica do SLil Servicos dv Enqerthaibt Ltda

Sªcr Paulo/Brazil tOO

Siemens Apareihos Auditivos Sªo Paulo/Brazil too

Siemens Eletroeletronica Limitada Manausi Brazil 100
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Equity interest

September 30 2011 itt

VA TECH TD Co Ltd RiyadhlSaLrdi Arabia 51

Westinghouse Saudi Arabia Ltd Riyadh/Saudi Arabia tOO

Siemens c/on Beocttad Belgrade/Serbia tOO

OEZ Slovakia spol tO Bratislava/Slovakia 100

SAT Syst4my autorrtatizacnej techniky spol sr.o

Bratislava/Slovakia 60

Sienerss Program and System Engineering s.r.o

Bratislava/Slovakia 100

Siemens s.r.o Bratislava/Slovakia too

SIPRIN s.r.o Bratis/avaiSlovakia 100

Siemens d.o.o Ljubljana/Slovenia 100

Dade Behring South Africa Pty Ltd Randforitein/South Africa 100

Linacre Investments Pty Ltd Kern/worth /South Africa

Marqott Proprietory Limited Pretoria iSoutft Africa 100

Marqott Holdings Pry Ltd Pretoria/South Africa 100

Siemens Proprietary Limited Midranrd/Soutfn Africa 70

Siemens Building Technologies Pty Ltd

Midrand/South Africa 100

Siemens Employee Share Ownership Trust

Johannesburg/South Africa

Siemens Healthcare Diagnostics Pty Limited

Isanc/o/Sotrth Africa 100

Siemens Hearing SolLrtion Ity Ltd Rartdbcrrg/South Africa 100

Siemens IT Solutions and Services Pty Ltd

Johannesburg/South Africa 100

Fdbrica Electrotdcnica Josa S.A Barcelona/Spain 100

Petnet Soluciones S.L Sociedad Linipersonal Madrid/Spain 100

Samtecft /berica Engineering So/tware Services Si
Barcelunaispain 100

Siemens FireSecurity Products Madrid/Spairn tOO

Siemerts Healthcare Diagnostics S.L Barcelorta/Spain 100

Sietnens Ho/cling SE Madrid/Spain 100

Siemens Industry Software S.L Barcelona/Spain 100

Siemerns POSTAL PARCE AIRPORT LOGISTICS S.L

Sociedad Llrnipersonal Madrid Spain loot

Siemens Rail Autorrtatiori Hoidling S.A Madrid/Spain 100

Siemens Rail Automation SA.U Madrid/Spain tOO

Sierniens Renting S.A Madrid/Spain 100

Sieisrerts S.A Madrid Spain 100

TelecomurnicaciOn LlectrOnica Cortnrtutacion S.A

Madmid/Spaiti 100

Siemens AB Llpplands VBshyiSweden 100

Sierniens Financial Services 1/B Stockholm lSweden 100

too

too

492

492
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RuggedCom Inc Ontario/Canada

Siemens Canada Ltd Ontario/Canada

Siemens Financial Ltd Oakvifle/Canada

Siemens Hearing Instruments nc Ontario/Canada

Siemens Industry Software Ltd Ontario/Canada

Siemens Healthcare Diagrrostfts Manufacturing Limited

George Town /Cayman Islands

Siemens S.A Santiago dr Chile/Chile

Siemens Manufacturing S.A Bogota/colombia

Siemens S.A Costado Sur Tenjo/Colombia

Siemens Healthcare Diagnostics S.A San JosØ/Costa Rica

Siemens S.A San JosØ/Costa Rica

Siemens S.R.L Santo Dorntngo Dominican Republic

Siemens S.A Quito/Ecuador

Siemens S.A San Salvador El Salvador

Siemens HEALTHCARE DIAGNOSTICS GUATEMALA S.A

Guatemala/Guatemala

too

100

100

100

100

100

too

100

100
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September 30 2113 0%

Siemens Healthcare Diagnbsticos Ltda Sªo Paulo/Brazil tOO

Siemens Industry Software Ltda Sªo Caetano do Sul/Brazil 100

Siemens Ltda Sªo Paulo/Brazil 100

Siemens Rail Automation Ltda Sªo Paulo/Brazil 100

Siemens SERVIOS DE MONITORAMENTO ELETRONICO LTDA

Sªo Paulo/Brazil tOO

Siemens VAI Metals Services Ltda Volta Redonda/Brazil tOO

VAI INGDESI Automation Ltda Belo Honizonte/Brazil 100

Dade Behring Hong Kong Holdings Corporation

Tortola British Virgin Islands

Eliot iS merest

Siemens Postal Parcel Airport Logistics Ltd

Oakville/Canada

Siemens Transformers Canada Inc Trois-RiviØres/Canada

Siemens Water Technologies Ltd OakvillelCanacla

Trench Ltd Saint John/Canada

Turbocare Canada Ltd Calgary/Canada

Wheelabratcrr Alt Pollutiorm Control Canada Inc

Ontario/Canada 100

September 30 20t3

Siemens Healthcare Diagnostics de R.L dc C.V

Mexico D.F./Mexico 100

Sierrrens Industry Software SA dv CV Santa Fe/Mexico 100

Siemens Inmobiliaria S.A de C.V Mexico D.F./Mexico tOO

Siemens Innovaciones S.A de CV Mexico OF/Mexico 100

Siemens Servicios S.A de C.V Mexico D.F./Mexico 100

Siemens S.A clv C.V Mexico OF/Mexico tOO

Siemens S.A Managua/Nicaragua 00

Siemens Healthcare Diagnostics Panama S.A

100 Panama City/Panama 100

100 Siemens S.A Panama City/Panama tOO

100 Siemens SAC Lima/Peru 100

100 Siemens S.A Montevideo/Uruguay tOO

100 Siemens Telecomunicaciones S.A Montevideo/Uruguay 100

100 Audiology Distribution LLC Wilrtrington DE/USA tOO

eMeter Corporation Wilmington DEIUSA 100

1.00 FCE International LLC Hunt/ngdon Valley PAl USA 100

100 HearUSAIPA Inc New York NYIUSA 100

100 HearX West LLC West Palm Beach FL/USA 5g2

100 HearX West Inc Los Angeles CAIUSA tOO

100 lBS America Inc Lexington MA/USA 100

LMS North America Inc Wilmington DE/LISA 100

Mannesmann Corporation New York NY/USA 100

NEM USA Corp Wilmington DE/USA 100

Nimbus Technologies LLC Bingham Farms MI/USA 100

P.E T.NET Houston LLC Austin TX/EISA 51

Pace Global LLC Wilmington DE/LISA 100

PETNET Indiana LLC Indianapolis IN/LISA 501

PETNET Solutions Cleveland LLC Wilmington DE/USA 63

PETNEI Solutions Inc Knoxville TN/LISA 100

Preactor North America Inc Dallas TX/USA tOO

Siemens Capital Company LLC Wilmington DE/USA 100

Siemens Convergence Creators Corp Wilrxrington OF/USA 100

Siemens Corporation Wilmington OF USA 100

Siemens Credit Wareftouse Inc Wilrxrinqton DE USA 101

Siemens Demaq Delaval Turhomach/nery Inc

Wilmington OF/LISA 100

Sierxrens Electrical EEC Wilmirtgtort OF/liSA 101

Siemens Energy Inc Wilmington DE/USA tOO

Siemens Financial Services Inc Wilnrington DE/USA tOO

Siemens Financial lrrc Wilmniirgton OE LISA tOO

Siemens Fossil Services Inc Wilmington OF/LISA too

Siemens Generation Services Company Wilrrrington OF USA 100

99

Sierriens S.A Guatemala Guatemala tOO

Siemens S.A TegLrciqalpa Honduras 100

Dade Behring S.A dv CV Mexico O.F IMexico 100

Grupcr Sienrens S.A dv CV Mexico Mexico bc

IndOstria be Trahajos E/Øctrkns de C.V Ciudad

Iuarez/Mexico IOC

Ingdesi S.A dv CV Mor/terrey/Mexico 1O

Froyectos cle Enerctia S.A clv Mexico OF. Mexico IOC
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Kaon Holdings Pty Ltd Loganholme QLD/Australia

Merncor Austrstfa Ply Ltd South Windsor/Australia

Siemens Hearing Instruments Ply Ltd Bayswater/Australia

Siemens Ltd Bayswater /Australia

Siemens Rail Automation Holding Ply Ltd Clayton /Australia

Sienmerms RAIL AUTOMATION INVESTMENT PTY LTD

Clayton/Australia tOO

Siemens RAIL AUTOMATION PTY LTD Clayton/Australia 100

Siemens Water Technologies Pty Ltd Bayswater/Australia 1OO

Westinghouse McKenzie-Holland
Pty Ltd Clayton/Australia tOO

Siemens Bangladesh Ltd Dhaka/Bangladesh 100

Beijing Siemens Cerhetus Electtonics Ltd Beijing/China 100

ChengdLm KKK Power Fan Co Ltd ChengdLilChina 51

DPC Tianjin Co Ltd Tianjin/China 100

GIS Steel Aluminum Products Co Ltd Hangzhou

Hangzhou/China St

lBS Industrial Business Software Shanghai Ltd

Shancthai/China 100

LMS Behind Technology Co Ltd Beijing China 100

MWB Shanghai Co Ltd Shanghai/China 65

Siemens Building Technologies Tianjin Ltd Tianjin/China 70

Siemens Business Information Consulting Co.Ltd

Beijing/China tOO

Siemens Circuit Protection Systems Ltd Shanghai China 75

Siemens Eco City Innovation Technologies Tianjin Co Ltd

Tian/in/China h0

Siemens Electrical Apparatus Ltd Suzhou /China 100

Siemens Electrical DOves Shanghai Ltd Shanghai/China 100

Siemens Electrkal Drives Ltd Tianjin /China 85

Siemens Factory Automation Engineering Ltd

Beijing/China 100

Siemens Finance and Leasing Ltd Beijing/China 100

Siemens Finanrial Services Ltd Beijing /Chuma tOO

Siemens Gas Turbine Parts Ltd Shanghai/China 51

Siemens Healthcare Diagnostics Shanghai Co Ltd

Shanghai/China too

Siemens Heating nstru rnents Si iz tou Co Ltd Suzhnu Clii na 00

Siemens Hiqfi Voltage Circuit Breaker Co Ltd

Hangzhou/China 51

Siemens High Voltage Switchgeam Co Ltd Shanghai

Shanghai/China 51

Siemens High Voltage Swrtchgsar Guanqzlmou Ltd

Guangzhou China 94

Lot itt One ion rttnior ty of i.oturq ct/it

VtOl itli tOiOtl tidCtkdi 1tt.3iqeirPitt5

Control fur to rcurrorrttc crcurostunces

Ncr corarof Jr.e to contractual .u rirrerrretis cit leqri crrcrritstairCes

Nra Curirurfcanrt hiltrerde tine to tt.ttatIal arlarlcferrrerlts or trial cm
mntstarcec

Sqrnfirarrt irtfiitrrtr.e Ice to contractual armamrqemrtents or local co nrrurstantes

Not rurmsodtnt.t Iii ortrrtrareraFty

ctlc cO fr msninm iCr 04111tV rrrethot clue ti norotternat.ty

1.nrttmitttcmrimursnrtct to Sectncr 263 bermat Ctrrttrrtrrrm al CirCe

10 txrrrptoc pcccit.ttt tim Section 264 3/ Cci trait Lcr.mtmremcrrl Little

r/iltty irrterct

1Oo

100

100

too

too

Eq rty titer cut

September 30 2011

Siemens Government Technologies rid Wilmington DE/USA 100

Siemens Healthcare Diagnostics Inc Los Angeles CA/USA 100

Siemens Hearing Instruments Inc Wilmingtoti DE/USA 100

Siemens Industry Inc Wilmirtgton DE LISA 100

Siertlens Medical Solutions USA tic Wilmington DE/USA tOO

Siemens Molecular Imaging Inc Wilmington DE/IJSA 100

Siemens Postal Parcel Airport Logistics LLC

Wilmington DEIUSA tOO

Siemnerts Power General ion Service Company Ltd

Wilmington DE LISA 100

Siemens ProdLict Lifecycle Managetrtent Software lmnc

Wilmington DE/USA 100

Sieinens Public Inc Wilmington OF/USA 100

Siemens Rail Automation Carborne Systems Inc

Harrisburg PA/USA 100

Siemens Rail Autctmation Corporation Wilmington DEIUSA 100

Siemens Treated Water OutCorp

Wilmington DE/LISA tOO

Siemens USA Holdings Inc Wilmincltcmn DE/USA 100

Siemens Water Technologies LLC Wilmington DE LISA 100

SMI Holding LLC Wilmingtort DE/USA 100

TLirhoCcire Inc Wilmington DE/USA 100

Wheelabratot Aim Pollution Control Inc Baltimote MD/USA tOO

Winerc1y
Drive Systems Corporation Wilnmington DE LISA tOO

Siemens Rail Automation CA Caracas/Venezuela tOO

Sioinens S.A Caracas/Venezuela 100

Asia Australia 147 companies

Australia Hospital Holding Pty Limited Bayswater Australia 100

Exemxtplar Health NBH Pty Limited Bayswater/Austmalia tOOt

Exemplar Health NBH Holdings Pty Liinited

Bayswater/Australia tOO

Exerriplar Health NBH Ttust Bayswater/Australia 100

Exemplar Health SCUH Pty Limmiited Bayswater Australia 100

Exemplar Health SCUH Ply Lintited Bayswater/Australia 100

Exemplar Health SCUH Holdings Ply Limited

BayswaterlAustralia too

Exemplar Health SCUH Holdings Ply Limited

Bayswater/Austmalia too

Exeiniplar Health SCLIH Trust Bayswater/Australia 100

Exemplar Health SCUH TrList Bayswaten/ Australia 100

Kaon Consulting Ply Ltd Loganholrne QLD/Australia 100

Kaon Electric Ply Ltd Logartho/me QLD/Australia 100
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Sepiewbet 30 2013 rn%

Siemens hdustrial Automation Ltd Shanghai

Shanghai/China 10

Siemens Industrial Tuibomachinery Hu/udao Co Ltd

Huludao/China 84

Siemens Industry Software Shanghai Co Ltd

Shanghai/China 10

Siemens International Trading Ltd Shanghai Shanghai/China IOC

Siemens Investment Consulting Co Ltd Beijing/China 100

Siemens Ltd China Beijing/China IOC

Siemens Manufacturing and Engineering Centre Ltd

Shanghai/China 51

Siemens Mechanical Drive Systems Tianjin Co Ltd

Tiaojin/China -10

Siemens Medical Solutions Diagnostics Ltd Beijing/China IOC

Siemens Medium Voltage Switching Technologies Wuxi Ltd

Wuxi/China 8t

Siemens NLimerical Control Ltd Nanjing IChina BC

Siemens PLM Software Shenzhen/ Limited Shenzhen/China 10

S/emens Power Automation Ltd Nanjing China 10

Siemens Power EqLtipment Packages Co Ltd Shanghai

Shanghai IChina

Siemens Power Plant Automation Ltd Nanjing China 10

Siemens Rail Automation Technical Consulting Services

Bei/irtg Co Ltd Beijing/China bC

Sierilens Real Estate Management Beijing Ltd Co
Beijing IChiria 10

Siemens Sensors CommLinication Ltd Dalian China 10

Siemens Shanghai Medical Equipment Ltd Shanghai/China 10

Siemens Shenzhen Magnetic Ilesonance Ltd

Shenzhen/China 10-

Siemerm Signalling Co Ltd Xian Xian/China

Siemens Special Electrical Machines Co Ltd Changzhi/China

Siemens Standard Motors Ltd lianqsu Yizhertg/China 10

Siemens Surge At testers Ltd Wuxi China

Siemens Switchgear Co Ltd Shanghai/China SE

Siemens Technology Deselopment Beijing Ltd Corp

Bei/ing
China 9Ci

Si ci nd is Ti ansfot met Go ang700u Co Ltd

Guangzhou /China

Siemens Ti osformer flirt an Company Ltd i/nat Clii na

Siemens Transformer Wuhan Company Ltd

Wuhan Cityl China 00

Siemens VAI Ma it ufactu nd ta ca nq Co Ltd Ta/ca ng Clii nsa 100

September 30 2013

Siemens VAI Metals Technologies Co Ltd Shanghai

Shanghai/China 00

Siemens Venture Capital Co Ltd Beijing/China 100

Siemens Water Technologies and Engineering Tianjin Co
Ltd Tianjin/China 68

Siemens Water Technologies Ltd Beijing/China 100

Siemens Wind Power Blades Shanghai Co Ltd

Shanghai/China 10

Siemens Wind Power Turbines Shanghai Co Ltd

ShanghailChina 492

Siemens Wiring Accessories Shandong Ltd Z/ho/China 100

Siemens X-Ray Vacuum Technology Ltd Wuxi/China 100

Smart Meter/rig Solutions Changsha Co Ltd

Changsha/China 60

Trench High Voltage Products Ltd Shenyang Shenyang/China 65

Winergy Drive Systems Tianjin Co Ltd Tianjin/China 100

Yangtze Delta Manufacturing Co Ltd Hangzhou

HangzhoulCh/na 51

Asia Care Holding Limited Hong Kong/Hong Kong tOO

SAMTECH HK Ltd Hong Kong/Hong Kong 100

Siemens Healthcaie Diagnostics Limited

Hong Kong IHong Kong 100

Sientens Industry
Software Limited Hong Kong/Hong Kond/ 100

Siemens Ltd Hong Kong/Hong Kong 100

LMS India Engineer/rig Solutions Pvt Ltd Chennai llndia 100

PETNET Radiopharmaceutical Solutions Pvt Ltd

New Delhi/India 100

Powerplanit
Petformarice Improvement Ltd New Del/ti/India 50

Preactor Software India Private Limited Bangalore/India 100

Siemens Convergence Cieatois Private Limited Mumbai/lndia 100

Siemens Financial Services Private Limited MLtntbai India tOO

Siemens Hearing Instruments Put Ltd Bangalnre/India 100

Siemens Industry Software India Private Lint/ted

New Delhi/India -100

Siemens Ltd Mumbai/lndia 75

Siemens Postal and Parcel
Log/s//cs Technologies Private

Limited Mumbai India 100

Siemens Postal Parcel KAirport Logistics Pi/vate Limited

Mumbai/lndia IOU

Siemens Rail Automation Pvt Ltd Band/alore Inc//a 100

Siemens Technology and Services Private Limited

Mumba/llndia 100

PT Siemens Indonesia Jakarta/Indonesia 100
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PT Siemens Industrial Power Kota Bandung/Indonesia

Siemens Hearing Instruments Batam PT Batarn Indonesia

Acrorad Co Ltd Okinawa/Japan

Best Sound K.K Sagamihara /Japan

LMS Japan KK Kanagawa/Japan 100

Siemens Healthcare Diagnostics K.K Tokyo /Japan 100

Siemens Hearing Instruments K.K Tokyo/Japan 100

Siemens Industry Software K.K Tokyo/Japan 100

Siemens Japan Holding K.K Tokyo/Japan 100

Siemens Japan K.K Tokyo/Japan 100

Siemens Product Lifecycle Management Software II JP K.K

Tokyo/Japan 100

LMS Korea Co Ltd Seoul/Korea 100

Siemens Industry Software Ltd Seoul/Korea 100

Siemens Ltd Seoul Seoul/Korea 100

Siemens PETNET Korea Co Ltd Seoul/Korea tOO

HRSG Systems Malaysia SON RHO KLiala Lumpur /Malaysia 100

Reyrolle Malaysia Sdn Bhd Koala Lurnpur/Malaysia 100

Siemens Malaysia Sdn Bhd Petalirrg JayalMalaysia 100

Siemens Subsea Systems SON RHO KLjala Lumpur/Malaysia 100

Siemens Transportation Turnkey Systems Sdrr Bfrcl

Petaling Jaya Malaysia 100

Siemens Water Techrrologies SON OHO
Petaling Jaya/Malaysia 100

VA TECH Malaysia Sdn.Bhcl Koala Lumpur/Malaysia /00

Siemens N.Z Limited Auckland/New Zealand 100

Dade Behring Diagnostics Philippines Inc

Manila Philippines
100

Siemens Power Operations Inc Manila/Philippines tOO

Siemens Inc Mart/la Philippines 100

PETNET Solutiorrs Private Lirrrited Singapore/Singapore 100

RuggeclCorn Asia Pte Ltd SingaporelSingapore 100

Siemens IndUstry Software PIe Ltd Sinctapore/Singapore 100

Siemens Medical Instruments Pte Ltd Singapore/Singapore 100

Siemens Postal Parce/ Airport Logistics PTE LTD

Singapore/Singapore 100

Siemens Pte Ltd Singapore/Singapore 100

Siemens Rail ALitomation Pte Ltd Singapore/Singapore 100

Siemens Water Tevhnologie Pte Ltd Singapore/Singapore 100

Siemens Industry Software TW Co Ltd Taipei/Taiwan 100

Siemens Ltd Taipei/Ta/war 100

Siemens Limited Bangkok/Thailand 99

Siemens Water Technologies Limited Bangkok/Thailand 100

Sepiewber 30 20/3

VA TECH Holding Thailand Co Ltd Bangkok/Thai/and

VA TECH Trairsmission Distribution Co Ltd

Bangkok/Thailand 100

Siemens Ltd Ho Chi Minh City/Vietnam 100

Associated companies and
joint

ventures

Germany 30 companies

Advanced Power AG und Siemens Project VentUres GmhH

in GbR Hamburg 50

ATS Projekt Grevenbroich GmhH Schüttorf SchOttorf 25

BELL/S GmbH Braunschweig 49

BSH Bosch und Siemens Hausgerate GntbH Munich 50

BWI Informationstechnik GmbH Meckenheini 50

DIS Dienstleistungsgesellschaft Kommunikationsanlaqen

des Stadt- und Regionalverkehrs mbH Cologne 490

EM/S Electrics GrnhH LubbenaulSpreewald 49

FEAG Fertigungscerrter
für Elektrische Anlagen GrnbH

Erlairgen
49

HANSATON Akustik GmbH Harnburc/ 508

IFTEC GmhHCo KG Leipzig 50

Infineon Technologies Bipolar GrnbHCo KG Warsteirr 40

Infineon Technologies Bipolar Verwaltungs-GmbH War stein 40

Innovative Wind Concepts GmbH Husum 50

LW Verwaltunqs.GmbH Leipzig 50

Masr.hinenfabrik Reirihauseir GrnrbH Regensburg 26

MeVis BreastCare GmbHCo KG Bremen 49

MeVis BreastCare Verwa/tungsgesellschaft rrrbH Bremen 498

OWP Rutendiek GmhHCo KG Bremeri 23

Partikeltherapiezentrurnr KieI GmbHCo KG Kiel 508

Power VernrOgensheteiligungsgesellschaft rrbH Erste

HarnbLug 50

PTZ Partikeltherapiezentrurri Kid Management GrrrhH

Woesbaden

Siemens Venture Capital Fund GmbH Munich

Siemens-ElectiogeOte GmbH Munich

SKAG Eurocash Munich

SKAG QualitªtDivicleirde Europa Munich

Symeo GmbH NeLlbibelq

Transrap/dl
International Verwaltuirgsqesellschaft mbH

Berlin 50

Voith Hydro Holrlirmg GmbHCo KG Heidenheirnr 35

Voith Hydro Holding Vei waltungs GmhH Heidenheini 15

Wustermark Energie 6KW Beteiligurrgs-GmbH HambLlrg 50

d_rrirroi loll too ma/onto of ooq qhn
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Seprember 30 2013

Europe Commonwealth of Independent States C.I.S

Africa Middle East without Germany 63 companies

Arelion GrnbH Hagenberg irn MUhlkreis/Austria 258

Aspern Smart City Research GrnbH Vienna/Austria 448

Aspern Smart City Research GmbHCo KG Vienna/Austria 44

Provider Austria GrnbH Vienna/Austria 508

Provider Austria GrnbHCo KG Vienna/Austria 50

Oil and Gas ProServ LLC Baku /Azerbaijan 258

Oils Energie NV Brussels/Belgium 5C

TPower NV BrusselsiBeiqium 2C

Meorned s.r.o Prerov/Czech Republic 478

A2SEA A/S FredericialDenrnark 49

Compagnie Electrique de Bretacjne S.A.S Paris IFrance 4C

25

SC

33

TRIXELL S.A.S MoiransiFrance

Breesea Limited London Great Britain

Cross London Trains Holclco Limited London/Great Britain

Gwynt Mor Offshore Wind Farm Limited Swindon

Wiltshire/Great Britain

33Heron Wind Limited London/Great Britain

Lincs Renewable Energy Holdings Limited

London Great Britain

Njord Limited London/Great Britain

Odos Imaging Ltd Edinburgh Great Britain

Optimus Wind Limited London/Great Britain

Plessey Holdings Ltd Frimley Surrey/Great Britain

Pyreos Limited Edinburgh/Great Britain

Sesmos Limited Edinburgh/Great Britain

SMart Wind Limited Loncton Great Britain

SMart Wind SPC Limited London/Great Britain

SMart Wind SPC Limited London IGreat Britain

SMart Wind SPC Limitec london IGreat Britain

SMart Wind SPC Limited London/Great Britain

SC

33

508

50

5C

508

SC

508

5Cr8

SC8

SC8

C/nincorporated Joint Venture Gwynt Mor Swindon

Wiltshire Brita ii rO

Eviop-Tempo Electrical Eq proem rt Ma
rr

ufac to rers

Vassilmko/Greoce 45

Szeged Enerclma Zm Szecjedl Hungary 5Cr

Arava Power Contparly Ltd Eilotllsrael 4C0

Global Sun Israel L.P D.N C/lot/Israel 35

Metropolitan Tm nspor to tin Solu tiorms Ltd Bosh HaAyi n/Israel 1r

Transfima GEIE Turin
Italy

Trarrsfirna S.p Milan Italy 498

VAI 208 lorino GE/F Milan /IUjly 86

cor.Ieiroor.rrttorcucm1rs

ool ir mu .OrrIdttId 4uiflrferrefltc
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Eqxmry irmre elI quito rireresr

Seplerebet 30 2013 in

Temir Zhol Electrification LLP Astana/Kazakhstan 49

Solutions Infrastructure Services Lint/ted Gzira Malta 50

Energie Electrique de Tahaddlart S.A Tanger/Morocco 20

Enterprise Networks Holdings

Amsterdam/Netherlands 4g

Infraspeed Maintainance B.V ZoeternteerlNetherlands 46

Oral Locomotives Holding Besloten Vennootschap

The Hague/Netherlands 50

VOEST-ALPINE Technical Services Ltd AhujalNigeria 40

Wirescan AS Torp/Norway 278

Rousch Pakistan Power Ltd Karachi Pakistan 26

Windfarm Polska II Sp 0.0 Kosza/in /Poland 508

000 Northern Capital Express Moscow IRussian Federation 258

000 Transconverter Moscow/Russian Federation 358

000 LlniPower Transmission Solutions

Region Moskau Krasnogorsky Districtl Russian Federation 50

000 VIS Automation rrtit Zusatz

Gemeinschaftsuotem nehnren von VIS tmnd Siertlens

Moscow/Russian Federatiorr 49

ZAO Interautomatika Moscow/Russian Federatiorr 46

ZAO Nuclearcontrol Moscow/Russian Federation 408

ZAO Systema-Ser vice St Petersburg/Russian Federation 26

Impilo Consortium Pty Ltd La LLmcialSouttl Africa 31

Merida Power S.L MadrfttlSpain 508

Nertus Mantenimierrto Ferroviario Servirios S.A

Barcelona ISpairt 51

Soleval Renovables SevillalSpain
5C1

Solucia Renovahles S.L Lelrija SevmllaISpain 50

Termica AFAP S.A Villactnas/Spain 238

Certas AG Zurich/Switzerland 51

Interessengertmeiischaft TIJS M3nnedorfl Switzerlartd 50

Zentrum Oberenqstringerr AG

Oher enç/stringen Switzerland 42

Americas 12 companies

Cia TØcrm Cd he
nclen

her ia Eletr wm Sucursa Ar genti no

VA TECH ARGENTINA Llnmion transitoria de Empresas

Buenos Airesl Argentina 3Q8

BritePointe Inc Dover DE LISA 438

Brockton Power Coot/tarry LLC Boston MAI USA 23

Brockton Power Holdings Inc Boston MAItJSA 25

Brockton Power Properties Inc Bostorr MA/USA 25

Cyclos Semiconductor Inc Dover OF/USA 32
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PhSiTh ftC New Castle DEUSA 33

Power Properties Inc Boston MA IJSA 258

Rether networks Inc Bmkeley CA/USA 30

Siemens First Capital Commercial Finance LLC

Oklahoma City OK/USA 51

Treated Water Outsourcincj NalcolU.S Filter Joint Venture

Naperville IL/USA 50

Innovex Capital En Tecnoloclia C.A Caracas/Venezuela 206

Asia Australia 21 companies

Exemplar Health NBH Partnership Melbourne/Australia 50

Exemplar Health SCUH PartnershIp Sydney/Australia 50

Chinalnvertt Shanghai Instrument Co Ltd Shanghai/China 3Q8

FC Beijing Heat Treatment Technology Co Ltd

Beijing/China 3Qt

GSP China Technology Co Ltd Beijing/China 50

ROSE Power Transmission Technology Co Ltcl Anshan China 50

Saitong Railway Electrification Nanjing Co Ltd

Nanjing/China 508

Eq tV 01 IPteit

Seprembei 30 201J in

Shanclhai Electric Power Generation Equipment Co Ltd

Shanghai China 40

Shanghai Electric Wncl Energy Co Ltd Shanghai/China 49

Siemens Traction Equipment Ltd Zhuzhou

ZltuzhoL/China 50

Zhenjianq Siemens Busbar Trunking Systems Co Ltd

YangzhonglChina 50

Banqalore International Airport Ltd Bangalorellndlia 26

Transparent Energy Systems Private Limited Pune/india

RT Jawa Power Jakarta/Indonesia 50

PT Asia Care Indonesia Jakarta Indonesia 40

Kanto Hochouki Co Ltd Ibaraqi Japan 25

Kikoeno Soudanshitsu Co Ltd Tochigi/Japan 5Q8

Koden Co Ltd Hiroshima/lapan 438

Yaskawa Siemens Automation Drives Corp

Kitakyushu/Japart 50

Power Automation Pte Ltd Singapore/Singapore 49

Modern Engineering and Consultants Co Ltd

Bangkok/Thailand 408
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Eqi ity rite est Net iro.onie

iii
in rriilliorrs of millions of

September 30 2013

Other investments2

Germany 10 companies

Ausbildungszentruril
für Techrtik lnformationsverarbeitung uttd Wirtschaft gerneinnUtzige GmbH ATIW Paderborn OO

BOMA Verwalturtgsgesellschaft mhHCo KG GrLinwald 100 44

BSAV Kapitalbeteiligungen und Vermogensverwaltungs Management GnibH GrOnwaid 100 50

Kyros Beteiligungsverwaltung GmbH Grunwald 100 46 339

MAENA GrundstUcks-Verwaltungsgesellschaft mbHCo KG Grüriwald 97 101

OSRAM Licht AG Munich 20
Realtime Technology AG Munich

Siemens Global Innovation Partners GrnhH /5 Co KG MLInich sos 75

Siemens Pensionsfonds AG Grünwald 100

SIM Grundstucksverwaltungs und -beteiligungs-GmbH Munich 100 10

Europe Commonwealth of Independent States C.I.S Africa Middle East without Germany companies

2349

79

6800

Atos S.A Bezons Cedex/France 14

Siemens Benefits Scheme Limited Frimley Surrey/Great Britain 744

Medical Systems pA Genoalltaly
45

Corporate XII S.A SICAV-FlS LuxetnbourglLuxetlthourg
t00

228

88

Middle East Opportunities Fund SPC obo Solar Energy Segregated Portfolio George Town/Cayman Islands 42

Global Healthcare Exchange LLC Wilmington DE/USA

iBAHN Corporation South Jordan UTIIJSA

Lorrgview Intermediate Holdings LLC Wilmington DEIUSA

Cootrcrl doe tor riiajrr toot voting ights

Cnrrtrol due cOnitr actrudi arrarnrieitc

Ciritual tine 10 ironic circiaristantces

Ni iaiitrel crje to nontractuan anririgennrenits it

leiji 1dm it stances
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ii run te ci hr
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Gerri inn Cii ntiercal Code

10 Enierription pOrsiciuit to Sec tiorr 264 LII

German Connie cal Code

11 Interests nra the cayntul of hr .11 reId lr Siemens

Peruruori Trust eV

12 Values accur ding to lie latest 004 lahle local GAAP

lrunancrai stateeierrts tIre underlying fiscal sear tins

infe lrunrr lie Srerrreos fiscal year

This is translation of the German Konzernabschluss gemal3

35a HGB der Siemens AG zum 30 September 2013

Sole authoritative and universally valid version is the German

language document
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D.7 Supervisory Board and Managing Board

D.7.1 Supervisory Board

Gerhard Cromme Dr iur

Chairman

Chairman of the Supervisory Board

of Siemens AG

Date of birth February 25 1943

Member since January 23 2003

External
positions

German supervisory board positions

Axel Springer AG Berlin

Berthold Huber

First Deputy Chairman

First Chairman IG 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 Wolf sburg

Deputy Chairman

Josef Ackermann Dr oec.1

until September 302013

Second Deputy Chairman2

Advisory board member

Date of birth February 1948

Member since January 23 2003

External
positions

Positions outside Germany

Belenos Clean Power Holding AG
Switzerland Deputy Chairman

EQT Holdings AB Sweden

Investor AB Sweden

Royal Dutch Shell plc Netherlands

Lothar Adler

Chairman of the Central Works

Council Siemens AG

Date of birth February 22 1949

Member since January 232003

Jean-Louis Beffa

until January 23 2013

Honorary Chairman of

Compagnie de Saint-Gobain

Date of birth August11 1941

Member since January 24.2008

External positions3

Positions outside Germany

Claude Bernard Participations

S.A.S France Chairman

GDF SUEZ S.A France

JL2B Conseils France Chairman

Le Monde S.A France

Le Monde Partenaires Associes

S.AS. France

Saint-Gobain Corporation USA

SociØtØ Editrice du Monde SA
France

Gerd von Brandenstein

Member of the Supervisory Boards

of Siemens AG and degewo AG

Date of birth April 6.1942

Member since January 242008

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 24.2008

External
positions

German supervisory board positions

Allianz Asset Management AG
Munich Chairman

Allianz Deutschland AG Munich

BASF SE Ludwigshafen am Rhein

Deputy Chairman

Linde AG Munich

Deputy Chairman

Positions outside Germany

Allianz France S.A France

Deputy Chairman

Allianz S.p.A Italy

Hans Michael Gaul Dr iur

Supervisory board member

Date of birth March 1942

Member since January 242008

External positions

German supervisory board positions

BDO AG WirtschaftsprUfungs

gesellschaft Hamburg

Deputy Chairman

HSBCTrinkaus BurkhardtAG

Düsseldorf

Peter Gruss Prof Dr rer nat

President Max-Planck-Gesellschaft

zur Farderung der Wissenschaften e.V

Date of birth June 28 1949

Member since January 242008

External positions

German supervisory
board

positions

Münchener Ruckversicherungs

Gesellschaft Aktiengesellschaft

in München 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 1.2007

Hans-JUrgen Hartung

Chairman of the Works Council

Siemens Energy Sector Erlangen

Germany

Date of birth March 10 1952

Member since January 272009

Robert Kensbock

since January 23 2013

Member of the Central

Works Council Siemens AG

Date of birth March 13 1971

Member since January 23 2013

Harald Kern

Chairman of the

Siemens Europe Committee

Date of birth March16 1960

Member since January 24.2008

Jürgen Kerner

Executive Managing Board

Member IG Metall

Date of birth January 22 1969

Member since January 25 2012

External
positions

German supervisory board positions

Airbus Operations GmbH Hamburg

Eurocopter GmbH Donauwörth

MAN SE Munich

Premium Aerotec GmbH Augsburg

Deputy Chairman
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Nicola Leibinger-Kammüller

Dr.phil

President and Chairwoman

of the Managing Board

TRUMPF GmbH Co KG

Date of birth December15 1959

Member since January 24.2008

External positions

German supervisory
board

positions

Axel
Springer AG Berlin

Deutsche Lufthansa AG Cologne

Voith GmbH Heidenheim

Gerard Mestrallet

since January 23 2013

Chairman of the Board and Chief

Executive Officer of GDF SUEZ S.A

Date of birth April 1949

Member since January 232013

External positions

Positions outside Germany

Compagnie de Saint-Gobain S.A

France

Electrabel S.A Belgium Chairman

GDF Suez Energy Management

Trading CVBA Belgium Chairman

GDF Suez Energie Services S.A

France Chairman

International Power Ltd. UK

Pargesa Holding S.A Switzerland

Sociedad General de

Aguas de Barcelona S.A. Spain

Deputy Chairman

Suez Environnement Company

S.A. France Chairman

Werner Mönius

until January 23 2013

Chairman of the Works Council

Siemens Healthcare Sector

Erlangen Germany4

Date of birth May16 1954

Member since January 242008

Güler Sabancu

since January 23 2013

Chairwoman and Managing Director

Hacu Omer Sabanci Holding A.$

Date of birth August14 1955

Member since January 23 2013

Hâkan Samuelsson

until January 23 2013

President and CEO

Volvo Car Corporation

Date of birth March 19.1951

Member since January 242008

External positions3

German supervisory board positions

Scandferries Holding GmbH

Rostock Chairman5

Scandlines GmbH Rostock

Chairman

Positions outside Germany

Volvo Car Corporation Sweden

Rainer Sieg Prof Dr iur

Chairman of the Committee of

Spokespersons Siemens Group

Chairman of the Central Committee

of Spokespersons Siemens AG

Date of birth December 20 1948

Member since January 242008

Jim Hagemann Snabe

since October 1.2013

Co-Chief Executive Officer of

SAP AG CEO Snabe ApS

Date of birth October 27 1965

Member since October 12013

External positions

Positions outside Germany

BangOlufsen A/S Denmark

Deputy Chairman

Danske Bank A/S Denmark

SAP Labs LLC USA

Success Factors Inc USA

Syclo LLC USA

Birgit Steinborn

Deputy Chairwoman of the Central

Works Council Siemens AG

Date of birth March 261960

Member since January 242008

Lord lain Valiance of Tummel

until January 23.2013

Chairman Amsphere Ltd

Date of birth May 20 1943

Member since January 23 2003

Sibylle Wankel

Attorney Bavarian Regional

Headquarters IG Metall

Date of birth March 31964

Member since April 12009

External positions

German supervisory
board

positions

Audi AG lngolstadt

VaillantGmbH Remscheid

Werner Wenning

since January 23 2013

Second Deputy Chairman6

Chairman of the Supervisory Boards

of Bayer AG and E.ON SE

Date of birth October 211946

Member since January 23 2013

External positions

German supervisory
board positions

Bayer AG Leverkusen Chairman

EON SE Düsseldorf Chairman

Henkel AG Co KGaA Düsseldorf

Henkel Management AG

Düsseldorf

Tire supervisors Board of Sienrens AG has 20 rrreirrbers As stipulated by ttr German Codeterrrttnatioir

Act halt of the rnenrbers represent Company shareholders and half represent Company employees

Tire shareholder representatives were elected at the Annual Shareholders Meeting orm January 23
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Boards term of tfi ice will expire at lire conclusion of the Arr mat Sfrareholrlers Meeting irt 2018

As successor to Dr Josef Ackerrnatrrr who resigned from tire Supervisory Board effective September 30

2013 Jim Haqemann Snahe has been appointed to the Supervisory Board hy court order Lrntil tire errrl
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D.7.1 .1 SUPERVISORY BOARD COMMITTEES

The Supervisory Board of Siemens AG has established seven

standing committees Information on their activities in fiscal

2013 is provided in -3 A.3 REPORT OF THE SUPERVISORY BOARD

pages 108-109 above

Committees Meetings Duties and responsibilities Members

in fiscal 2013 as of September 30 2013

Chairmans The Chairmans Committee performs the collective tasks of Gerhard Cromme Dr iur

Committee decisions by nominating and corporate governance committee to the extent Chairman

notational voting that such tasks are not performed by the Nominating Committee Josef Ackermann Dr oem

using written and German law does not require that sLich tasks be performed Lothar Adler

circulations by the full Supervisory Board In particular the Committee makes
Berthold Huber

proposals regarding the appointment and dismissal of Managing

Board members and handles contracts with members of the
Werner Wenning

Managing Board The Chairmans Committee concerns itself with

questions regarding the Companys corporate governance and

prepares the resolutions to be approved by the Supervisory Board

regarding the Declaration of Conforniity with the Code including

the explanation of deviations from the Code and regarding the

approval of the Corporate Governance Report and the Report of

the Supervisory Board to the Annual Shareholders Meeting Further

rilore the Committee submits recommendations to the Super

visory Board regarding the composition of Supervisory Board com

mittees and decides whether to approve business transactions

with Managing Board members and parties related to theni

Compensation The Compensation Committee prepares the proposals for decisions Werner Wenning

Committee decision by by the Supervisory Boards plenary meetings regarding the system Irairnian

notational voting
of Managing Board compensation including the implementation Josef Ackermann Dr oem

using written of this system in the Managing Board contracts the definition of Lothar ArtIer

circulations
the targets for variable Managing Board compensation the deter-

Gerhard Cromme Dr iur

mination and review of the appropriateness of the total compensa-
Michael Dmekmanrm

tmon of individual Managing Board members and the approval of

the annual Compensation Report In addition the Compensation
Bertholcl Huber

Committee prepares the regular review by the Supervisory Boards Birgit
Steinborn

plenary meetings of the system of Managing Board compensation

Audit Committee The Audit Committee oversees the accountmnq process It also
pIe-

Hans Michael Gaul Dr un.4-5

pares the Supervisory Boards recommendation to the Annual Chairman

Shareholders Meeting concerning the election of tfme independent Josef Ackermann Dr oec
auditors and sLibmits the corresponding proposal to the full Super- Gerd von Brandenstein3

visory Board In addition to the work performed by the indepen
Gerhard Cromme Dr mur.4

dent auditors the Audit Conimittee also discusses the Company

financial statements which are prepared by the Managing Board
Bettina HaIler

quarterly half-yearly and annually On the basis of the indepen-
ert ens oc

dent auditors report on the annual financial statements the Audit Jijrgen Kerner

Committee makes after its own review recomnmendations to the Jim Hacjeinann Smmabe3

Supervisory Board regarding the approval of the Annual Financial
Bligit Steinborn

Statements of Siemens AG and the Consolidated Financial State

ments of Siemens worldwide It concerns itself with the Companys

risk monitoring system and oversees the eflectivenmess of the inter

nal control system as this relates in particular to financial report

ing tIme risk management system and the internal audit system

The Internal Audit Department reports regularly to the Audit Coni

niittee The Audit Conimittee awards the aLidit 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 inrlepermdnce professional

expertise and services and performs other fdinc tions assigned to

it under the Sarbanmes-Oxley Act SOA
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Committees Meetings Duties and responsibilities Members

in fiscal 2013 as of September 30 2013

Compliance The Compliance Comnittee concerns itself in particular with the Gerhard Cromme Dr or

Committee Companys adherence 10 statutory provisions official regulations Chairman

and internal Company olicies Josef Ackerniann Dr oec.i

Lothar Adler

Gerd von Branclenstein3

Hans Michael Gaul Dr or

Bettina Hailer

Harald Kern3

Jirir Hagemann Snabe3

Sibylle Warikel

Finance and Based on the Companys overall strategy which is the locus of Gerhard Cromme Dr ur

Investment an annual strategy meeting of the Supervisory Board the Finance Chairman

Committee6 and Investment Committee prepares the discussions and resolu- Lothar Adler

tions of the Supervisory Board regarding questions relating to Gerd von Branclenslein7

the Companys financial situation and structure as well as its fixed
Peter Gruss Prof Dr rer nat.3

asset and linancial investments In addition the Committee has

been authorized by the Supervisory Board to decide on the approv-
Harald Kern

al of transactions and measures that require Supervisory Board Jurgen Kerner

approval and have value of less than 600 million Gerard Mestrallet7

Jim Hagernarin Srrabe3

Birgit
Steinborn

Werner Wenning

Nominating The Nominating Committee is responsible for making recommen- Gerhard Cromnie Dr ur

Committee dations to the Supervisary Board on suitable candidates for election Chairman

as shareholder representatives on the SLlpervisory Board by the Josef Ackerurarin Dr oec.1

AnnLial Shareholders Meeting Hans Michael GaLil Dr iur

Nicola Leibinger-KammDller

Dr phil

Werner Wennirrg2

Mediation The Mediation Committee submits proposals to the Supervisory Gerhard Crornme Dr or

Committee Board in the event tha the Supervisory Board cannot reach the Chairnran

under Section 27
twothirds majority required for the appointment or dismissal of Josef Ackerroarrn Dr ocr

para and Section
Manaqing Board member

Lothar Adler

31 para and Berthold Huber

of the German Werner Wenninig3

Codetermination

Act

fir I331fl her 13 201J Audit or.lrnrrree fiPi.rnrid px1l 1333 iitiH tie rlq.lrre.lIerrts It ftCicu Rewinet Irria atrr 3111 11311

at
It At lOU 15 Ct tte Or

1533 At 7IIriN lu 11

lull Ii ur Ak Irrrqeser3

Further Innrrndriorr air curpotaro qoverriarico
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D.7.2 Managing Board

Joe Kaeser

President and Chief Executive Officer

Siemens AG

Date of birth June 23 1957

First appointed May 12006

Term expires July 31 2018

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

BSH Bosch und Siemens

Hausgeräte GmbH Munich

Deputy Chairman2

Positions outside Germany

Siemens AG Osterreich Austria3

Siemens Corp. USA

Deputy Chairman4

Siemens Ltd India

Peter Löscher

until July 312013

President and Chief Executive Officer

Siemens AG5

Date of birth September17 1957

First appointed July 12007

Term originally to have expired

March 31 2017

External positions

German supervisory board positions

Deutsche Bank AG
Frankfurt am Main

MUnchener RUckversicherungs

Gesellschaft Aktiengesellschaft

in München Munich

Positions outside Germany

TBG Limited Malta

Thyssen-Bornemisza Group

Roland Busch Dr rer nat

Date of birth November 22 1964

First appointed April 12011

Term expires March 31 2016

External positions

Positions outside Germany

Atos S.A France

Group Company positions

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

until September 30.2013

Date of birth February 271956

First appointed July 12010

Term originally to have expired

June 30.2015

External positions

German supervisory board positions

Jenoptik AG Jena

Positions outside Germany

Boehringer Ingelheim RCV GmbH
Austria

Œsterreichische Industrie

holding AG OIAG Austria

Group Company positions

Positions outside Germany

Siemens AG Osterreich Austria

Chairwoman

Siemens Holdings plc UK

Siemens Nederland N.y

Netherlands Chairwoman

Siemens S.A Spain Chairwoman

Siemens S.p.A. Italy

Deputy Chairwoman

Klaus Helmrich

Date of birth May 24 1958

First appointed April 1.2011

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

Hausgerate GmbH Munich

Barbara Kux

until November 162013

Date of birth February 26 1954

First appointed November 17 2008

Term expired November16 2013

External positions

German supervisory board positions

Henkel AG Co KGaA Düsseldorf

Positions outside Germany

Firmenich International SA

Switzerland

Total S.A France

Hermann Requardt

Prof Dr phil nat

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

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

Prof.Dr.-lng

Date of birthJuoe27 1963

First appointed January 12008

Term expires March 31 2017

External positions

German supervisory
board

positions

Deutsche Messe AG Hanover

inpro lnnovationsgesellschaft fur

fortgeschrittene Produktions

systeme in der
Fahrzeugindustrie

mbH Berlin

OSRAM GmbH Munich Chairman

OSRAM Licht AG Munich

Chairman

Group Company positions

German supervisory board positions

BSH Bosch und Siemens

Hausgerate GmbH Munich

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 FZ-LLC

United Arab Emirates

Siemens VAI Metals Technologies

GmbH Austria

VATECHTDCo Ltd.

Saudi Arabia

PeterY Solmssen

Date of birth January 241955

First appointed October 2007

Term expires March 31 20178

Group Company positions

Positions outside Germany

Siemens Corp. USA Chairman

Siemens S.A Colombia Chairman

Michael SUB Dr rer p01

Date of birth December25 1963

First appointed April 12011

Term expires March 31 2016

External positions

German supervisory board positions

Herrenknecht AG Schwanau

Raif Thomas Dr rer p01

Date of birth March 1961

First appointed September18 2013

Term expires September17 2018

Group Company positions

Positions outside Germany

Siemens Holdings plc UK

Siemens Industry Inc USA

Siemens VAI Metals Technologies

GmbH Austria

As of Septcintber 30 2013

lhr1 StorIes .10 213

Ar rule reupaurruruuertts us etected Inn

tito cotnrple roil
at fIre 60 yedt of life vii

hurt with thu added proviso that the al Sri

ertorideul use u.err ru trrre for uliaxuruit ill

of so addutrorral yours ii ire itt er

Cu
tire Monaupnuu toirtul rile tie SrrperurOy

Board objects

253 Consolidated Financial Statements
357 Additional Information

254 0.1 Consolidated Statements of Income 258 D.5 Consolidated Statements of Changes in Equity

255 12 Consolidated Statements of Comprehensive Income 260 0.6 Notes to Consolidated Financial Statements

256 0.3 Consolidated Statements of Financial position 348 0.7 Supervisory Board and Managing Board

257 0.4 Consolidated Statements of Cash Flows

rrr Auuutrst .ull

flIrt Ntyuerurhe -lii
201

laId Nurec

fitutrI Slut her 20 frI

rurtil rule II 3ff

As of irS 112011

353



D.7.2.1 MANAGING BOARD COMMITTEES

Committee Meetings Duties and responsibilities Members

in fiscal 2013 as of September 30 2013

Equity and decisions by The Equity and Employee Stock Committee oversees the utiliza- Joe Kaeser

Employee Stock notational voting Don of authorized capital
in connection with the issuance of hairnran

Committee using written employee stock as welt as the implementation of certain capital
Briqitte Ederer2

circulations measures It also determines tire scope arid conditions of the
Klaus Helmnich3

share-based compensation components and or compensation
RaIf Thomas Dr rer pot

programs for employees and managers with the exception of

the Managing Board

Açis1 12011

Liii Sepwni 30 2013

i_ Lther 101

Siv re is 20r

Furrtien information Oil corponane cjoverinamrce

an Siemens is available at
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To Ihe best of our knowledge and in accordancr wnh the

applicabk reporting principles the Consolidated Financial

Statements give true and fair view of the assets liabilities

hnanciai position and profii or loss of the Group and the

Group Management Report which has been combined with

Munich November 20 2013

Siemens Aktiengesellschaft

The Managing Board

the Management Report for Siemens Aktiengesellacha in

cludes fair review of the developmcnt and performance of

the business and the position of the Group togsthe with

desciiptiun of the iiiterial vppoztuiiitie and risk ocated

with the expected developi ent of the Group

Kaescr Dr Roland Busch Klaus Heirnuch

Prof Dr Hermanu Requardt Prof Dr fgiried Russwurin Petu Mmssi

fir M1cll/i SUB Dr Rail Thumbs

3S8
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.2 Independent Auditors report

To Siemens Aktiengesellschaft Berlin and Munich

REPORT ON THE CONSOLIDATED

FINANCIAL STATEMENTS

We have audited the accompanying consolidated financial

statements of Siemens Aktiengesellschaft Berlin and Munich

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 2012

to September 30 2013

Managements Responsibility for the

Consolidated Financial Statements

The management of Siemens Aktiengesellschaft is responsible

for the preparation of these consolidated financial statements

This responsthility includes preparing these consolidated finan

cial 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 HGB German Commer

cial Code and full IFRS as issued by the International Account

ing Standards Board LASB 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 responsible for the internal controls that

management determines are necessary to enable the prepara

tion 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 HGB and German generally

accepted standards for the audit of financial statements pro

mulgated by the Institut der Wirtschaftsprufer 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

assurance about whether the consolidated financial state

ments are free from material misstatement

An audit involves performing audit procedures to obtain audit

evidence about the amounts and disclosures in the consolidated

financial statements The selection of audit procedures depends

on the auditors professional judgment This includes the as

sessment of the risks of material misstatement of the consoli

dated financial statements whether due to fraud or error In

assessing those risks the auditor considers the internal con

trol system relevant to the entitys preparation of the consoli

dated 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 An audit also includes

evaluating the appropriateness of accounting policies used

and the reasonableness of accounting estimates made by

management 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 HGB 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 HGB 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 2013 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 2012

to September 30 2013 The management of the company is

responsible for the preparation of the group management report

in compliance with the applicable requirements 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 Accord

ingly 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 find

ings 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 20 2013

Ernst Young GmbH

Wirtschaftsprufungsgesellschaft

Krämmer Prof Dr Hayn

WirtschaftsprUfer Wirtschaftsprufer

Public Auditor Public Auditor
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E.3 Statement of the Managing Board

The Managing Board of Siemens Aktiengesellschaft is respon

sible for preparing the Consolidated Financial Statements and

the Group Management Report The Consolidated Financial

Statements have been prepared in accordance with Interna

tional Financial Reporting Standards IFRS as adopted by the

European Union as well as with the additional requirements

set forth in Section 315a of the German Commercial Code

Handelsgestzbuch The financial statements are also in ac

cordance with IFRS as issued by the International Accounting

Standards Board IASB The Group Management Report is con

sistent with the Consolidated Financial Statements and is coin

bined with the Management Report of Siemens Aktienge

sellschaft

Siemens employs extensive internal controls company-wide

uniform reporting guidelines and additional measures includ

ing employee training and continuing education with the in

tention that the Consolidated Financial Statements and the

Group Management Report are conducted correctly and in ac

cordance with the applicable legal requirements Members 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

Munich November 27 2013

The Managing Board

under their responsibility have confirmed to us the correctness

of the financial data they have reported to Siemens corporate

headquarters and the effectiveness of the related control sys

tems Compliance with the guidelines as well as the reliability

and effectiveness of the control systems are continuously ex

amined by Internal Corporate Audit throughout the Siemens

Group Our risk management system complies with the re

quirements of the German Corporation Act Aktiengesetz Our

risk management system is designed 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 Young GmbH Wirtschaftspru

fungsgesellschaft has audited the Consolidated Financial

Statements and Group Management Report which is com

bined with the Management Report of Siemens Aktienge

sellschaft and issued an unqualified opinion Together with

the independent auditors the Supervisory Board has thor

oughly examined the Consolidated Financial Statements the

Group Management Report and the Independent Auditors Re

port The result of this examination is included in the Report of

the Supervisory Board -- A.3 01 THIS ANNUAL REPORT

Dr Roland Busch

dL4JkJ
Klaus Helmrich
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E.4 Five-year summary

Revenue and profit11
FY 2013 2u 2011 50 2Qi 270

Revenue in nrd5ons of 75882 77395 72526 67862 68726

Idiots profit
in nfihlioiis of 20829 21925 21907 19768 18707

Income from continriinq opeiations in millions of 4212 4642 6625 4065 2456

Net income in millions of 4409 4282 899 3881 2448

Assets liabilities and equity2
FY 2013 701 II 201 112011 1201

Current assets in mr6orir of 46937 52128 52540 50 179 44087

Current liabilities ri trillions of 37868 42627 43549 40602 36510

Debt in millions off 20453 20707 17940 19913 19638

l.ongterm del in millions of 18509 16880 14280 17497 18940

Net debt ill
rilillinits of 10663 2292 4995 5560 9309

Post-employment benefits iii mu lions of 9265 980 7188 8342 5859

includinq non-conLrollinq interests in millions 28625 31424 32271 29222 27351

as percentaqe of total assets in 28 29 31 28 29

fotal assets in millions of 101936 108251 104210 102791 94911

Cash flows1 FY2013 112112 iS 2111 II 2OIii 112110

fish flows from operatinc rctivrtiec rontrnoi 15
npsrdtiolrs

in millions of 7126 6923 8140 9009 6299

Amortization depreriiat on arid rmpaurrsments in millions of 2819 2732 2471 2558 2353

Cash flows from nvesti rrq activities corntinoinçf operationm vi cc Iluons of 4836 5029 2890 2285 544

Additions to irntirtr uric assets arid property

plant and eqoipment in millions of 1869 195 2151 1932 2126

Cash flows ruin fi

rrancinq activi es on tino
inrj operations in millions Of 3422 3523 6970 868 44

Chanpe iii cmli and asfi equivalents in nulluons off 1717 15 175 41123 3275

iash floW coritrlrllit opeatiriis vi millions of 5257 4727 5989 7077 4172

Employees continuing operations1 FY201f 2172 ES 210 SnIOr

Erarplovees Septsrriler 30 in tlnousinuls 362 166 355 330 327

Stock market information 10 2013 701 is 111 r2ulu

ttasi vi things per
sf111

fcontrnnrinq and cfiscorrtumruued operatuorro ill 5.08 74 655 428 2.59

Basic airings pet
sfiare contiiruinr7 nlrerations in 4.85 5.15 737 4.50 261

Diloteo ear rungs per
slrrre

icontuiuirnq airci cliscorrtirii.red operations 5.03 60 648 4.23 2.57

Etmlunted earrings per share rcrntinuinq operatnnrus iiuf 480 510 729 4.45 57

Dnvu dcii er 51w te Ii 3.00 00 3.00 2.70 .60

Stock p0cc arrqe Xetra ci sting price

Hiqfi in 90.33 79.71 99.38 75.37 66.45

Loc ri 76.00 63.06 64.45 60 20 35.52

yearrnd in 89.06 77.61 68.12 7743 it 28

Oem torn anc of Siemens Sales year over yea

ornliiued to DAX urn l.jmoinrts 3.67 ftP 57 2.17 t5.53 2.24

ilrirlrared to MSCI Wrirl..l cm Ipolnts 2.55 101 St 18.51 86

Number of shores rssned Setitinrrilier 113 vu urrrllirrns 881 ff81 914 914 914

Market 1PltlllCI5rir vi millions if 75078 66455 59554 67SS 5482

redo riling long term leD

Stvurdrcl Ioirr Ar As

Mrroulys Ii ucestos Ssr ii
Aa3 Al

ii

11 ii

iiifl

45
.i ii
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Quarterly data FY 2013 oi on Qiiii ft Qtijrt Ou In

Revonoe in millions of 75882 21168 9009 17779 17925

Net 00010 in millions ol 4409 1068 1098 1030 1214

Quarterly data1 IY 2012 Omrl-i Qijnter lnIe Inirlni

Revenno in rrulhons of 77395 21444 19271 19033 17648

Net income in millions of 4282 191 770 938 1383

5ji Inj tivi to siteclasdicrvinied ttEdIicp.oitd.epestrted
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E5 Glossary

liOa al0i for the performarir 11CdSJFP

0ritfliOIJS leflile rttrOst sos dcre 111111

nd an to tz1lt or Siemens deli lies dj usted

BI IDA on qinop ex ci as result of the lob ocx

rip
II ro tools lrr 0110 Iron not rri Fill opel

at oilS before irlCOlrre taxes ess rrarroal

curio exper sex riot cotrprised of Interest

CX P5 tel est ox nile id Qlhet firra rr

ia nIne Cx pen sex net and less ncome

loss from rrvestrerts counted for 1db

the eq lily nrctfnd et adusted EBIT ph

dil cit mIt OFF arrd deprcxi 1111 1111 ililpdIr

flFfl1 If perty Plant all lqicpte

Jo cid VS ill

American Depositary di lar-der rrirratcd ertrfv te 55101

Shares ADSs/ hp liAr frar reorosentrflq share of 1cr

American Depositary ci cli sod It np ox ai able fot pu axe

Receipts ADRs on an Arrieric in stock cx hanqo he entIre

ssuanr is Cal ed Ii Anrer an Depositar

Rece Pt ADRI 1irrd tb rcl vdiil xli rex are

referred to ax ADSa

Asset management to sc of 011 ic rut rn Pt ro
ci

vu pans assets ii der to end rice ope or

tn iffrr erry 10 111110 tfrese assets

br ix rs oprrrt ortx

Captive finance unit lan xes cc qoaed

rrexs xtfr rr ill nduxtr Ii opat that offem

frar rb so crtloix piF
ir to rxtor cix of

tI peratrl Forts If ttrat
Frill Ii

Comfort letter tIer St tern Ft pared arl rdep

dent audItor 0111 015505 01 pirxdt

Or tIrO iesu erta Fr audit procedi res

Commercial paper hcrt Icr cI lit 1st it cot ii lie fr ol

hi it hoods id the 111 narkpt IS

ompar icxo ft 510 credit hr

Commercial Paper Program Prop Icr re Lxx If rF tc ps

that aFF 10 draxsri didleenl uro 05

Compliance Aclhererr In loss to exletr II arc

rrtetnal cc coles if irbo

Corporate Treasury Al
por

ate Irrrt lix IOF srble foF raF ii

Fn irraqerrirr
It irlar at rFr to tIre

1q11 lIly rIo axl rtna 0r SiCb 15

tf oar cFl 10 xFJe tO rFt

StI larilizo Ii lIds IF IF the rsxexsrr 1-nt

55005 cri Iluli rJeterFn ood by 511cc

nod aqc il 05

Functional costs

German Corporate

Governance Code

Ak id If darrriwork iiJlEl- tIl lIt betzceer rr

parss and Ii adds roles oxlalbs barks

errabl op on pany to issue securitiex tire

lift rh ttta et urrdr
fit

Oleter IIOIl terms ir

cor 101 los 0S lliniJ flpxhilty ir Id xrulq

tielit ortb ri
strort pericd of tune

usfs 111 rse tile lo bnairrlf

IrFe tell St of 05 lfIxlr IF

jo lpfl
Ft rpen Ix anli Se arrc

pir Fr
strat xl IxlrF 05

Adjusted EBITDA Debt Issuance Program

Derivatives Derivative ri
in sh 0011 Ii tI 015 CS lx Va ie fc rm If

financial instruments of an 1111 rip rlxtrirrreuit or rrdx rs

settled all ilure dale ci thor repo es cr

II relitxelx los rr al riuestroe

Discontinued operations lI 11- rI
of err ty

tI at or Ire la

leer 1151050 If irr tf clxi sear or SI 1155

ed as odd for sac arid roprexerrtx separale

rut It
Ill If brisiness or JO qrlpfr cal area

51 Operit Ills art It ncjle irord in ited

pliO hxpn 01 seçr rlc Ir1IO hr or

liusirrexx or
111 qra Id 11111 er at ore

Ot SLIhS Idly 101 tIled cxci is vlp will

11 ilS

Emerging markets or orrces lilt aFS nit oct islnia 71dl er oocr

rrr Serrrerr 1011111s Oil er lnllrket

itt IF 111 sOt tIre Ir tb Or

Mo daly inc delrlIIcn
rrrercj

MaKet Deco 11 or 111 Cx

Free cash flow PVFC iperar ca 1cr Oral

dFlCF lieS tree Of 05 151

Ocsf 100 bat Ill lt tex Irss 1111

tar
cj

h1c 0SIIS Fl
irrt ci

ir1 b1rF

Credit Rating

Dr ted 15 orerrrrrie ili 01

Ito lernrr IF to dl oxerr ill eode
5011111 err-reF it Il 11111 upoexr Irs

in If
fIll urrc iIrI slIpeF iF

of tI or paor
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Hybrid bond cur por to bun at due to its character

tics such civ long maturity date and subord

nation bears the character of both debt and

equity

the net anro riOt of inventories less advance

payrrrentv reeivecl plus trade and other

receiva bles rrus trade paya bles and in rr

billings in excess of costs arid estimated earn

ribs on rico mpleted contracts and related

ad va rrc ox

Ai lye cit effects of pow hI ha iigev

assumptrorrs It used for esanrple to estimate

ow the deli red benefit 011 iqa ti on is fected

by dci reasirrq lire
reusing

discount rates

Supply Chain Management Cnn pr sex tIre pCi irrq nd iii 1S ragerrre cit

of all processes iii connection with vuppliei

selection procurement arid logistics

Tire rate that cnrnparry is espected to pry

on average to all its providers of capital to

finance its assets

Order backlog inventory of orders for ponds arid services

based on binding contractual arrangeroentr

with crrxtoirrrrrs

Return on capital employed This key performance indicator vhows how

ROCE effi ierrtly corr parry woi ks Wi tIn the capital

rif itS shareholders arid lenders

Risk management Systematic prcicexs to identify
arid assess

potcntial cippnrtrunuitiex arid risks nird to select

and irrrpleinrint revporrse Strategies with

respect
to thexo ooponttirrities arid risks
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E.6 Index

Earnings per
share

Economic environment

Emerging countries

Employees

Energy

Energy Service

Energy solutions

Environmental Portfolio

Environmental
protection

Equity and Employee Stock Committee

Equity Investments

Finance and Investment Committee

Financial calendar

Financial performance system

Financial position

Financial Services

Five-year summary

173 182 231 254 215326

81 106 180 227

8422 248

15/ 168 171 183 228 322

.58

87 218

220

354

164 80 327

109 12 -351

171

85 171

192 21_I

65 189730 37/

362

Audit Committee 109 120 333 350

Audiology Solutions

BSH Bosch und Siemens Hausgerate

GmbH BSH 165 89 289

Building Technologies 64 70 18 230

Business and economic environment 56

Capital resources and requirements 198

Capital structure 85 174 93

Chairmans Committee 108 119 350

Climate change 15 82 70 218

Clinical Products 160

Codeof Ethics uS

Collective action 127 25

Combined Management Report 155

Company structure 368

Companys values 125 1/0

Compensation Report 29

Compliance 126 224

Compliance Committee 108 20 451

Compliance Report 176

Consolidated Financial Statements 753

Consolidated Statements of Cash Flows 257

Consolidated Statements of

Changes in
Equity

258

Consolidated Statements of

Comprehensive Income

Consolidated Statements of

Financial Position 250

Consolidated Statements of Income 754

Continuing education 64 11 273 248

Corporate Governance Report 118

Corporate Governance statement 124

Credit rating 13 194 304

Customer focus 83 I/i 217

Customer Services Industry 62

Customer Solutions Healthcare 181

Demographic change .33 170 222

Diagnostics 60 85

Diversity 84272

Dividend 112 1/5 232

Drive Technologies 62 169 107 22

Globalization 51 1/0

Healthcare 22 lOll 169 177 185228321

Healthcare solutions

Imaging Therapy Systems 161

Independent Auditors
report

35

Industry 101 100 17/ 86 229 12/

Industry Automation 02 180 187 270

Industry solutions 10

InfrastructureCities 60 103 1/0 172 18/279 12/

Infrastructure solutions

Integrity Initiative 127 22

Inventions 213

Investing
activities

Investor Relations Ill

Key Account Management 21/

Key figures fiscal 2013 81

Legal proceedings 00

Letter to our Shareholders 02

Low and Medium voltage 164

366
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Management and control structure

Managing Board of Siemens AG

Medanta The Medicity

Mediation Committee

Mobility and Logistics

Net assets position

Nokia Siemens Networks B.V NSN

Nominating Committee

Notes and forward-looking statements

Notes to Consolidated

Financial Statements

80 171 73

217

178 179 379

113 65276

Service business

Share Ownership Guidelines

Share-based payment

Siemens Business Conduct Guidelines

Siemens Real Estate

Siemens share

SMART

Smart Grid

Statement of the Managing Board

Strategy

Subsequent events

Supervisory Board

Sustainability

83 171

114131 144

323

211 273225

89 327

83 243

64

361

80 170

209 249

348

210
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98 352

22

108 121 351

163

204247

165 82 189 275

108 120 351

250

260

.0
One Siemens

Open Innovation

Orders

OSRAM Licht AG

Transportation Logistics 163 170188 229

Urbanization 73 70

Vision 80 170

Wind Power 138 169 184 728

Overall assessment of

the economic
position

207

Patent
applications

21

Portfolio management 82 171

Power Generation 158 228

Power Grid Solutions Products 163 170 189 230

Power plant modernization Kirishi

Power Transmission 158 169 185 228

Profitability
and

capital efficiency 173 231 732

Rail Systems 16$

Related party transactions 330

Report of the Supervisory Board 102

Report on expected developments

and associated material opportunities

and risks 27/

Research and development 21

Responsibility statement 358

Results of operations 79 246

Results of Siemens 1/9

Revenue growth $5 17$

Risk management 232



E.7 Company structure

Infrastructure Cities

Corporate

Sustainability Office

Asia excluding Japan
Australia

Healthcare

Iii in Feqinrdt

Energy Service HnI1 /iirii

Power Generation iiiFjrvI

Power Trans ni iss ion ka dl in pi

\P/ind Power An

Clinical Products lirilti

Customer Solutions Norhnii

Diagnostics k/n lini

Imaging Therapy Systems Ft Mrt.nt

Customer Services

Drive Technologies it
dl iriki

Industry Automation i\ti

Regional organization by reporting region

Americas Asia Australia Europe C.l.S.1

Africa Middle East

Brazil AnnA li A/nd

Canada kn

Colombia

Mexico iIc k1rinii iiSi

United States

Australia

China FvFFnFinrirv

India

Indonesia sn

Japan iv lv 1/ni

Republic of Korea FiriqAit

Singapore Amy inn

Austria

Belgium timln H/lynn

Czech Republic

France Ii miPmn .Fv Mummy

Germany FHmFiF/ Mn tv vi

Italy eAricmJiFFF

Netherlands us

/.u rvm Ivyi1iiI nmmt

Managing Board of Siemens AG

Joe Kaeser Roland Busch

Cmdui Fnv Fm

Klaus Hehnrich

Human Resources

Corporate Technology

Corporate

Development

Governance Markets

Coinniunications and

Government Affairs

Legal and Compliance

Sectors

Energy
Mi hiF Mmd

Hermann Requardt

Healthcare

South America Japan

Industry
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Siegfried Russwurm Michael SuE Ralf Thomas

Industry

Corporate Supply Chain

Management

Information Technology

Corporate Security Office

Europe CIS Africa

Infrastructure Cities

IIrj 115

Building Technologies 11 es 022

Low and Medium Voltage II

Mobility and Logistics

Rail Systelils FeY lie

Smart Grid lu Me.e.L

Polaisd lel Ills

Portugal Ml II

Russian Federation IJIsS Sloihe

Sail di Ara bia LI

South Af ca

Spa in ls-l

Sweden 112

Energy

North America

Middle East

Ssvitzerland sit
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ehs

United Arab Emirates LI se

United Kingdom Sled

Finance arid Controlling

Financial Services

Siemens Real Estate

Global Shared Services

Equity Investments

Fi
ii

ncia Services tolenci ilorilowne

Global Shared Services Mi hel ii eeu

Siemens Real Estate /soll Slwtii
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E.8 Further information and information resources

Further information on the contents

of this Annual Report is available from

Address Siemens AG

Wittelsbacherplatz

80333 Munich

Germany

Phone 4989 636-33443 Media Relations

49 89 636-32474 Investor Relations

Fax 49 89 636-30085 Media Relations

49 89 636-32830 Investor Relations

E-mail press@siemens.com

investorrelations@siemens corn

Additional information

The Siemens Annual Report for 2013 is available online at

ci WWW.StEMENS.COM/ANNUALREPORT

Combined reporting

This Siemens Annual Report combines our previously separate

Annual and Sustainability Reports to provide an integrated

overview of our Companys key topics Further information

on Siemens commitment to sustainability and additional

indicators are available at

Ll WWW.SIEMENS.COM/SUSTAINABILITY

ci

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

Li www.SIEMENS.OMIFINANCIAL-REPORTS

Information on research development and innovation at

Siemens is available at

The Siemens publication Pictures of the Future

The Magazine for Research and Inn ovation is available at

WWW.SIEMENS.COM/POF

Copies of the Annual Report can be ordered at

E-mail siemens@bek-gmbh.de

Internet www.SIEMENS.COM/ORDER-ANNUALREPORT

Fax 497237-1736

Siemens employees may obtain copies at

Intranet HTTPSi/INTRANET.SIEMENS.COM/

ORDER-ANNUALREPORT

English Order no A19100-F-V100-X-7600

German Order no A19100-F-V100

Employees should include their postal address and complete

order data Org-ID and cost center information when ordering

Concept and coordination

Communications and Government Affairs

Dr Johannes von Karczewski

Annette Hafelinger

Finance and Controlling

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

2013 by Siemens AG Berlin and Munich
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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

Date December 2013

SIEMENS AKTIENGESELLSCHAFT

Is DR JOCHEN SCHMITZ

Name Dr Jochen Schmitz

Title Corporate Vice President and Controller

Is

Name
Title

DR JUERGEN WAGNER

Dr Juergen Wagner
Head of Financial Disclosure and

Corporate Performance Controlling


