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Dear Readers,

On behalf of Siemens Bank, it is with great pleasure that we present our
Annual Report for 2023.

In a world marked by geopolitical and macroeconomic uncertainties,
Siemens Bank has remained resilient. One of our key accomplishments
during this period has been the further development of our portfolio. We
have leveraged our expertise and market presence to strengthen our posi-
tion in existing and new asset classes and sectors, ensuring that we remain
at the forefront of innovation and market trends. We have actively pursued
opportunities in growth areas such as Solar PV, Batteries and Gigafactories,
Data Centers, and combined renewables and energy storage solutions. This
strategic expansion has allowed us to diversify our portfolio and create new
avenues for sustainable growth.

A deep commitment to sustainability is ingrained in Siemens Bank’s market
approach. We have integrated Environmental, Social, and Governance (ESG)
aspects into our risk analysis and reporting. Our dedication to sustainability,
however, extends beyond mere compliance; it is a fundamental aspect of

our business strategy and we are actively pursuing business and developing
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our portfolio in the fields of the three core Siemens sustainability themes of
decarbonization and energy efficiency, resource efficiency and circularity, as
well as people-centricity and societal impact. By that, we strive to create a
positive and lasting impact on the world around us.

As an integral part of the Siemens family, Siemens Bank has not only ful-
filled its role in supporting Siemens and its customers, but has also further
developed its relationships within the financial and banking market to build
an ecosystem for further value creation.

We would like to thank our employees for their ongoing contribution as well
as our customers and business partners for the fruitful collaboration and for
continuing to place trust in Siemens Bank.

Siemens Bank GmbH

Management Board
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1 Business performance overview

1.1 Business activities of
Siemens Bank GmbH

Siemens Bank GmbH, Munich, (hereinafter: Siemens Bank)
is part of the Financial Services unit of the Siemens Group.
Through the business activities of Siemens Bank, Siemens
AG, Berlin and Munich (hereinafter: Siemens AG), as the
sole shareholder of Siemens Bank, broadened the range of
its sales-financing products in its Financial Services unit,
increasing flexibility in Group finance and optimizing its risk
management.

The Siemens Bank business model consists of four business
segments:

»

4

Lending and guarantee business: The core business “Project
and Structured Finance” focuses on the provision of medi-
um- to long-term financing for corporate clients, project
companies and public-sector borrowers. The product port-
folio currently comprises, in particular, corporate loans,
project finance, and revolving loan facilities. Siemens Bank
operates in both the primary market and the secondary
market for loans. Guarantees are issued in particular in the
context of syndicated project financing, but are currently
not a significant element of the portfolio.

In fiscal 2022/2023, operations started in the new business
segment “Extended Payment Terms” (EPT), which offers
payment term extensions within the scope of receivables
purchases for customers of Siemens units and of partners
from the Siemens business ecosystem.

»

4

» Deposit and treasury business: The deposit business focus-
es on the receipt and investment of overnight money and
time deposits from companies within the Siemens Group
and selected third-party institutions. The treasury business
encompasses Group financing activities and asset liability
management, including the management of a portfolio of
highly liquid assets. Asset liability management ensures

that the lending business is funded by equity and deposits.

4

Fee business: Key resources for managing financial risk
and processing financial transactions in the Siemens Group
are pooled within Siemens Bank. These resources not only
support the Bank’s own banking operations, but are also
offered to Siemens AG, its subsidiaries, and selected third
parties.

»

4

Siemens Bank does not undertake retail banking or maintain
a trading book.

1.2 Economic environment

In its lending business, Siemens Bank offers its products
primarily to customers in Europe, the Middle East, Asia and
Australia. Given this strategic focus, economic trends in these
regions have a special significance for the business perfor-
mance of Siemens Bank. As a large part of Siemens Bank’s
lending portfolio is denominated in U.S. dollars, economic
development in the U.S. is important for Siemens Bank.

The global economy grew moderately in fiscal 2022/2023.
The restrictive monetary policies pursued by many econo-
mies, geopolitical risks and the economic contraction in
China dampen the outlook. Whilst at the end of 2022 a reces-
sion had still been forecast for Europe and the U.S. for 2023,
economic development in the advanced economies proved to
be robust, in particular in the U.S. Global economic dynamics
initially picked up at the beginning of 2023 in view of China’s
abandonment of its zero-Covid strategy, diminishing supply-
chain problems and lower energy prices. Against this back-
ground, global economic growth in 2023 is now expected to
reach 2.6% (forecast in September 2022: 2%). In comparison
to this, developing economies will experience above-aver-
age growth in 2023, with cumulative growth of 4% (Septem-
ber 2022: 3.7%), whilst growth in advanced economies will
be below average and will stand at 1.5% (September 2022:
-0.8%). A regional breakdown of the changes during the year
in forecasts for 2023 gross domestic product shows clearly
positive dynamics for the Americas region (Canada, Mexi-

co, U.S.), a slightly positive development for the Asia/Pacif-
ic region and Europe, and a slightly negative development
for the MEAC region (Middle East and Adjoining Countries).
Among the major European economies, Spain leads with
expected economic growth of 2.0% in 2023, compared to the
stagnating economies in Italy, France and the United King-
dom and the contracting economy in Germany. Development
in the Asia region this year is characterized by a significantly
higher economic growth forecast for India at the end of the
year. The growth forecast for other economies in the region,
such as Australia, is lower than expected twelve months ago.
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The rise in prices has eased globally, especially due to low-
er energy prices. The increase in consumer prices in the
advanced economies declined year-on-year to 4.6% in 2023
after 7.4% in the previous year. On the other hand, core infla-
tion (consumer prices excluding energy and food) has not
changed much up to now. Among the advanced economies
of the G20 states, only the U.S. were able to record a reduc-
tion in core inflation to 4.2% for 2023 after 5.0% in the previ-
ous year (source: OECD Economic Outlook September 2023).

The central banks’ response to the sharp rise in inflation dur-
ing the previous year was a continuous increase in main pol-
icy interest rates. In the spring, the interest-rate policy shock
in the U.S. led to distortions in the banking sector, which
were successfully confined through immediate political mea-
sures. The major central banks in the advanced economies
are not expected to further raise interest rates after the end
of the year. However, interest rates are expected to remain at
a high level for some time to ensure that the easing of infla-
tion is sustainable.

Despite the restrictive monetary policy, the U.S. economy is
expected to grow by 2.3% in 2023, driven by an expansion of
private consumption. Private household spending was sup-
ported by the reduction of excess savings which had been
accumulated during the pandemic. Once this ceases, the
effects of the changed monetary framework will probably
become increasingly visible. In the United Kingdom and the
eurozone, economic activity has already weakened; in Ger-
many, in particular, a reduction in economic output by -0.4%
is expected for this year. This year’s increase in gross domes-
tic product in the eurozone is forecast to amount to merely
0.6%, in the United Kingdom to 0.3%. The growth prospects
in Turkey depend on the ability to overcome the high infla-
tion rate, which is estimated to be above 50% in 2023. The
country’s new government has significantly increased inter-
est rates since the summer, in an attempt to stabilize the
exchange rate and to curb inflation. A strong recovery fol-
lowing the end of the infection protection measures in China
has failed to materialize during the year. Dampened domestic
demand and distortions in the real estate sector are imped-
ing growth in the country, which is expected to reach 5.0% in
2023. However, the Indian economy rallied significantly, with
a forecast growth of 6.6% this year.

The favorable overall environment for new business in the
fourth quarter of the previous fiscal year continued to char-
acterize the first quarter of this fiscal year, before both new
business and premature repayments declined in the uncer-
tain economic environment and in view of the events in the
banking sector with the problems affecting some regional
banks in the U.S. and the takeover of Credit Suisse by UBS in
Switzerland. The fourth quarter of the fiscal year once again
showed a clear increase in new business.

In the financing of projects and equipment investments, for
which longer-term and therefore less cyclical planning cycles
are usually relevant, as well as in project financing in the
infrastructure sector, which has proven to be generally resil-
ient to credit defaults in times of crisis, Siemens Bank con-
tinues to observe ongoing intense competition in the search
for attractive risk-return profiles. On the other hand, a great
deal of uncertainty can still be felt in the markets overall. Due
to the difficult macroeconomic environment and the further
increase in interest rates, higher interest margins than in pre-
vious years could once more be achieved in some asset class-
es. Due to its broad geographic positioning, Siemens Bank
was able to compensate in other markets for weak develop-
ments in individual geographic markets or industries.

1.3 Regulatory developments

The CRR Il (Capital Requirements Regulation) and CRD V
(Capital Requirements Directive) package adopted by the EU
Commission in 2019 introduced new regulatory requirements
as of June 2021. The CRR Il package includes the final imple-
mentation of the Basel Committee on Banking Supervision’s
requirements for the introduction of binding minimum val-
ues for the leverage ratio and the net stable funding ratio.

In addition, the first contents of Basel IV were implemented,
including new large exposures regulations and new disclo-
sure obligations.

At the end of 2021, the European Commission’s proposals on
CRR Il and CRD VI were published. This now heralds the final
steps towards the adoption of the revised Basel framework in
the European Union.

The current CRR Il draft includes, in particular, far-reaching
changes in the Credit Risk Standardized Approach (STA),

the Internal Ratings-Based Approach (IRBA) as well as in the
capital requirements for operational risk. In addition, the so-
called output floor will be introduced in the EU — with a tran-
sitional period of several years — which will limit the benefit
from the application of internal ratings or risk models in the
future.

In addition to the changes in CRR I, CRD VI contains further
new regulations. Particularly noteworthy are, among other
things, the suitability and reliability of management body
members (“fit & proper”) as well as the regulations on SREP
and the inclusion of ESG factors in risk management.

While the implementation date for CRR Il is set for Janu-
ary 1, 2025, the entry into force of CRD VI is planned earlier,
although it is yet to be transposed into national law.

The last requirements from the Financial Market Integrity
Strengthening Act (Finanzmarktintegritatsstarkungsgesetz)
and the Risk Reduction Act (Risikoreduzierungsgesetz) were
implemented in the past fiscal year.

Also, implementation of the seventh amendment to MaRisk
began. Implementation is planned to be finalized in fiscal
2024, subject to the applicable transitional periods.

During the past fiscal year, Siemens Bank furthermore imple-
mented the requirements of the Whistleblower Protection Act
(Hinweisgeberschutzgesetz)
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In April 2021, the European Commission adopted a compre-
hensive package of sustainability measures, through which
the topic of sustainability has gained further importance for
the banking sector. With the publication of the first two del-
egated regulations on EU Taxonomy regarding mitigation of
climate change and adaptation to existing climate change,
the technical criteria were defined as to which economic
activities make a significant contribution to climate protec-
tion or climate change adaptation. With the expected entry
into force of CRR Il in calendar 2025, Siemens Bank intends
to disclose the then applicable requirements for other, unlist-
ed institutions in Pillar 3 as well.

The BaFin memorandum on sustainability risks published in
2020 resulted in requirements for the further development
of risk management in Pillar 2. In June 2023, the Financial
Supervisory Authority BaFin published the seventh amend-
ment to the German Minimum Requirements for Risk Man-
agement at Banks (MaRisk). The MaRisk amendment provides
for requirements regarding the integration of sustainability
issues into various aspects of risk management. Most of the
changes are clarifying provisions that must be implemented
immediately.

Implementation of the European Parliament’s Digital Oper-
ational Resilience Act (DORA) has already begun and is
planned to be substantially finalized in fiscal 2023/2024. The
Act contains requirements relating to information and com-
munication (ICT) risk management, classification and report-
ing of ICT-related incidents, digital operational resilience
testing, contractual arrangements between third-party ICT
service providers and financial institutions, the regulatory
framework for critical third-party ICT service providers, and
rules for information sharing.

Further developments in European and national legislation
are continuously monitored as part of Siemens Bank's
Compliance Program.

The new Siemens Bank branch founded in Singapore in
March 2017 is required to comply with local regulatory
requirements and reporting obligations in the Monetary
Authority of Singapore (MAS) reporting system. The local
regulatory requirements are based on the Basel Il Framework
and are essentially comparable with the European require-
ments. The monitoring and development of changes and
adjustments to local regulatory requirements are also part of
Siemens Bank’s Compliance Program.

1.4 Business performance

Fiscal 2022/2023 was still significantly marked by the effects
of the Ukraine conflict and the associated effects and uncer-
tainties relating to energy and interest-rate policies. Despite
this, the portfolio in the core lending business grew during
the year as forecast at the beginning of the fiscal year. How-
ever, the volume of purchased invoices for EPT was signifi-
cantly lower than forecast, among other reasons because

of longer delivery periods. Despite this and largely resulting
from higher interest-rate levels, net interest income from the
portfolio was significantly above expectations. On the other
hand, the significant increase in additions to provisions for
losses on loans and advances was caused by a few individual,
uncorrelated transactions, primarily provisioning for an expo-
sure in the project financing business which was restructured
due to significant construction delays and cost overruns.

Due to the high level of provisioning, profit from operations
is significantly below Siemens Bank’s planning. However, the
management is satisfied with the course of business in fiscal
2022/2023, noting the background of the difficult overall eco-
nomic situation and in consideration of special effects.

Net assets

Siemens Bank’s net assets in fiscal 2022/2023 are character-
ized by almost unchanged volumes in the lending business
and declining volume in the treasury business.

The volume of business in the core lending business (includ-
ing guarantees) in fiscal 2022/2023 remained on the level
reached in the previous year, after a growth of 9% in the
previous year. It should be noted in this context that part of
the growth in the previous year was due to currency effects,
especially the strong USD.
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Figure 1: Development of loans and advances to customers in the
lending business (€ million)

The uncertainty regarding the impact of the Ukraine con-
flict already observed in fiscal 2021/2022 continued in fiscal
2022/2023. After a strong development in new business in
the areas of project financing and corporate loans during the
first quarter, new business then slowed down due to mac-
roeconomic and geopolitical uncertainties as well as uncer-
tainties in the banking sector. A significant increase could
only be recorded again in the fourth quarter. The increase in
new business during the last quarter of the fiscal year is also
reflected in a reduced portfolio of irrevocable loan commit-
ments at the end of the fiscal year of €1,566 million (previ-
ous year: €1,745 million). Contingent liabilities from guaran-
tees increased again, but continue to form a small part of the
portfolio and stand at €100 million (previous year: €89 mil-
lion) and are part of project financing granted.

The focus of the lending portfolio in fiscal 2022/2023, as

in the previous year, was on activities in the areas ener-

gy (renewables, energy transmission, and storage), infra-
structure (including traffic, social infrastructure, and water
management) and health. In addition to project financing,
Siemens Bank has a corporate lending portfolio that is broad-
ly diversified both in terms of regions and industries.

Siemens Bank focuses on offering financing solutions to the
customers of Siemens AG and its subsidiaries. A large propor-
tion of financing agreements was signed with existing cus-
tomers of Siemens AG and its subsidiaries, thereby support-
ing the activities of the Siemens Group. Siemens Bank also
enters into financing agreements with Siemens’ target cus-
tomers, in emerging Siemens markets, and even in situations
where there is no Siemens connection at all provided there
are business opportunities with an attractive risk-return pro-
file in the lending market concerned.

10

The financing solutions offered were expanded during the
fiscal year and now include the “Extended Payment Terms”
(EPT) segment, which offers extended payment terms to cli-
ents of Siemens units and partners from the Siemens busi-
ness ecosystem in the context of the purchase of accounts
receivable. This business segment is in the development
stage, which is reflected at the end of the fiscal year in the
still relatively low volumes.

In the deposit and treasury business, the Group financ-

ing portfolio, which forms an integral part of the loans and
advances to customers, increased to €195 million (previous
year €76 million). The provision of collateral in cash means
that Siemens Bank does not bear any non-collateralized credit
risk in connection with this business. Compared with the
lending business discussed above, this lending portfolio is

of minor significance within the business model of Siemens
Bank as a whole.

Within the deposit and treasury business, the development
of liquidity-related investments — which are reported under
loans and advances to banks, credit balances with central
banks, private bonds as well as under loans and advances to
customers — is closely linked to the economic and regulatory
requirements relating to liquidity control. In recent years,
Siemens Bank has built up a highly liquid assets portfolio as a
liquidity reserve and for liquidity control. A major part of this
asset portfolio is in short-term promissory note loans from
investment-grade issuers. With this asset portfolio, Siemens
Bank intends to achieve positive income contributions and a
high level of security in addition to compliance with commer-
cial and legal requirements regarding liquidity control.

In fiscal 2022/2023, liquidity investments at Deutsche Bundes-
bank continued to be slightly higher than in previous years.
These are due to short-term investments by the Siemens
Group, as is the significant increase in the second quarter of
fiscal 2020/2021, which only lasted for a few weeks. In a year-
on-year comparison, the portfolio of highly liquid assets for
purposes of liquidity reserve and liquidity control decreased
by 15%, after remaining almost constant in the previous year.
This means that liquidity-related investments were at the
expected level.
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Figure 2: Development of liquidity-related investments in the ALM and
treasury business (€ million)
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Financial position

The business activities of Siemens Bank are largely refinanced
by deposits and equity. Here, 10% (previous year: 10%) of the
recorded business volume of Siemens Bank is financed by
equity. Siemens AG as the sole shareholder of Siemens Bank
has paid in a share capital of €5,000 thousand (previous year:
€5,000 thousand) and capital provisions in the form of other
payments into equity amounting to €995,000 thousand (pre-
vious year: €995,000 thousand). In fiscal 2023, the Siemens
Bank management also once more allocated €50,000 thou-
sand (previous year: €25,000 thousand) to the fund for gen-
eral banking risks pursuant to section 340g of the German
Commercial Code (Handelsgesetzbuch, HGB) in order to fur-
ther strengthen the Bank’s capital base. Supplementing this,
Siemens Bank took out a subordinate loan in the amount of
€100,000 thousand from the sole shareholder for the first
time during the fiscal year, in order to further strengthen the
equity base. Although a predominant proportion of depos-
its is made by Siemens AG and its subsidiaries, Siemens Bank
also holds deposits of customers from outside the Group
which increased significantly during the fiscal year. However,
Siemens Bank does not accept retail banking deposits. Where
deposits are used directly for the purpose of funding the
lending business, they are matched as far as possible with
the lending currencies and in accordance with the expected
repayment profiles so that the exposure of Siemens Bank to
currency and maturity transformation risk is limited.

Siemens Bank’s liquidity situation is characterized by a large
portfolio of assets with short-term availability. Siemens Bank
also has funding options available, in particular via Deutsche
Bundesbank and Siemens AG. Liquidity is thus always
ensured from the point of view of Siemens Bank.

Currently, Siemens Bank has not issued any bonds on capital
markets, nor has it placed any promissory note loans or debt
instruments.

Furthermore, Siemens Bank did not make any substan-
tial capital investments or financial investments in fiscal
2022/2023.

Results of operations

Fiscal 2022/2023 saw strong operational performance with a
stable lending portfolio, higher interest margins and general-
ly higher interest rates. After the significant increase in inter-
est income observed last year, this is reflected in a once more
significantly improved net interest income for the current
year. Running counter to this positive development, additions
to allowances for losses on loans and advances were again
significantly higher than in the previous year, due primarily to
provisioning for a few individual, uncorrelated transactions,
primarily for an exposure in the project financing business
which was restructured due to massive construction delays
and cost overruns.

As a result, Siemens Bank was not yet able to return to the
positive level of operating income seen in 2021, but achieved
by far the highest operating income before allowances for
losses on loans and advances since the Bank’s formation,
despite the still challenging economic environment.

(€ million) 2023 2022 2021

Net interest income 246.0 197.3 170.7
Net fee and commission income 348 33.2 295
General administration expenses -101.4 -87.9 -78.5
Other income and expenses, net -1.9 2.9 -1.1

Operating income before allowances for

177.5 145.3 120.5
losses on loans and advances

Allowances for losses on loans and advances -112.2 -87.3 -17.2

Net operating income 65.3 58.0 103.3

Figure 3: Components of Siemens Bank income

Net interest income at Siemens Bank is derived from the
spread between interest income from loans and investments
on one side and funding-related interest expense on the
other. Interest terms also reflect the effect of inflation. The
net interest margin contribution from the lending business
generates most of the net interest income. Liquidity-related
investments in the deposit and treasury business normal-

ly generate lower interest margins. As the portfolio in the
core lending business had grown strongly in fiscal 2022, the
increase in net interest income reflects the increased aver-
age portfolio volume, as well as the higher interest-rate level
and the higher interest margin. Nominal net interest income
is also heavily dependent on the volatility of exchange rates
during the year, as a significant portion of the portfolio is
denominated in USD, GBP and AUD. Overall, Siemens Bank
was able to continue to generate attractive risk-return pro-
files in the lending business. Against the background of
increasing risk factors in important core markets, it should
be highlighted that new loan transactions were only entered
into selectively, and the pursued business strategy is not vol-
ume-driven. Although growth in the lending business portfo-
lio in fiscal 2023 was not as strong as in previous years, the
increase in net interest income due to the higher interest-rate
level and an increase in interest margins exceeds Siemens
Bank’s expectations.

Net fee and commission income, which had increased by
12% in the previous year, increased by 5% in fiscal 2022/2023,
in line with expectations. However, net fee and commission
income continues to be of secondary importance for the
Siemens Bank earnings position. Siemens Bank earns fee and
commission income primarily by providing risk-management
and processing services for Siemens AG, its subsidiaries and
associated companies. The costs incurred in providing the
services are reported under general administration expenses.
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General administration expenses of Siemens Bank
increased again, with 57% (previous year: 54%) being attrib-
utable to personnel expenses. Siemens Bank employees are
not only responsible for carrying out the banking operations
as such, but also for providing risk-management and pro-
cessing services for Siemens AG, its subsidiaries and select-
ed third parties. Other administration expenses are largely
accounted for by the purchase of services from Siemens

AG and its subsidiaries as well as from third parties. This
purchase of services also includes all IT services required

by Siemens Bank. The increase in general administration
expenses over the last three fiscal years reflects the growth
of Siemens Bank as well as salary increases and higher costs
for some service providers. Applying strict cost discipline,
Siemens Bank was able to limit the effects of the additional
structural costs caused by the business expansion of the last
few years. The relative increase in general administration
expenses in the past fiscal year again was below the rela-
tive increase in net interest income and thus in line with the
Bank’s expectations. As in the previous year, the increase is
primarily due to higher personnel expenses, increased regu-
latory costs and upfront expenses for the development of EPT
as a new business segment.

Other net operating income is for the most part character-
ized by income from foreign currency valuations. The impact
of foreign currency effects on the Bank’s profitability is lim-
ited, especially due to the funding of loans in foreign cur-
rencies in the same currency. In fiscal 2023, Siemens Bank
reports a moderately negative foreign currency income in
relation to the total portfolio; last year, Siemens Bank report-
ed a slightly positive currency income in relation to the
portfolio.

Expenses for additions to allowances for losses on loans
and advances again increased significantly in fiscal 2023
compared to the previous year and were thus higher than
expected by Siemens Bank at the beginning of the fiscal year.
In addition, the volume of problem loans increased overall, as
did provisions for defaulting loans. In general, the structure
of the lending portfolio — a high proportion of project financ-
ing in the infrastructure sector and of corporate lending
transactions with equity sponsors from the private equity sec-
tor — predominantly proved to be resilient to credit defaults,
also against the background of increased macroeconomic
uncertainties. The disproportionate increase in risk provi-
sioning is due in particular to a few individual, uncorrelated
transactions, primarily provisioning for an individual expo-
sure in the project financing business which was restructured
due to massive construction delays and cost overruns. This
effect dominates the item allowances for losses on loans and
advances, and is primarily responsible for the increase com-
pared to previous years. Overall, the continued good credit
quality of the receivables portfolio and the broad diversifica-
tion by sector and region also contributed to the fact that the
balance sheet allowances for losses on loans and advances
for large parts of the lending portfolio continued to be very
moderate overall in fiscal 2023.

12

Net operating income equates to the net income in
accordance with the HGB that Siemens Bank transfers to
Siemens AG under the existing profit-and-loss transfer agree-
ment, after deduction of additions to the fund for general
banking risks and of income taxes.

As in the previous fiscal year, the net operating income
before tax reported here is Siemens Bank’s key financial per-
formance indicator. This performance indicator is below the
level expected by Siemens Bank. This is mainly due to the
negative development of risk provisions.

Siemens Bank also determines the return on risk-adjusted
capital as an additional financial performance indicator. Here,
the net operating income after standardized income taxes
and before additions to and/or reversals of provisions and/or
special items for general banking risks (in fiscal 2022/2023:
€45.6 million; previous year: €41.7 million) is considered in
relation to the average economic capital, which amounts to
€636.6 million in fiscal 2022/2023 (previous year: €623.5 mil-
lion). As of September 30, 2023, this indicator was 7.2% (pre-
vious year: 6.5%) and thus below the forecast target range
of 12% to 17%, due in particular to the provisioning described
above.
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2. Risk report
2.1 Risk Strategy

Corporate management at Siemens Bank adheres to the tar-
gets and requirements of the Bank's business strategy. It is
not possible to implement the Bank’s business strategy and to
achieve the specified target returns without consciously tak-
ing risk. Siemens Bank’s risk strategy is based on the require-
ments of the business strategy and constitutes the frame-
work for identifying, assessing, managing, and monitoring
risk within Siemens Bank.

2.1.1 Objective

The risk strategy defines details of the requirements under
the business strategy in relation to the strategic alignment
and the individual types of risks, while at the same time
reflecting the overall objectives of the business strategy and
the risk appetite of Siemens Bank. This forms the basis on
which Siemens Bank determines its guidelines for risk man-
agement and the target system for risk strategy at the Bank.
The most important risk principle is compliance at all times
with both internal capital adequacy and liquidity require-
ments. Top priority is also given to avoiding concentration
risk and ensuring compliance with statutory and regula-
tory requirements. An essential element of the risk strategy
implementation is to specifically identify, measure, manage,
monitor, and report risks within the portfolio, together with
any future risks that may occur. This is also the basis of the
integrated management of risk and return targets within the
framework of the integrated risk-return management.

Siemens Bank follows a clearly defined process for develop-
ing its risk strategy. Based on the business strategy, which is
supplemented by an IT strategy, a remuneration strategy, and
a framework for dealing with sustainability risks (ESG Frame-
work), the risk strategy is adjusted either as required or at
regular intervals. The basis for the risk strategy is a detailed
analysis of risk factors within Siemens Bank using a risk
inventory. The risk inventory defines and analyzes the princi-
pal types of risk, and specifies how these risk types are to be
modeled. The results of the risk inventory are used as a basis
for the determination of the objectives and measures relating
to the risk strategy that are monitored as part of the overall
risk report.

2.1.2 Regulatory requirements

The regulatory requirements for risk management, capital
adequacy and liquidity together form the regulatory frame-
work for the risk management system at Siemens Bank. In
particular, Siemens Bank ensures that it complies at all times
with the requirements of the Capital Requirements Regula-
tion (CRR) and the Capital Requirements Directive (CRD) as
well as the related regulations and circulars. This includes
continuous compliance with and monitoring of the equity,
large exposure, liquidity, and compensation standards as well
as the German Minimum Requirements for Risk Management
at Banks (MaRisk_BA). Also, the Bank aims at achieving con-
tinuous compliance with the regulatory requirements for the
operations of its branch offices.

2.2 Risk management and
organization

Siemens Bank has implemented a comprehensive risk-
management system to ensure that the measures aimed at
achieving the objectives in the business strategy and risk
strategy are properly adhered to. Key components of the risk
management system include the internal capital adequacy
concept, liquidity risk management, and the implementa-
tion of an efficient internal control system. In addition to the
IT strategy, these components are also accompanied by the
remuneration strategy and the framework concept for man-
aging sustainability risks.

2.2.1 Organizational structure

The processes, controls, and responsibilities with respect to
risk management are governed by the written rules and regu-
lations for Siemens Bank. These rules and regulations docu-
ment, in particular, the processes for granting loans, further
processing of loans, monitoring of loan processing, intensi-
fied and problem obligor management, risk classification,
and review of credit ratings, together with the processes for
asset liability management. Decision-making authority is gov-
erned by the Siemens Bank authority rules and regulations.

The general frameworks for internal capital management,
management, and monitoring of individual types of risk

and for the methods, processes, and limit structure within
Siemens Bank are stipulated in the Bank’s risk documentation
and organizational documentation. The risk documentation
and the organizational documentation are available to all
employees of Siemens Bank via a centralized tool.
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Separation of functions

Within the organizational structure of Siemens Bank, there is
a strictly defined segregation of front office and back office
in terms of both functions and disciplinary arrangements,
and this segregation applies up to the Management Board
level. The areas covered by the Chief Financial Officer (CFO)
and the Chief Risk Officer (CRO) are organized entirely with-
in the back office, whereas the areas covered by the Chief
Executive Officer (CEO) for Project and Structured Finance
(PS Business) on the one hand and Extended Payment Terms
(EPT Business) on the other hand are assigned in full to the
front office. This strict segregation also applies to the London
and Singapore Branches. The authority rules and regulations
specify that the back office may not be overruled.

Operational management of risk at Siemens Bank is carried
out within the risk strategy framework and subject to the lim-
its specified by the back office and approved by the Manage-
ment Board. The risk strategy framework and risk manage-
ment limits are defined by the back office, whereas the front
office is responsible for the operational implementation of
risk management. Operational risk management is controlled
by a risk monitoring unit that is independent in terms of both
functional and disciplinary arrangements and forms part of
the back office in the organizational structure. The respon-
sibilities of the risk monitoring unit include comprehensive
analysis and monitoring of the risks accepted by Siemens
Bank. Risk analysis includes identifying risks adopted by the
Bank, developing suitable methods for measuring and quanti-
fying risk, and analyzing the current risk situation. The analy-
sis of the risk situation is based on the requirements of nor-
mative and economic capital management within the frame-
work of internal capital adequacy as well as the defined KPIs
in the recovery plan. Risk monitoring comprises activities to
quantify and validate the risks adopted by the Bank, activities
to monitor the authorized limits, internal capital adequacy
and the liquidity risk situation, as well as activities associated
with risk reporting.

Committees

The Siemens Bank Risk Committee is the central committee
responsible for implementing integrated risk-return manage-
ment and risk management within the meaning of section
25a (1) of the German Banking Act (Gesetz lber das Kredit-
wesen, KWG). In particular, the Risk Committee supports the
Management Board in developing and adopting the risk strat-
egy as well as determining the internal capital adequacy con-
cept. The Risk Committee is responsible for the guidelines on
lending portfolio management in that it specifies appropriate
action and sets out the requirements for managing opera-
tional risk. In particular, the Risk Committee is responsible for
managing and monitoring the credit portfolio. Voting mem-
bers of the Risk Committee are the two CEOs, the CFO and
the CRO of Siemens Bank.
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Authority in relation to credit decisions on significant loan
exposures is vested in the Credit Committee in accordance
with the authority rules and regulations. The Committee is
responsible for exercising this authority in accordance with
these rules and regulations and with due consideration

of the Siemens Bank risk strategy. Voting members of the
Credit Committee are the two CEOs, the CFO and the CRO of
Siemens Bank.

The Asset Liability Management Committee (ALM Commit-
tee) is responsible for managing and limiting market, liquid-
ity and funding risk. Ultimate decision-making authority in
all issues related to asset liability management, and there-
fore also related to the management of market, liquidity and
funding risk, lies with the ALM Committee. The operational
management of market, liquidity and funding risk is carried
out by the Treasury department at Siemens Bank. This func-
tion forms part of the front office in the organizational struc-
ture. Voting members of the ALM Committee are the two
CEOs, the CFO and the CRO of Siemens Bank and the man-
agement of the Singapore Branch for matters relating to the
Singapore Branch.

Risk monitoring

The Risk Controlling & Analytics unit, which reports to the
CFO, has been assigned principal responsibility for risk moni-
toring. Within this unit, the Credit Risk Controlling depart-
ment is responsible for monitoring credit risk, and the

Pricing & Integrated Risk Controlling department is respon-
sible for monitoring market, liquidity and operational risk as
well as for matters relating to integrated risk-return manage-
ment. The head of Risk Controlling & Analytics — who also
holds the risk controlling function under the MaRisk — sits

on the Risk Committee, the ALM Committee and the Credit
Committee and also participates in the meetings of the Out-
sourcing Committee and of the Compliance Committee and is
therefore comprehensively involved in all aspects of decision-
making processes relevant to risk policy. Siemens Bank Risk
Controlling supports and comprehensively advises the Man-
agement Board in the development and implementation of
the risk strategy. This includes all phases of creating the risk
strategy, including the risk inventory, as well as designing the
internal capital adequacy concept. Based on the risk strategy
and the internal capital adequacy concept, Risk Controlling
supports the Management Board in implementing an effec-
tive and efficient limit structure and general limits for risks.
The key responsibilities of the departments comprised in

Risk Controlling include identifying risks that are relevant to
Siemens Bank (operational risks are identified in consultation
with the respective department managers, who identify and
deliver the relevant information about their departments to
Risk Controlling) and measuring and assessing risks on a daily
or regular basis. Also, Risk Controlling monitors the utilization
of defined limits, including escalating limit breaches, as well
as reporting to the Management Board and preparing the
overall risk profile. In addition, Risk Controlling is assigned
the authority to decide on the models and methods used in
these controlling tasks, including their ongoing refinement
and validation. The Risk Committee is informed of material
changes to these methods and approves all such changes.
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A key instrument for ascertaining the appropriateness of the
risk management system and the corresponding internal
control system is the internal audit function, which reports
directly to the Management Board. The framework of the
internal audit function’s tasks is described in a rolling three-
year audit framework plan that is prepared using a risk-based
approach and is updated yearly. For the operational execu-
tion of audits by the internal audit function, audit procedures
are (partially) outsourced to the Siemens AG group-wide
internal audit function. The findings of the audits are summa-
rized in quarterly and annual reports prepared by the internal
audit officer and then presented to the Management Board
and the Supervisory Board.

A further essential element of the internal control system

is the compliance function of Siemens Bank. Siemens Bank
has pooled the functions of the compliance officer and of
the anti-money-laundering officer in one central function.
This central function, which includes anti-money launder-
ing, fraud prevention and compliance, reports directly to the
Management Board of Siemens Bank and has the authority
to issue binding instructions — without restriction regard-
ing the issues within its area of responsibility. The function
assesses compliance with the internal regulations relating to
anti-money laundering and other criminal offenses as well as
further compliance-relevant, company-specific provisions. It
also monitors compliance with these provisions, regulations
and other requirements and supports and advises the Man-
agement Board and the business segments regarding this
compliance. Regarding further compliance-relevant internal
provisions, such as regulatory questions or implementation
of MaRisk, the central function is assisted by Risk Control-
ling and Regulatory Reporting. Regardless of the superordi-
nate role of the compliance function, the members of the
Management Board and the business segments remain fully
responsible for compliance with all legal requirements and
other regulations. The central function reports to the Man-
agement Board on a quarterly basis as well as in a yearly
comprehensive compliance report, listing its activities and,
where relevant, any identified deficiencies and measures
implemented for rectifying those deficiencies. The central
unit also prepares the annual money laundering report.

Risk reporting

Within Siemens Bank, risk reporting to the Management
Board, Supervisory Board and the Risk Committee constitutes
part of risk controlling; reports are submitted both on a regu-
lar basis and ad hoc as required.

The central risk reporting tool is the quarterly overall risk
report, which includes a comprehensive internal capital
adequacy assessment and detailed reports on individual risks
as well as the risk capital planning. The report on internal
capital adequacy is based on a comprehensive internal capi-
tal adequacy assessment, which includes an analysis of the
current internal risk capital requirement in both normal and
stress scenarios.

The overall risk report is complemented by regular, standard-
ized reports on default risk, market risk, liquidity risk, funding
risk and operational risk.

Default risk is largely reported within the context of the
monthly credit risk report. Reports focus on the economic
and regulatory capital requirement for the credit risks taken
by the Bank and on a detailed portfolio analysis regarding
concentration risk taken by the Bank. The analysis of con-
centration risk includes country risk, industry risk, concen-
trations in particular credit-rating categories and concentra-
tions in individual groups of associated obligors, individual
obligors, project financing risks according to project status as
well as various specific combined industry-country-risks.

Market risk is reported monthly as well as daily. The focus of
the monthly reports is on the economic capital requirement
for the market risk taken on by the Bank. The daily reports
focus on the monitoring of the operational value at risk
limits.

The reporting of liquidity risk is performed monthly and
through the daily liquidity gap profile. Funding risk is also
reported daily. Risk reporting is focused on the economic cap-
ital requirement for the funding risk taken on by the Bank, on
monitoring the operational liquidity and funding limits and
on the regulatory key indicators relating to the liquidity cov-
erage ratio and net stable funding ratio as well as the mini-
mum liquid assets (for the Singapore Branch).

The reporting of operational risks is part of the quarterly
overall risk report. Losses in excess of €50 thousand as well
as losses from fraud or incidents with an impact on reputa-
tion are reported on an ad hoc basis to the Management
Board. Additionally, a detailed report is prepared showing the
results of the yearly self-assessment as well as the resulting
action plans. Implementation of the measures is monitored
on a quarterly basis.
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2.2.2 Internal control system for
accounting processes

Objective

The objective of external financial reporting is both to deter-
mine the measurement of dividends and to provide infor-
mation in the proper manner and by the specified deadline
dates to the users of the annual financial statements and
management report. Siemens Bank has established an inter-
nal control system for its accounting processes, the purpose
of which is to ensure that external financial reporting is con-
ducted in the proper manner and breaches of accounting
standards are avoided.

Responsibilities

Accounting & Controlling is responsible for external finan-
cial reporting and for the internal control system related to
accounting processes. This department reports to the CFO
of Siemens Bank.

Processes and controls are also included in the auditing
activities of the internal audit function.

Procedure

The procedures and the internal control system for account-
ing processes are fully documented in process descriptions
and work instructions. Accounting and valuation methods are
described in the Siemens Bank accounting policy.

Generally accepted accounting and valuation principles are
applied when preparing the annual financial statements and
management report. The appropriateness of these principles
is regularly reviewed.

As far as possible, automated IT-based accounting procedures
are used in order to reduce operational risk when preparing
financial statements. Any modifications in IT systems relevant
to accounting are subject to standardized authorization and
verification procedures. Suitable reconciliation activities and
controls ensure the quality of the data processing. Manual
entries are subject to additional process checks. A contin-
gency plan has also been put in place to cover accounting
processes.

Further development and quality assurance

The internal control system for accounting processes and the
underlying guidelines and work instructions are reviewed for
their appropriateness once per year and additionally if trig-
gered by a particular event. A review is also carried out as
part of the authorization process for new products to estab-
lish whether and to what extent the existing rules and regula-
tions need to be modified.

Training plans have been defined for the employees in
Accounting & Controlling. These plans are revised and
updated periodically.
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2.2.3 Integrated risk-return management
and internal capital adequacy

Integrated risk-return management

The management of internal and regulatory capital adequacy
requirements, the management of liquidity risk, monthly per-
formance controlling and the management of costs arising in
connection with internal and regulatory capital requirements
form an integral part of integrated risk-return management
at Siemens Bank.

The monitoring and control of internal and regulatory capi-
tal adequacy enables the Bank to ensure on an ongoing basis
that the risk taken on by the different fields of activity at
Siemens Bank is always consistent with the available capi-
tal both at the bank-wide level and within individual types of
risk. The Management Board of Siemens Bank specifies the
capital resources necessary for the Bank based on the busi-
ness and risk strategies and in accordance with the defined
target returns and strategic risk requirements. As part of the
Bank’s internal capital adequacy activities, the Management
Board ensures on a continuous basis that there is an appro-
priate ratio between the Bank’s risk profile and its available
risk-taking potential.

Within the overall context of integrated risk-return manage-
ment, risk capital management is complemented by the
monitoring and control of liquidity risk. Siemens Bank may
only take on liquidity risk within the risk tolerance param-
eters specified by the Management Board. The critical factor
when specifying the risk tolerance and the associated limits
is to ensure the solvency of Siemens Bank, even if a serious
crisis should occur.

The costs of internal capital adequacy requirements are
factored into pricing and are integrated into performance
measurement. Key performance indicators of pricing are the
Economic Value Added (EVA) and the Return on Equity (RoE)
based on the Return on Risk adjusted Capital (RoRaC).

Internal capital adequacy

Siemens Bank has drawn up a concept for monitoring its
internal capital adequacy to ensure that it has sufficient capi-
tal and liquidity at all times as required by section 25a KWG.
The Bank’s Management Board reviews the internal capital
adequacy concept on an annual basis and in the interven-
ing period if warranted by a change in circumstances and
modifies the concept where required and in compliance with
the business and risk strategy. The modified concept is then
approved by the Bank’s Supervisory Board.

The internal management and limitation of risk at Siemens
Bank is based on both the economic perspective and the
normative perspective.

Annual Report 2023 | Siemens Bank

The economic perspective is based on a comprehensive risk
approach combined with a high confidence level, the primary
objective of which is to provide effective protection for credi-
tors. The confidence level is in this case based on Siemens
Bank’s current target rating of A/A-. This target rating means
the target probability of surviving is 99.95% with a risk hori-
zon of one year.

The normative perspective combines the requirements of
regulatory capital adequacy and internal capital adequacy
with the objective of ensuring adequate capital resources at
all times.

For the risk-taking potential, both in the economic and in the
normative perspective, Siemens Bank takes into account the
entire Tier 1 and Tier 2 capital of Siemens Bank, in as far as
its individual components have all loss-absorbing character-
istics as provided for in the Guidelines on Capital Adequacy
("Leitfaden Risikotragfahigkeit”). For the economic perspec-
tive, the risk-adjusted present value of the portfolio is used as
a basis for the entire available risk-taking potential, which in
general is higher than the regulatory Tier 1 and Tier 2 capital.
The surplus of the risk-adjusted present value of the portfolio
exceeding the Tier 1 and Tier 2 capital constitutes the addi-
tional risk-taking potential in the economic perspective. This
is only used to cover the stress scenario and the non-material
risks. The calculation of the overall risk-taking potential is
based on the loss-free valuation of the portfolio, with hid-
den charges, hidden reserves, expected losses from credit
risk, the costs for the full elimination of liquidity gaps and the
expenses for the management of the portfolio being taken
into account. In addition to this, the value at risk for business
risks (in terms of net present value margin risk) and a per-
centage safety buffer are deducted.

As of September 30, 2023, the risk-taking potential of
Siemens Bank from the economic perspective consisted of
the following:

(€ million) 2023 2022
Tier 1 capital 1,075.0 1,050.0
Tier 2 capital 159.0 59.0
Additional risk-taking potential 195.4 395.1
Total risk-taking potential 1,429,4 1,504.1

Figure 4: Composition of the risk-taking potential

Internal capital adequacy in the economic perspective is
measured by comparing the internal capital requirement with
the available and allocated risk-taking potential.

The Management Board allocates the available risk-taking
potential to the individual types of risk, based on the Bank's
business and risk strategies. This allocation process is sup-
ported by a regular risk inventory. The risk inventory includes
a comprehensive analysis of the risk factors in the respective
business segments as well as a review of the related methods
and models that are used, as well as a review of the capital
allocation to the individual risks for Siemens Bank. The indi-
vidual risks are classified according to their materiality on

the basis of these analyses as well as further appraisals. After
carrying out the risk inventory, the risk-strategy measures
and objectives are defined for the various types of risks. The
objectives and measures for the individual types of risks are
continuously monitored by the back office.

Siemens Bank currently classifies the following types of risk
as material:

» Default risk

» Market risk

>

» Liquidity risk (in the sense of risk of insolvency)
» Funding risk
» Operational risk

In order to quantify internal capital requirement for default
risk, market risk and funding risk, Siemens Bank uses value at
risk approaches with a confidence level of 99.95% and a risk
horizon of one year. This also applies to business risk, which
is classified as non-material and taken into account when
determining the additional risk-taking potential. Operational
risk is quantified according to the basic indicator approach
pursuant to CRR Il.

Liquidity risk (in the sense of risk of insolvency) is not cov-
ered by risk capital as part of the internal capital adequacy
analysis because there is no meaningful way in which this
can be achieved. Instead, liquidity risk (in the sense of risk
of insolvency) is managed by using a liquidity gap profile
including a system of limits specified by the ALM Committee.
These limits are derived from Siemens Bank’s liquidity risk
tolerance. Here, the system of limits is monitored, analyzed
and reported holistically together with the CRR Il capital and
liquidity requirements.

Allocation of the risk-taking potential and the risk capital
requirements for the economic perspective in the normal
scenario are as follows as per September 30, 2023:
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(€ million)

2023 2022

Risk-taking Required risk Risk-taking Required risk

potential capital potential capital
Risk capital for operational risk 35.0 31.4 35.0 29.0
Risk capital for default risk 700.0 487.5 700.0 527.4
Risk capital for market risk 100.0 86.3 50.0 34.5
Risk capital for refinancing risk 30.0 8.2 40.0 16.8
Normal case 865.0 613.5 825.0 607.7

Figure 5: Allocation of the available risk-taking potential and risk capital requirement by risk type from the economic perspective

Siemens Bank measures internal capital adequacy in the nor-
mal scenario by comparing the allocated risk-taking potential
for all material risks with the overall risk capital requirement.
When determining economic capital requirements, Siemens
Bank does not assume that there will be any diversification
effect between the individual risk types. Internal capital ade-
quacy in the normal scenario was ensured at all times during
the fiscal year.

During the fiscal year, several adjustments were made
regarding the value at risk approaches used. This relates

to default risk with a further development of the methods
regarding the integration of ESG risks and more differentiat-
ed correlation assumptions. For market risk and funding risk,
the method was changed from the parametric approach to
the historical simulation. The following table shows the com-
parative prior-year values on the basis of the new methods:

Risk capital requirement (€ million) 2022 2022
(new method) (actual)
Risk capital for operational risk 31.4 29.0 29.0
Risk capital for default risk 487.5 555.7 527.4
Risk capital for market risk 86.3 74.0 34.5
Risk capital for refinancing risk 8.2 2.4 16.8
Normal case 613.5 661.1 607.7

Figure 5a: Comparative calculation for risk capital requirement by type of risk from the economic perspective

For default risk, this comparative calculation produces
required economic capital as of September 30, 2022 of
€555.7 million, which is an increase by €28.3 million com-
pared to the actual recognition on that date. Of this amount,
€10.6 million results from the additional ESG risk factor, the
rest of the change goes back to the further development of
correlation assumptions.
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Risk-taking potential and the risk capital requirements in the

stress scenario are shown in the following table:
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(€ million) 2023 2022
Risk-taking potential in stress scenario 1,385.0 1,449.3
of which additional risk-taking potential in stress scenario 151.0 340.3
of which core risk-taking potential 1,234.0 1,109.0

Risk-taking Required risk Risk-taking Required risk

potential capital potential capital
Risk capital for operational risk 35.1 30.3
Risk capital for default risk 718.0 779.0
Risk capital for market risk 121.6 51.7
Risk capital for refinancing risk 15.1 41.3
Risk capital for business risk 275.2
Buffer for other non-material risks 25.0 40.0
Stress case total 1,385.0 914.9 1,449.3 1,216.5

Figure 5b: Risk-taking potential and risk capital requirement by type of risk from the economic perspective in the stress scenario

In the stress scenario, the risk-taking potential is reduced by
the losses expected in the stress case of €44.4 million. The
additional risk-taking potential in a stress scenario serves to
cover non-material risks as well as risks in a stress scenario.
Only the core risk-taking potential (Tier 1 and Tier 2 capital) is
used to cover the material risks.

Utilization of the risk-taking potential in the stress scenar-

io decreased from €1,216.5 million to €914.9 million dur-

ing the fiscal year. The main reason for this is that starting
with fiscal 2022/2023, business risk is no longer deducted
when calculating the risk-taking potential, and is therefore
no longer reported as a separate risk. It also contributes to
the reduction of the risk-taking potential in the stress sce-
nario by €64.3 million. Other risk types currently classified by
the Bank as non-material — such as strategic risk and model
risk — are together covered by an overall safety buffer which
was reduced year-on-year, as improved models were intro-
duced during the current fiscal year. The highest utilization of
risk-taking potential in the stress scenario was at the end of
the first quarter of the fiscal year. Internal capital adequacy
under stress was ensured at all times during the fiscal year.

Internal capital adequacy in the normative perspective as per
September 30, 2023 was as follows:

(€ million) 2023 2022
Normative risk-taking potential 1,234.0 1,109.0
Tier 1 capital 1,075.0 1,050.0
Tier 2 capital 159.0 59.0
Risk capital for operational risk 44.5 39.1
Risk capital for default risk 933.8 901.4
Risk capital for market risk 3.2 0.0
Risk capital for refinancing risk 8.2 16.8

Total capital requirements in the normative
perspective 989.7 957.3

Figure 6: Risk-taking potential and capital requirements by risk type in
the normative perspective (prior-year figures before approval of financial
statements)

The risk-taking potential in the normative perspective corre-
sponds to the regulatory capital without adjustment for pru-
dential valuation, in line with the core risk-taking potential of
the economic perspective.
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When determining the normative capital requirement in the
“base case”, Siemens Bank does not assume that there will be
any diversification effect between the individual risk types.
All major risk types are taken into account, with the excep-
tion of liquidity risk (in the sense of a risk of insolvency),

as this, as in the economic perspective, is not possible in a
meaningful way. The capital requirements for default risk,
market risk and operational risk are determined using the
regulatory approaches. Capital requirements for funding

risk follow the economic perspective approach. Other risks
are not taken into account. The utilization of the risk-taking
potential in the normative “base case” increased from €957.3
million to €989.7 million in the course of the fiscal year. The
highest utilization of risk-taking potential was at the end of
the fiscal year. Internal capital adequacy was ensured at all
times.

In the “adverse case”, corresponding adverse assumptions are
made to reflect the development of the individual risk types
and to reduce the available risk-taking potential. Even in the
“adverse case”, internal capital adequacy was ensured at all
times during the entire fiscal year.

Against the backdrop of market movements in the inter-

est rate environment, the Management Board considers risk
development to be challenging. Nevertheless, the Board

is satisfied overall with the development of internal capi-

tal adequacy in the past fiscal year. Economic risk capital
requirements for credit risk fell in the reporting year, and the
other effects on risk-taking potential resulting from geopo-
litical changes, disruptions in supply chains and market price
fluctuation continue to be controllable. For fiscal 2023/2024,
Siemens Bank expects, based on the business and risk strate-
gy, that internal capital adequacy, both in the normal scenar-
io and in the stress scenario or “adverse case”, will continue
to be ensured at all times.

Stress testing

In the context of internal capital adequacy, Siemens Bank

has defined appropriate stress test scenarios for each mate-
rial risk. The stress tests are aligned with the objectives and
action plans defined in the business and risk strategies as
well as the regulatory requirements in MaRisk. The imple-
mentation of stress tests is based on the Stress Testing Policy
agreed on by the Management Board. This Policy is reviewed
and, if required, modified in response to circumstances, but,
in any case, at least once a year. Internal methods for mea-
suring material risks are used in implementing the stress
tests. The input parameters for the various models are adjust-
ed on the basis of both hypothetical and historical stress
scenarios. The Bank analyzes both risk-specific scenarios and
overarching scenarios that involve some or all risk types.
Stress testing is integrated into the analysis of internal capital
adequacy to enable the Bank to identify any need for action
at an early stage and ensure internal capital adequacy even
when tough market conditions prevail. For the economic per-
spective, this is done in the stress scenario, and for the nor-
mative perspective in the “adverse case”.
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The most significant risk in the economic perspective as well
as in the normative perspective is default risk, which is also
the main driver behind the increased risk-taking potential uti-
lization in the stress case and the “adverse case” respectively.
This reflects Siemens Bank’s business and risk strategies.

Regulatory capital adequacy

In addition to internal capital management within the con-
text of internal capital adequacy and the management of
liquidity risk, there is a second component of capital adequa-
cy management within Siemens Bank, namely the monitoring
and control of regulatory capital adequacy and of key liquid-
ity ratios in accordance with CRR II.

As of September 30, 2023, the composition of regulatory
capital at Siemens Bank was as follows:

(€ million) 2023 2022
Tier 1 Capital
Paid-up capital instruments 5.0 5.0

Adjustments due to the requirements for
prudent valuation -47.0 -16.7

Capital reserves and other eligible reserves
1,070.0 1,070.0

1,028.0 1,058.3

Tier 2 capital

Total Tier 2 capital before capital adjustment

items pursuant to section 10 (2b) KWG 159.0 59.0

Adjustment items for Tier 2 capital pursuant

to section 10 (6) and (6a) KWG 0.0 0.0
159.0 59.0

Total modified available capital pursuant
to section 10 (1d) KWG 1,187.0 1,117.3

Figure 7: Composition of regulatory capital according to the final finan-
cial statements as of September 30, 2023 (prior-year figures according to
adopted financial statements)

Siemens Bank uses the standardized credit risk approach for
the purposes of measuring and covering the regulatory capi-
tal requirements with respect to default risk. It uses the stan-
dardized approach for measuring market risk and the basic
indicator approach for measuring operational risk.
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(€ million) 2023 2022
1. Default risk

Standardized credit risk approach

Central governments 0.0 0.0
Institutions 0.3 0.5
Corporates 621.5 642.5
Items with particularly high risk 18.4 8.8
Other 19.8 9.0
Overdues 0.3 0.3
Sum of default risk 660.2 661.1

2. Market risk

Standardized approach 2.3 1.9
- of which: currency risks 2.3 1.9
Sum of market risk 2.3 1.9

3. Operational risk

Basic indicator approach 31.4 31.4
Sum of operational risk 31.4 31.4
Total capital requirements 694.0 694.5

Figure 8: Regulatory capital requirements as of September 30, 2023
(prior-year figures according to adopted financial statements)

Siemens Bank must ensure a total capital ratio of 11.3%
according to CRR Il in conjunction with the relevant provi-
sions of the KWG. The total capital ratio also includes the
capital preservation buffer and the anti-cyclical buffer which
must be furnished from Common Equity Tier 1 capital. The
total capital ratio is the ratio of the total amount from risk-
weighted assets to Siemens Bank’s regulatory capital. As

of September 30, 2023, the total capital ratio (Pillar I) for
Siemens Bank was 13.68% according to the final financial
statements (previous year: 12.87% according to the adopt-
ed financial statements). The Tier 1 capital ratio (Pillar 1) is
11.85% according to the final financial statements (previous
year: 12.19% according to the adopted financial statements).
Both ratios are therefore higher than the capital ratios speci-
fied by the regulatory requirements.

The difference between the required regulatory capital of
€694.0 million (previous year: €694.5 million according to
the approved financial statements) and the required econom-
ic risk capital in the normal scenario of €613.5 million (previ-
ous year: €607.7 million) is the result of Siemens Bank using
its own risk models in the calculation of the required eco-
nomic capital.

2.3 Default risk

Siemens Bank understands default risk to mean possible loss
of value resulting from partial or complete default or from

a deterioration in the credit rating of customers of Siemens
Bank. Within default risk overall, Siemens Bank makes a dis-
tinction between credit risk, counterparty risk and issuer risk.

The framework of rules and regulations for identifying, man-
aging and monitoring default risk comprises the Credit Policy
and its associated guidelines for default risk management.
The Credit Policy is a comprehensive description of proce-
dures, tools, roles and responsibilities for all persons involved
in the process. The Policy is reviewed at least once a year to
ensure that it is up to date.

Credit risk

Credit risk refers to the risk that a borrower will fail to meet
its obligations to Siemens Bank under a loan agreement,
either partially or in full. Credit risk also includes transaction
risk under loan agreements, the risk of default in connection
with deposits made by Siemens Bank and country risk. Coun-
try risk is the risk of constraints on monetary transfers or cur-
rency conversions as a result of official decisions or political
restrictions in a particular country. Country risk also includes
sovereign risk, i.e., the credit risk in relation to governments
or central banks. Credit risk is the principal form of default
risk to which Siemens Bank is exposed.

Counterparty risk

Counterparty risk refers to the risk that a counterparty in a
forward or derivative transaction will fail to meet its obliga-
tions to Siemens Bank, either partially or in full. In the last
fiscal year, Siemens Bank was not exposed to any significant
risk amounts in connection with counterparty risk because of
the low number of derivative risk positions held by the Bank.

Issuer risk

Issuer risk is the risk of deterioration in the credit rating of an
issuer or the risk that an issuer will default, either partially
or in full. On September 30, 2023, Siemens Bank was only
exposed to issuer risk positions through short-term bonds
(treasury bills) with maturities of less than one year.
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2.3.1 Risk classification

The classification of risk and the associated credit rating for
Siemens Bank customers play a key role in the process for
granting loans, assessing new business and determining the
internal risk capital requirement. Siemens Bank has a num-
ber of rating procedures at its disposal for determining cus-
tomer credit ratings. The rating procedures are based on the
attributes of the different customer groups and on specific
product features; for example, there are separate criteria for
determining ratings in connection with project finance enti-
ties. Rating procedures are based on statistically validated
models and are optimized on an ongoing basis. Regular vali-
dation and regular backtesting form the core of this optimiza-
tion process to ensure that the Bank achieves the best pos-
sible level of forecast quality and discriminatory power within
its rating procedures.

Siemens Bank has defined ten rating classes to enable it to
achieve a meaningful differentiation between credit ratings.
There are up to three further subclasses within each rating
class (e.g., 3+, 3, 3-). This system therefore consists of a
total of 19 different credit rating categories overall. The rat-
ing categories can be reconciled with external credit ratings
using a conversion table. If credit ratings are available from
an external provider in any particular instance, these external
ratings can be used as an input for a credit rating procedure.
All external credit ratings used by the Bank in its risk classi-
fication procedures are obtained exclusively from S&P, Fitch
or Moody's. Even if an external credit rating is used, Siemens
Bank still carries out a credit rating analysis using its own
knowledge and information. Credit rating classes 1to 7 are
used for unproblematic customers.

If a borrower is classified with a credit rating of 8+ or worse,
the borrower concerned is usually made subject to inten-
sive loan management. Intensive loan management also
takes place without a downgrade to a rating of 8+ or worse
if other criteria for intensive loan management are met —
e.g., a request by the customer for forbearance measures. If
a borrower is classified with a credit rating of 9 or worse, the
borrower concerned is transferred to the problem loan man-
agement unit. Rating category 9 covers all borrowers who are
subject to loan restructuring; category 10 comprises all bor-
rowers already in default and in the process of winding up.

The risk classification process also always takes into account
the country risk associated with a borrower. The credit rating
for a borrower must always be considered in relation to the
rating for the borrower’s country and is generally subject to
an upper limit based on the country risk.

A borrower’s credit rating is reviewed at least once a year on
the basis of the latest available information. Credit ratings
are reviewed immediately if there are changes in specific bor-
rower circumstances or significant changes in the economic
environment.
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2.3.2 Portfolio management and modeling

The lending portfolio is managed using an integrated
approach comprising management of expected and unex-
pected losses, procedures for early detection of risk, stress-
testing procedures and a comprehensive assessment
approach for new business.

Expected loss

To determine the expected loss, the Bank forecasts the aver-
age loss it expects based on the current credit rating and the
current expected recovery rate for each and every borrower.
The expected loss is a key figure in portfolio analysis and a
key input variable for pricing new business. When determin-
ing risk as part of the portfolio analysis, the expected loss is
calculated for a period of one year; the maturity of the expo-
sure is used for the purpose of pricing new business.

Unexpected loss

A credit-value at risk approach is used to analyze lending
portfolio risk and to determine the economic capital require-
ment. The credit value at risk serves to quantify an unex-
pected loss and is a key risk variable in portfolio modeling.

In this calculation, Siemens Bank uses a risk horizon of one
year and a confidence level of 99.95%. The confidence level
is derived from Siemens Bank’s target rating of A/A-. Credit
risk modeling at the portfolio level uses a simulation-based
asset-value model. The asset-value model simulates the prob-
ability of default of the borrower using the borrower’s return
on company value. To determine the return on company
value, Siemens Bank uses a multifactor model comprising
both macroeconomic and borrower-specific factors. Custom-
ers with similar economic characteristics are aggregated

into risk units in order to calculate the unexpected loss. The
stronger the correlation between a risk unit and macroeco-
nomic factors, the greater the fluctuation in this unit’s prob-
ability of default in the event of changes in the macroeco-
nomic factors. The fluctuation in the macroeconomic and the
borrower-specific variables, and therefore the probability of
default, is simulated using a Monte Carlo approach. For this
purpose, the correlation assumptions were further specified
in the past fiscal year, in particular in order to be able to bet-
ter simulate regions with higher systematic risk. This resulted
in an increase in unexpected loss, which is also reported in
the analysis and comparative calculation as per September
30, 2022.
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A loss distribution for the lending portfolio is generated from
the resulting changes in the probability of default. In addi-
tion to the correlations of the risk units, another key input
variable for the Monte Carlo simulation is the probability of
a credit rating migration. To obtain this data, the Bank draws
up a table based on historical credit rating migrations. At
each stage in the Monte Carlo simulation, the table provides
the probability of migration to a better or worse rating cat-
egory for each risk unit. The simulated loss distribution takes
into account not only losses due to a migration to a default
class, but also economic losses by a risk unit caused as a
result of the deterioration in credit rating. The exposure for a
risk unit comprises the loan amount paid out and any weight-
ed amount related to open external credit lines.

In addition to losses due to rating migration, the portfolio
model also takes into consideration fluctuations of the recov-
ery rate and asset recoveries. While negative recovery fluc-
tuations lead to higher loss in the event of rating migration,
asset recovery fluctuations lead to direct loss in market value.

In addition to this, a measurement of ESG risks was incorpo-
rated into the lending portfolio model in the past fiscal year,
which increases the risk horizon for non-sustainable loans.
This resulted in an increase of unexpected loss, which is also
reported in the analysis and comparative calculation of the
data as per September 30, 2023 versus September 30, 2022,
as shown in chapter 2.3.5.

For customers with specific loan loss provisions, the exposure
is reduced by the value of the specific loan loss provision. The
credit value at risk and the risk contributions for the risk units
are then derived from the loss distribution. In addition to the
credit value at risk, the risk contributions from the largest
portfolios and segments are also calculated in order to mea-
sure concentration risk.

Country risk

Country risk is measured by analyzing concentration risk for
individual countries in terms of economic capital require-
ment and credit exposure. Country risk is limited both by
preventive action in which exposure limits must be adhered
to during the course of the credit process and by the ongoing
analysis of concentration risk in individual countries.

Backtesting and validation

Siemens Bank carries out monthly backtesting of the risk clas-
sification and probabilities of default as well as an analysis

of rating migrations in order to ensure and refine the level

of quality in its modeling of expected and unexpected loss
(credit value at risk). In addition, other parameters used in
determining risk are examined as part of an annual review of
risk models and rating procedures. Backtesting of rating pro-
cedures in terms of discriminatory power and forecast quality
takes place monthly. If there are any anomalies, the results
are used as the basis for adjusting the structures and the
methodology of the rating procedures.

In the past fiscal year, the validation of the level of probability
of default allocated to the rating classes resulted in an urgent
adjustment requirement to reduce the probability of default.
In this context, it was decided for almost all rating classes to
reduce the probabilities of default, which led to a reduction
in general loan loss provisions as per September 30, 2023 by
€7.07 million and a reduction in required economic capital.

Pricing

As part of the credit process, new business is assessed using
measurement methods and pricing tools. These methods and
tools factor in funding costs, expected losses and tax effects
as well as administration expenses and the costs in connec-
tion with economic risk capital. All the essential aspects of
risk and return are therefore taken into account in the assess-
ment of new business. The parameterization of the pricing
tool is based on the parameterization defined within the
portfolio management process and thereby ensures consis-
tency with the Bank’s integrated risk-return management. Key
figures determined from the pricing process are the EVA and
the RoE based on the RoRaC of such new business.

Early detection of risk

Early detection of risk is based on established reporting and
monitoring processes, which were again reviewed during the
past fiscal year and re-adjusted by concretizing early warning
indicators. Portfolio and transactions are regularly monitored
against pre-defined qualitative and quantitative characteris-
tics that may indicate emerging increased risk. Information is
assessed and classified promptly, and included in any credit
rating assessment. This ensures that ratings are up to date.
Also, if necessary, exposures are monitored more closely and
reviewed at shorter intervals, and suitable measures are initi-
ated (e.g. intensive loan management).

Management report 2. Risk report

Siemens Bank | Annual Report 2023

(translation of the German original)

2.3 Default risk

23



Stress testing

Lending-portfolio modeling and management using credit
value at risk is complemented by targeted sensitivity analyses
and stress tests. The stress tests and sensitivity analyses for
credit risk are carried out regularly for the overall risk report-
ing as well as ad hoc. The purpose of sensitivity analyses is
to consider individual risk factors in isolation. Stress tests,

on the other hand, provide a holistic view for the purpos-

es of assessing credit risk. By integrating stress testing into
the analysis of internal capital adequacy, the Bank is able to
identify any areas in which action is required. Inverse stress
tests also play a specific role. Although these inverse tests

do not form part of the analysis of internal capital adequacy,
they nevertheless constitute important indicators in the early
detection of risk and in the identification of possible risks to
internal capital adequacy.

The model scenarios used for the stress tests take into
account both historical scenarios and the strategic direction
currently being pursued by Siemens Bank. At the core of the
scenarios is a macroeconomic approach that simulates the
impact of a recession on the lending portfolio and the inter-
nal capital adequacy. Within the scenarios, Siemens Bank
makes a distinction between a shallow, a moderate and a
severe recession.

2.3.3 Risk mitigation techniques

The risk classification and the accompanying credit rating of
the borrower form the basis for the credit decision and for
the analysis of the expected and unexpected loss. The bor-
rower’s credit rating itself is determined independently of any
individual transactions and, as a result, also independently

of available collateral. However, collateral still represents an
important component in assessing risk and calculating eco-
nomic capital requirements in a lending transaction.

Types of collateral

In its management of credit risk, Siemens Bank makes a dis-
tinction between two fundamental categories of collateral:

» The first category comprises assets in the form of financial
or other collateral that the Bank can realize in the event of
a default, thereby allowing the Bank to limit the incurred
loss. This category includes, in particular, physical assets in
the case of capital investment loans or project finance as
well as cash collateral.

» The second category comprises collateral in the form of
guarantees furnished not by the borrower but by indepen-
dent third parties, for example government export credit
insurance.
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Collateral management

Both categories of collateral form an integral part of credit
risk management at Siemens Bank, provided that such col-
lateral meets internal requirements for collateral that can be
accepted by the Bank. Specifically, collateral in the second
category is only acceptable if the credit rating of the guar-
antor is better than the rating of the original borrower, the
guarantee is directly legally enforceable, all documentary
requirements are met and the guarantor is not an individual.
In the case of syndicated loans, management of collateral
may be transferred to another bank that is a member of the
loan syndicate.

Collateral in the first category results in a reduction in the
expected and in the unexpected loss because the recovery
rate for the transaction has been increased or because an
asset recovery is recognized. Collateral in the second catego-
ry also leads to a reduction in the expected and unexpected
loss in that the credit rating of the guarantor is also factored
into the calculation.

2.3.4 Risk allowances

Siemens Bank recognizes individual allowances for loans clas-
sified as subject to problem loan management. These allow-
ances are intended to cover the expected loss after taking
into account any expected proceeds from the realized collat-
eral. Siemens Bank also recognizes general loan loss provi-
sions to cover the latent credit risk in the portfolio of loans
and advances. In doing so, loan loss provision rates based on
the rating, the expected term and the internal estimate of
loss ratios in the event of loss are applied to the non-collater-
alized exposure. The rating also factors in an assessment of
country risk, with the result that any general loan loss provi-
sion recognized by the Bank also covers the assumed latent
country risk. The assumptions that underlie the valuations
are continuously monitored and validated. In order to take
account of the current uncertainties in the geopolitical and
macroeconomic environment, Siemens Bank has established
an overlay in the form of a post-model adjustment for gener-
al loan loss provisions.

As of September 30, 2023, Siemens Bank had total recog-
nized specific and general loan loss provisions of €210.0
million (previous year: €161.0 million). This includes effects
resulting from the post-model adjustment in the amount

of €7.39 million. Specific loan loss provisions include trans-
action-specific assessments of future cash flows, probabili-
ties of default and expected loss rates, taking into account
collateral and, where applicable, restructuring effects. The
increase in risk provisioning is due to provisioning for a few
individual, non-correlated transactions, in particular an expo-
sure in the project financing business which was restructured
due to significant construction delays and cost overruns.
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2.3.5 Analysis of the lending portfolio
as of September 30, 2023

The required economic capital for default risk as of Septem-
ber 30, 2023, was €487.5 million (previous year: €555.7 mil-
lion based on the new method). This capital requirement was
contrasted by an allocated risk-taking potential of €700.0
million.

The required normative capital for default risk as of Sep-
tember 30, 2023, is €933.8 million (previous year: €901.4
million).

Overall, required economic capital as per September 2023
was lower. The amount of required capital is primarily deter-
mined by the lending portfolio volume, borrower credit rat-
ings, collateralization and borrower industrial sectors and
countries. The rating downgrades made within the lending
portfolio exceeded rating upgrades in the fiscal year. Overall,
the adjustments due to validation described in chapter 2.3.2
and the increased specific loan loss provisions (see chapter
1.4) had a reducing effect on required economic capital in the
fiscal year.

The lending portfolio focuses on project financing and cor-
porate loans and is in line with Siemens Bank’s business
strategy.

As of September 30, 2023, the lending portfolio from lending
business and the Treasury's investments as part of liquidity
risk management and asset liability management (excluding
short-term money market investments and treasury bills) had
a nominal value of €7,978.2 million (previous year: €8,075.3
million), of which €7,481.3 million (previous year: €7,549.7
million) was attributable to project financing and corporate,
and €496.9 million (previous year: €629.6 million) to public-
sector borrowers. The focus continues to be on the sectors
renewable energy, transmission and distribution grids as well
as industrial and social infrastructure. Market movements in
the interest-rate environment during the fiscal year had an
impact on borrower credit rating in isolated cases. In project
financing in the construction stage, construction deadlines
were exceeded in isolated cases.

A breakdown of the Siemens Bank lending portfolio by credit
rating as of September 30, 2023, is shown in the following
table.

(€ million) 2023 2022
Rating category Exposure Exposure
Investment grade 2,234.2 2,465.0
Non-investment grade 5,744.0 5,620.3
of which exposures with high 116.2 169.7
probability of default
of wich defaulted exposures 258.8 86.5
Total 7,978.2 8,075.3

Figure 9: Lending portfolio by rating category

As of September 30, 2023, the investment-grade exposure
(rating 1 through rating 5+) totaled €2,234.2 million (previ-
ous year: €2,465.0 million) and the non-investment-grade
exposure (rating 5- through rating 10) totaled €5,744.0 mil-
lion (previous year: €5,610.3 million). There was a total of
€116.2 million of credit exposure with a high probability of
default (rating 9) as of September 30, 2023 (previous year:
€169.7 million). Exposure to default in the lending portfolio
(rating 10) was €258.8 million (previous year: €86.5 mil-
lion). Non-collateralized loans are in general only granted to
customers with an investment-grade rating. The increase in
defaulted exposures is also due in particular to an exposure
in the area of energy production from renewables in Asia.
These exposures at risk of default and defaulted exposures
are already covered to a significant extent by specific loan
loss provisions.

The breakdown of the lending portfolio by geographical area
(based on the country of risk) as of September 30, 2023 high-
lights the Bank’s business strategy of focusing on customers
in Europe, Asia and Australia.

(€ million) 2023 2022

Exposure Exposure
Eurozone 2,844.74 2,847.0
Europe excluding eurozone 2,439.13 2,473.5
Asia 1,760.24 1,865.0
Australia/Oceania 707.95 660.3
America 204.23 200.3
Africa 21.93 29.1
Total 7,978.2 8,075.3

Figure 10: Breakdown of lending portfolio by geographical area

The country group “Europe excluding eurozone” is mainly
attributable to the United Kingdom.
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2.4 Liquidity risk

Siemens Bank only takes on liquidity risk to the extent that
this is necessary to implement its business strategy. The
Bank is only permitted to take on funding risk within tightly
defined limits.

The framework of rules and regulations for identifying, man-
aging and monitoring liquidity and market risk comprises the
Asset Liability Management Policy (ALM Policy) and its associ-
ated guidelines. The ALM Policy is a comprehensive descrip-
tion of procedures, tools, roles and responsibilities for all per-
sons involved in the process. The Policy is reviewed at least
once a year to ensure that it is up to date.

2.4.1 Risk management

Liquidity risk (in the sense of risk of insolvency)

Liquidity risk (in the sense of risk of insolvency) is the risk
that Siemens Bank will not be able to meet its payment obli-
gations (in euros or in a foreign currency) on time or in full.
Siemens Bank uses a detailed, multicurrency liquidity gap
profile to manage liquidity risk. In this profile, the balances of
all deterministic, optional and modeled cash flows are report-
ed on a daily basis. A subsequent gap analysis for the indi-
vidual time brackets then ensures that any emerging liquidity
shortfall is detected at an early stage and that Siemens Bank
can meet its payment obligations at all times. In a procedure
in line with the method used for the multicurrency liquidity
gap profile in euros, individual liquidity gap profiles are gen-
erated and analyzed daily for each key currency.

In order to ensure that liquidity is maintained during the
course of the day, the latest account balances are continu-
ously monitored.

If a liquidity shortfall arises nevertheless, Siemens Bank has a
liquidity contingency plan that defines communication chan-
nels and a comprehensive range of contingency measures.

Monitoring and measurement of the liquidity coverage
ratio, net stable funding ratio and minimum liquid assets
(for the Singapore Branch) are integrated into daily liquidity
management.

Funding risk

Funding risk is the risk that Siemens Bank will only be able
to close gaps in its liquidity gap profile by obtaining funds at
increased market interest rates. The maximum present value
loss arising from changes in funding terms and conditions is
calculated daily in the form of liquidity value at risk (LVaR)
based on the net cash flows determined in a spread-sensitive
liquidity gap profile.
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Limit structure

Siemens Bank defines its liquidity risk tolerance over a
period of twelve months and thereby limits the gaps deter-
mined in the liquidity gap profile. Liquidity risk controlling
continuously monitors compliance with these limits. For the
time period of up to one month, the limit is represented by
a short-term liquidity buffer, which is always determined as
a result of the stress tests for the liquidity risk and adjusted
on a monthly basis. Limits in place for other time periods of
up to one year are adjusted yearly and are based on the total
asset volume. If a limit is exceeded, the ALM Committee
must be informed without delay and action must be initiated
to restore compliance with the limit.

Funding risk is managed through operational value at risk
limits at bank-wide level. Liquidity risk controlling continu-
ously monitors compliance with these limits. If a limit is
exceeded, the ALM Committee must be informed without
delay and action must be initiated to restore compliance
with the limit. The operational management is the responsi-
bility of the Treasury department of Siemens Bank. Siemens
Bank takes on funding positions that result in liquidity risk
only within the framework of its asset-liability management.
Derivatives are currently only allowed in order to reduce risk
and not as a means of creating new funding risk positions.

The liquidity ratios LCR and NSFR are also monitored daily
and compared to the triggers derived from the recovery
plan.

2.4.2 Modeling
Modeling

In order to ensure that the liquidity gap profile is a full and
complete presentation of the current liquidity position,
Siemens Bank includes optional and modeled cash flows as
well as deterministic cash flows in the profile. These optional
and modeled cash flows include, for example, outstanding
project finance drawings, committed but undrawn lines of
credit, the notified lending and deposit business, possible
drawings from the guarantee exposure as well as possible
and imminent losses in the lending portfolio. The assump-
tions made allow Siemens Bank to draw up a complete, risk-
adjusted, and comprehensive presentation of its liquidity
position.

Siemens Bank uses an internal liquidity-value at risk model
(LVaR) to measure funding risk. This model was converted at
the beginning of the fiscal year from a parametric model to a
historical simulation. Economic capital is determined by cal-
culating the value at risk with a confidence level of 99.95%
and a risk horizon of one year. Operational value at risk lim-
its are then derived from this calculation. If the operational
value at risk limits are determined and monitored using a
different risk horizon, the Bank ensures that there is always
reconciliation to internal capital adequacy.
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Liquidity buffer

For unexpected liquidity shortfalls, Siemens Bank holds a
buffer consisting of high-quality liquid assets eligible for use
as central bank collateral as well as cash. A core component
of this strategy is Siemens Bank’s participation in Deutsche
Bundesbank’s loan submission program KEV (Krediteinreic-
hungsverfahren). To ensure compliance with the liquidity
coverage ratio and with the minimum liquid assets (for the
Singapore Branch), Siemens Bank has a portfolio of highly
liquid assets.

Stress testing

Siemens Bank has defined hypothetical stress test scenarios
for liquidity risk. These scenarios include both market and
institution-specific liquidity risks. In addition, the Bank also
regularly analyzes a combined scenario. The results of the
stress test scenarios always determine the minimum level of
the required liquidity buffer. The results of the stress tests are
reported in the overall risk report and to the ALM Committee
in the monthly market and liquidity risk report.

The funding risk stress case is calculated with the assumption
of increasing volatilities of the funding spreads as well
as through a simulated reduction in available liquidity.

Backtesting

The modeling assumptions regarding future cash flows
included in the liquidity gap profile and the assumptions used
in the calculation of the LVaR are regularly validated by risk
controlling.

Risk controlling also reviews the defined stress test scenarios.

The early warning indicators defined to highlight a liquidity
shortfall are validated on a regular basis — but, in any case,
at least once a year — to ensure that they are up to date and
complete. On a similar cycle, liquidity risk controlling reviews
the action specified in the event of a liquidity shortfall to
assess whether this action is effective and can be implement-
ed within the required period of time.

2.4.3 Liquidity analysis as of
September 30, 2023

The liquidity gap profile comprising deterministic, optional
and modeled cash flows shows negative cumulative cash
flows in 9-month to 4-year time brackets as of September 30,
2023. All cumulative cash flows up to 6 months are positive.
All operative liquidity limits, including funding limits, were
being complied with at all times. In order to monitor the lim-
its, optional and modeled cash flows are included in these
figures and are already adjusted for risk. Siemens Bank main-
tains a liquidity buffer of assets eligible as collateral with cen-
tral banks, deposits with central banks and other high-quality
liquid assets. As of September 30, 2023, this buffer amounts
to €2,661.2 million (previous year: €2,792.6 million), primar-
ily caused by short-term investments of Siemens AG, which
were deposited with the central bank. The expected survival
horizon is infinite. The business contingency plan fully cov-
ered the potential liquidity gaps.

Within strict limits, deposits are also used for funding the
lending business. Given the largely maturity-matched fund-
ing of the lending business, Siemens Bank had, as of Septem-
ber 30, 2023, a liquidity value at risk of €8.1 million (previ-
ous year: €2.4 million, applying the new method) with a
confidence level of 99.95% and a risk horizon of one year
because of the negative cumulative cash flows in the medi-
um- to long-term liquidity structure. This capital requirement
was contrasted by an allocated risk-taking potential of €30.0
million.

2.5 Market risk

Siemens Bank understands market risk as a possible loss of
value resulting from fluctuations in market prices and from
volatility in financial instruments.

Siemens Bank does not have a trading book. Currently, the
Bank’s business and risk strategy only allows it to enter into
trading deals for the purpose of mitigating risk. To the great-
est possible extent, Siemens Bank therefore avoids market
risk positions and only enters into such transactions within
tightly specified limits. Currently, market risk at Siemens Bank
comprises interest-rate risk and currency risk.

Market liquidity risk is managed in an integrated approach

in conjunction with the management of market risk because
Siemens Bank is only exposed to market liquidity risk as a
result of ordinary interest-rate and currency derivatives that it
enters into to reduce the risk arising from open risk positions.
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2.5.1 Risk management

The Asset Liability Management Committee (ALM Committee)
at Siemens Bank is responsible for asset-liability management
and therefore also for the management of market risk. In par-
ticular, the ALM Committee specifies the operational limits
for the management of market risk based on the risk-taking
potential allocated in the internal capital adequacy concept.

Responsibility for operational management within the sys-
tem of limits specified by the ALM Committee lies with the
Siemens Bank Treasury function. Siemens Bank takes on
market risk positions solely in the context of its asset-liability
management. Derivatives are currently only allowed in order
to reduce risk and not as a means of creating new market risk
positions.

Risk positions are monitored daily by market risk control-
ling. These activities include both the monitoring of compli-
ance with operational limits and an analysis of the financial
income statement on a daily basis. If a limit is exceeded, the
ALM Committee must be informed without delay and action
has to be initiated to restore compliance with the limit.

2.5.2 Modeling

Risk model

Siemens Bank uses an internal value at risk model to measure
market risk. This model was converted at the beginning of
the fiscal year from a parametric model to a historical simula-
tion. Economic capital is determined by calculating the value
at risk with a confidence level of 99.95% and a risk horizon

of one year. Operational value at risk limits are then derived
from this calculation. If the operational value-at risk limits are
determined and monitored using a different risk horizon, the
Bank ensures that there is always reconciliation to internal
capital adequacy.

In addition to measuring present value market risk, Siemens
Bank also calculates a monthly value at risk to measure net
interest income (NII) in accordance with the European Bank-
ing Authority (EBA) guidelines for managing interest rate risk
in the banking book (IRRBB). This NIl value at risk is integrat-
ed into Siemens Bank's quarterly internal capital adequacy
assessment.

Backtesting

The one-day value at risk is backtested in order to ensure the
quality of the forecast produced by the value at risk model.
The change in value in the underlying positions (hypotheti-
cal income statement) is compared with the calculated value
at risk. If the hypothetical income statement exceeds the
calculated value at risk more than five times within a year,
Siemens Bank makes adjustments to the modeling. This may
involve either a general modification of the model or the
introduction of a markup (penalty factor).

28

Stress testing

The measurement of market risk using value at risk is com-
plemented by targeted sensitivity analyses and stress tests.
These analyses and stress tests simulate extreme fluctuations
in individual risk factors or special crisis situations that are
not possible to encompass in the value at risk measurement
approach. The scenarios used in these analyses and tests
are based on both hypothetical portfolio-specific scenarios
and historical data relating to actual extreme fluctuations in
risk factors. The integrated stress tests in the economic risk
adequacy assessment use, in particular, light, moderate and
severe recessions as the basis for the tests.

2.5.3 Market risk analysis as of
September 30, 2023

As of September 30, 2023, the required economic capital for
market risk was €86.3 million (previous year: €74.0 million,
applying the new method). As of September 30, 2023, the
required normative capital for market risk was €3.2 million
(previous year: €0.0 million). Economic capital requirement
rose compared to the end of last year. The predominant part
of this originates from the changes in the interest rate mar-
ket and the increased interest rates in EUR, GBP and USD. The
economic capital requirement was set against an allocated
risk-taking potential of €100.0 million.

2.6 Operational risk

Operational risk (OpRisk) is defined as the risk of losses
resulting from inappropriate or failed processes or technical
systems or inappropriate behavior or failures on the part of
individuals or resulting from external events. This definition
includes legal and reputational risk.

The framework of rules and regulations for identifying, man-
aging and monitoring operational risk is provided by the
OpRisk Policy. This Policy is a comprehensive description of
procedures, tools, roles and responsibilities for all persons
involved in the process. The Policy is reviewed at least once a
year to ensure that it is up to date.

The organizational structure of OpRisk management compris-
es both central and decentralized components. Basic respon-
sibility for the management of operational risk lies at the
decentral level with the relevant Siemens Bank departments
and units. This management is coordinated by an OpRisk
manager appointed by the Management Board. The OpRisk
manager acts as a central point of contact and coordinates all
matters concerning OpRisk management.
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2.6.1 Risk classification and management

Siemens Bank conducts an annual self-assessment in which it
systematically collects and analyzes data on operational risk.
The various risks are then prioritized based on the risk poten-
tial determined in the analysis. Thereafter, the Bank initiates
appropriate measures that are subject to continuous moni-
toring in order to mitigate any critical risks that have been
identified.

Any losses actually incurred above a defined threshold value
are recorded without delay in the Bank’s own database of
losses and analyzed to establish the cause of the losses. The
Risk Committee decides on any action that needs to be initi-
ated, and the OpRisk manager monitors the implementation
of such action.

Siemens Bank also has a comprehensive contingency plan to
ensure that the business can continue to operate in the event
of process or system failures. This plan is regularly reviewed
to verify that it is fit for this purpose.

An early warning system has been implemented on the basis
of key risk indicators. These indicators are monitored monthly
and are regularly screened by the Risk Committee.

Siemens Bank uses the basic indicator approach (BIA) as spec-
ified in CRR Il in order to measure and cover the regulatory
capital requirement for operational risk.

To measure the required economic capital, Siemens Bank
compares the amount determined for regulatory purposes
under the BIA with the risk-taking potential allocated to oper-
ational risk. The Bank also conducts regular stress tests on its
economic capital adequacy requirements as part of the inter-
nal capital adequacy assessment in order to minimize the risk
in this static approach caused by possible fluctuations in the
results of operations.

2.6.2 Risk reporting

Operational risk forms an integral part of the overall risk
report and is subject to regular quarterly and annual risk
reporting. The key risk indicators (KRIs) are monitored and
reported monthly.

Ad hoc reports are also used to report any material losses to
the Management Board without delay. These reports include
any reputational damage or losses due to fraud.

2.6.3 Operational risk analysis as of
September 30, 2023

The total value of losses occurred in the past fiscal year was
below €0.1 million.

The required economic capital for operational risks as of
September 30, 2023 was €31.4 million (previous year: €29.0
million). The required capital is based on the regulatory

calculation specified in the CRR Il and is adjusted yearly by
the Management Board based on the final financial state-
ments. This capital requirement was set against an allocated
risk-taking potential of €35.0 million.

In the past fiscal year, employees continued to work primar-
ily from home and remotely. As in the previous year, there
was no substantial absence of personnel and no substantial
failure of infrastructure or IT systems, so that business opera-
tions were not significantly restricted.

2.7 Business and strategic risk

Business and strategic risk is managed by the Management
Board of Siemens Bank at an overarching level for the entire
Bank rather than as part of the day-to-day business of individ-
ual departments or segments.

Business and strategic risk is assessed during the course of
the process for determining the Bank’s business and risk strat-
egies. Business risk and strategic risk are managed by identi-
fying potential business and specifying target markets as part
of business strategy planning and by subsequently deriving
business-strategy targets and action plans.

Business risk in the sense of a net present value margin risk
represents the quantifiable portion of the business risk. This
is taken into account separately in the internal capital ade-
quacy assessment as a deduction item in the additional risk-
taking potential.

Siemens Bank uses a value at risk model to measure business
risk and applies the uniform confidence level of 99.95% and
a risk horizon of one year. This was converted at the begin-
ning of the fiscal year from a parametric model to the so-
called historical simulation. During the past fiscal year, the
capital requirement for this risk increased significantly from
€76.5 million to €85.8 million. The value for the previous fis-
cal year, based on the old method, was €275.2 million. The
change was mainly due to higher interest-rate and FX vola-
tilities, in particular for the USD and GBP yield curves and the
EUR/GBP exchange rate.

It is not expedient to limit business risk in the sense of net

present value margin risk operationally by imposing a limit
structure; therefore, the Management Board manages this

risk on a bank-wide level. Changes in the overall risk situa-

tion, and therefore also in strategic risk, are analyzed quar-
terly by the Risk Committee. Particular emphasis is given to
analysis of the lending portfolio in terms of strategic align-
ment and trends.

Management report 2. Risk report
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3 Further information

Siemens Bank maintains branches abroad in London, United
Kingdom, and in Singapore. These branches operate in the
lending business and, to a limited extent, also in the fee busi-
ness. In addition to the headquarters in Munich, the office

at the London banking center was established as a second
essential pillar for the acquisition of new business in Europe
and the Middle East, while the Singapore Branch serves to
generate new business in Asia and Australia and to establish
local lending risk management. There are no other branches
abroad.

In fiscal 2022/2023, as in the previous year, Siemens Bank
was involved in a large number of Siemens AG’s group-wide
programs and initiatives, and supplemented these with own
projects due to their great relevance for the Bank:

» Compliance programs to ensure compliance with legal
requirements as an indispensable basis for demonstrat-
ing the integrity of the Group’s business activities so that
Siemens is perceived by stakeholders as a trustworthy
partner;

» ESG — ("Environmental”, “Social”, “Governance”): Key stake-

holders (including shareholders, employees, business

partners, the public, regulators) are increasingly expect-
ing banks to handle Environmental, Social and Governance

(ESG) Risks responsibly. In this context, the Siemens Bank

Credit Policy defines Sustainability Risks as “environmental,

social or governance events or conditions which, if they

occur, have or may potentially have a significant negative
impact on obligors or transactions, or on reputation of the

Bank”. Insofar, sustainability risks are taken into account as

an integral component of the lending decision process.

During the reporting year, a new Sustainability unit was
established which implements regulatory requirements,
establishes an ESG data architecture and trains and sup-
ports sales and risk teams on issues relating to sustain-
ability. The head of Sustainability reports to the Manage-
ment Board, and keeps it informed of ESG-related risks and
opportunities.

The Bank’s ESG Framework (which has been in place since
February 2020) governs the assessment of ESG aspects in
further detail. Key elements are:

»

¥

Identification of new business opportunities requiring an
advanced sustainability assessment

Definition of business areas of no tolerance where no
new business is allowed

¥

4

Guiding considerations for measuring and assessing
sustainability risk
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» In June 2023, BaFin published the seventh amendment
to the German Minimum Requirements for Risk Man-
agement at Banks (MaRisk). Among other aspects, the
MaRisk provides for requirements regarding the integra-
tion of sustainability issues into various risk management
areas, which are being implemented by Siemens Bank.

» Siemens Bank supports investments in sustainable proj-
ects (e.g., by maintaining a strong presence in renew-
able energy and rolling stock and by making inroads into
further areas of sustainable technologies in the field
of e-mobility and energy storage). Also, Siemens Bank
funds projects in the health sector as well as other social
infrastructures.

»

¥

Diversity, Equity and Inclusion: Siemens Bank believes

that a diverse and inclusive corporate culture has a posi-
tive effect on its attractiveness as an employer and there-
fore, indirectly, on its competitiveness. Siemens Bank has
therefore launched an initiative to improve diversity, equal-
ity and inclusion with the broad participation of employ-
ees, with the aim of integrating different ways of think-
ing, backgrounds, experiences and individual qualities, and
supporting employees in different life and work situations
in reconciling professional and private challenges. This
initiative is driven by several sub-projects that specialize

in different topics. For example, in a sub-project on data,
KPls and strategy, a dashboard is being created that quan-
tifies the current situation with regard to the ratio of men
and women at staff and management levels. Other projects
deal with the introduction of an inclusive recruitment pro-
cess and subsequent staff development. Further activities
include the establishment of an internal mentoring net-
work and the provision of training to promote a corporate
culture that values diverse opinions, ideas and open com-
munication. Initiatives to promote work-life balance, for
example through tax-free childcare subsidies and childcare
places linked to employment contracts.

As in the previous year, no non-financial performance indica-
tors were used during fiscal 2023 to manage business.

An extremely important factor in Siemens Bank’s business
performance was the upgrading of the long-term rating to
Aa3 and the re-confirmation of the short-term rating of P-1in
a credit opinion issued by the rating agency Moody's in

June 2023.
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Trends in the economic environment

Apart from Europe, Siemens Bank primarily offers its prod-
ucts in the lending business to customers in the Middle East,
Asia, and Australia. Due to this strategic alignment, economic
development in these regions is particularly important for
business development at Siemens Bank. As a large part of the
Siemens Bank lending portfolio is denominated in U.S. dol-
lars, the economic development in the U.S.A. is also signifi-
cant for Siemens Bank.

Global growth next year is expected to further weaken to
2.3%, and to remain below 3.0% in the long term. Economic
dynamics in most advanced countries are dampened in the
short term by restrictive monetary and fiscal policies, which
are necessary to curb inflation and to bring public finances
back to a sustainable path. Governments are confronted with
increasing fiscal pressure due to rising debt loads and addi-
tional expenditure caused by an aging population, climate
change, and defense costs. At the same time, there are major
geopolitical tensions. The new escalation of the conflict
between Israel and Gaza may result in a major regional con-
flict in which other parties, such as Iran and Lebanon, may be
involved. Continuing risks arise from the war in Ukraine. Both
the Israel-Gaza conflict and the war in Ukraine may have a
detrimental impact on the supply of oil and gas, which would
impede the fight against inflation. Negative influences on the
market environment may be caused by other risks, such as
supply chain disruptions.

According to estimates, inflation will further recede during
the coming year, but will remain above the central banks’ tar-
get rates in most economies. Inflation rates in the eurozone,
the United Kingdom and the U.S.A. of around 2% will —
according to forecasts — not be able to be reached before
2025. Up to now, total inflation in the advanced economies is
forecast to be 4.6% next year, with core inflation in the G20
states at 2.8% (source: OECD). The latter reflects the easing
cost pressure. Wage increases to compensate for falling real
wages will be lower, despite persistently tight labor markets
in the advanced economies. The increase in energy prices in
2021-22 has been reflected in increased prices of other goods
and services. However, there is a risk that supply shocks and
therefore price increases in the global commodities markets
could occur again. OPEC+ members have implemented pro-
duction cuts since the summer of 2023 which resulted in an
immediate rise in oil prices. As reduced production quotas
are intended to be maintained next year, the assumptions
regarding future oil prices were adjusted upwards during

the year. Currently, we expect a nominal oil price for Brent
crude oil of USD82/bbl in 2024. Food prices will also remain
volatile globally, due to the El Nino weather phenomenon

in large parts of Asia and the termination of the grain deal
between Ukraine and Russia. In view of persistent inflation in

the advanced economies, there is uncertainty regarding the
adequate tightening of monetary policies and the speed of its
transition to and impact on the real economy. An initial reduc-
tion of interest rates by the Federal Reserve is expected for
the spring of 2024, the European Central Bank and the Bank
of England will follow suit with a certain time lag.

Alongside the impact of restrictive monetary policies, the
weak economy in China is increasingly becoming a risk fac-
tor for the global economy. Gross domestic product in China
will grow by only 4.6% next year, and will remain on this level
in the long term, with negative consequences for China’s
trade partners. The economy in India, however, is support-
ed by strong domestic demand which will lead to an eco-
nomic growth of 6.2% on average per year during the period
between 2024 and 2026. The growth outlook for other devel-
oping economies in the Asia-Pacific region is characterized
by a lack of demand from important export markets, expand-
ing domestic demand and shifting international trade and
investment flows. Australia will see a slight increase in its
gross domestic product in the coming year, to 1.5% after 1.3%
in the current year. The U.S. economy is expected to grow at
the same rate in 2024 through 2026, whilst the outlook for
the European Union with an aggregated increase in gross
domestic product of 0.8% is more moderate for 2024. Eco-
nomic growth in the member states France, Germany, Spain
and Sweden, which are important for Siemens Bank, will in all
cases be below the overall European growth rate. The econ-
omy in the United Kingdom is expected to contract by -0.1%
next year.
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Opportunities and risks in fiscal 2023/2024

Siemens Bank shares the expectation that economic develop-
ment in fiscal 2023/2024 will be strongly influenced by the
impact of the Ukraine conflict and other uncertainties aris-
ing from the recent escalation of conflicts in the Middle East.
Based on the cited forecasts, Siemens Bank expects a scenar-
io in which the global economy will continue to face many
risks and uncertainties in the coming fiscal year, with poten-
tially significant industry-specific and regional differences.

In general, Siemens Bank expects that, based on its portfolio
structure with a high proportion of project financing business
and a broadly diversified corporate lending business, it will
continue to perform well even in this difficult environment.
Siemens Bank believes that the demand for project finance
and investment loans will remain on a level that is similar to
that of the previous years, as the planning cycles for infra-
structure projects and project financing are usually longer.
In the Asia and Australia region, Siemens Bank expects fur-
ther growth in its business activities. Current political cri-
ses in the Middle East and their potential impacts are being
monitored closely. Siemens Bank continues to build on the
consistent focus of the lending business on attractive risk-
return profiles and on the income from a well-diversified
lending portfolio, which has predominantly proven resilient
in the context of the current geopolitical and macroeco-
nomic challenges. Siemens Bank continues to expect positive
development impulses from the systematic further develop-
ment of the Siemens AG business models and products, and
the associated penetration of new products and markets, for
example with the new business segment Extended Payment
Terms. Here, as in the past, the Bank intends to avoid expo-
sure to excessive credit risk through a diversification with
regard to regions and industries, and through consistent risk
management.

Nevertheless, many elements of uncertainty and risk remain,
which Siemens Bank believes may lead to negative deviations
from the current forecasts. In particular, a further intensifi-
cation of geopolitical and macroeconomic risks as a result

of the Ukraine and Israel conflicts, the energy crisis as well
as sharply rising inflation and disrupted supply chains may
continue to have a significant impact on the global econo-
my. This, as well as rising interest rates and a generally high
interest-rate level could result in a further weakening. Such a
scenario would have a significant impact on the growth and
profitability of companies and may lead to credit defaults in
the overall market, from which Siemens Bank would not be
able to disengage itself.

In addition to the special risks associated with the Ukraine
and Israel crises, Siemens Bank is monitoring a number of
other risks that may have adverse effects on the Bank’s future
development. In particular, supply shortages of key electronic
or chemical primary products and delays in global trade may
continue to negatively impact economic growth next year.

In Europe, restrictions due to the disruption of supply chains
and persistently high energy and electricity prices can be
observed.
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In addition, a potential escalation of tensions between China
and Taiwan, as well as possible trade disputes and sanctions
by Western countries against China, pose an economic risk,
both for export-oriented economies in Europe and for Asian
economies.

Political and economic development in Turkey and, in par-
ticular, the Middle East may have an adverse impact on the
debt-servicing capacity of debtors. While Siemens Bank lim-
its political risks primarily through credit insurance, poten-
tial economic risks are managed through strict credit risk
management.

In summary, the many geopolitical and macroeconomic risk
factors described above naturally continue to pose a special
challenge, also for Siemens Bank. Economic problems among
borrowers may have a negative impact on allowances for
losses on loans and advances and may lead to defaults in the
lending portfolio. However, due to its broad diversification by
sectors and regions and its consistent and comprehensive risk
management system, Siemens Bank believes that it is well
prepared for the ongoing challenges. Siemens Bank intends
to at least partially compensate for declining or negative
effects and uncertainties in individual markets and parts of
the lending portfolio by positive effects in other markets and
parts of the lending portfolio.

Business performance of Siemens Bank in fiscal
2023/2024

After a 2023 fiscal year which, despite the challenging envi-
ronment, was successful overall, Siemens Bank expects its
lending portfolio to continue to grow moderately, and the
EPT business to increase in fiscal 2023/2024, whereby busi-
ness development will be impacted significantly by the fur-
ther macroeconomic developments.

For fiscal 2023/2024, Siemens Bank expects the liquidity
investments included in loans and advances to banks and
customers to remain on a similar level, whilst investments
with central banks and, associated with this, the short-

term deposits of Siemens AG and its subsidiaries will tend

to go back to a slightly lower level. However, Siemens Bank
believes that the development in loans and advances to cus-
tomers in the lending business will have a stronger impact
on business volume and net interest income. Here, Siemens
Bank expects continued moderate growth and attractive
interest margins in fiscal 2023/2024. Combined with persis-
tently high interest-rate levels, Siemens Bank expects the
net interest margin to grow accordingly. The Bank plans to
replace expiring business, which in part is still operating with
lower margins, by consistently focusing on attractive risk-
return profiles and active portfolio management, thus, as in
fiscal 2022/2023, offsetting the uncertainties observed in the
market. In addition, Siemens Bank will actively expand the
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new business segment Extended Payment Terms and gen-
erate additional interest income through this, although the
contribution to the balance sheet and interest income will
still be of minor importance in fiscal 2023/2024. Siemens
Bank expects that its funding in fiscal 2023/2024 will contin-
ue to be provided largely by Siemens AG and its subsidiaries.
Overall, Siemens Bank expects net interest income to grow
slightly in fiscal 2023/2024.

Siemens Bank is not planning any material changes to the
risk management services for Siemens AG and its subsidiaries
in fiscal 2023/2024. Therefore, the Bank expects the business
pillar fee business, and thus net fee and commission income,
to grow only slightly and remain at a comparable level to the
previous year. However, the earnings contribution will con-
tinue to be of secondary importance for the earnings position
of Siemens Bank.

General administration expenses relate firstly to the core
lending business and the deposit and treasury business and
thus to banking business in the narrower sense of the term.
Secondly, general administration expenses relate to the ren-
dering of services, in particular for Siemens AG and its sub-
sidiaries. For the banking business in the narrower sense,
Siemens Bank intends to again limit the increase in gen-
eral administration expenses for fiscal 2023/2024 through
strict cost discipline. Thus, this part of general adminis-
tration expenses is expected to essentially grow only as a
result of general price developments — which are, howev-
er, higher than in previous years in view of higher inflation
and increased salary expectations — and adjustments of the
resource base to the increased business volume. After the
establishment of the new business segment EPT, additional
expenses for the roll-out in other countries in the course of
its expansion will be reflected in the general administration
expenses of the coming fiscal year. Siemens Bank does not
expect any significant changes in the fee business. Siemens
Bank therefore expects general administration expenses, in
line with the trend in previous years, to continue to increase
moderately overall, though more than the average of previ-
ous years.

Although Siemens Bank will continue to only selectively enter
into credit risk and does not intend to compensate for the
continuing margin pressure in parts of the markets by assum-
ing excessive risks, the Bank expects that, due to the current
geopolitical and macroeconomic challenges, allowances for
losses on loans and advances in the coming fiscal year will

be substantially below the level of the last two fiscal years
(which had been impacted by significant provisioning for
individual transactions that were not correlated systematical-
ly), but will be above the normalized level of previous years.
However, although Siemens Bank has intensified its focus on
preventing concentration risk, the development of provisions
may, as in the past fiscal year, be impacted considerably by
individual exposures as a result of the portfolio risk structure.

Overall, Siemens Bank expects a challenging fiscal
2023/2024, but with a significantly improved net operating
income before additions to the fund for general banking risks
and before tax, which, in 2023, was influenced by the special
effects in provisioning mentioned above. Continued strong
net interest income should compensate for the increase in
general administration expenses and necessary allocations
to allowances for losses on loans and advances to the extent
that a significant improvement in income will be achieved,
approaching the income level of the years prior to 2022.

Despite the challenges, Siemens Bank expects to once more
achieve the set target range for the return on risk-adjusted
capital in fiscal 2023/2024. With regard to both performance
indicators — net operating income before tax and RORAC —
the greatest uncertainty lies in the development of loan loss
provisions and the further development of geopolitical and
macroeconomic risk factors.
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Notes to the 2023 2022
financial statements

1 Interest income from 1

I n ‘ o m e s l a l e m e n a) Lending and money market business 553,337 257,6861

of which: negative interest income € 0 thousand (previous year: €4,178 thousand)

b) Fixed-income securities and registered debt 10,643 2,454

Of Siemens Ba nk G mbH M unich of which: negative interest income €0 thousand (previous year: €621 thousand)
! ! 563,980 260,135
for the fiscal year from October 1, 2022 2 Interest expense : 317,07 62878

tO Se pte m be r 30[ 2023 (:€looo) of which: positive interest expenses €331 thousand (previous year: €9,253 thousand)

3  Fee and commission income 1,2 34,987 33,379
4  Fee and commission expense -207 -216
5 Other operating income 1,3 1,122 3,312
6  General administration expenses
a) Personnel expenses
aa) Wages and salaries -49,970 -39,326
ab) Social security, post-employment and other employee benefit costs -8,111 -8,673
of which: in respect of pensions €-5,110 thousand (previous year: €-4,950 thousand) -58,081 -47,999
b) Other administration expenses -43,293 -39,951
-101,374 -87,950
7 Depreciation and write-downs on intangible assets and property and equipment -464 -269
8  Other operating expenses 3 -2,525 -188
9  Write-downs of receivables and certain securities and additions to provisions in the -112,239 -87,304
lending business
10 Expenses from additions to the fund for general banking risks -50,000 -25,000
11 Income from ordinary operations 15,302 33,021
12 Taxes on income 4 -12,354 -11,748
of which: deferred taxes €66 thousand (previous year: €40 thousand)
13 Other taxes, if not included under item 8 =127 -169
14 Profit transferred under a profit-and-loss transfer agreement 5 -2,821 -21,104
15 Annual net profit 0 0
16 Distributable profit 0 0
Annual financial statements Income statement
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Balance sheet

as of September 30, 2023 (€'000)
of Siemens Bank GmbH, Munich

Notes to the Liabilities Notes to the
financial statements financial statements
1 Cash 1 Amounts due to banks 14
Credit balances with central banks 53,753 41,818 a) Sight deposits 348 0
of which with Deutsche Bundesbank €53,408 thousand (previous year: €41,461 b) With agreed maturities or notice period 31,125 26,932
thousand) 31,473 26,932
53,753 41,818 2 Amounts due to customers 15
2  Debt instrurpents of public institutions and bills of exchange that are eligible as 6 Other amounts due
collateral with central banks
- - - . a) Sight deposits 7,436 6,089
Treasury bills and non-interest-bearing treasury bonds as well as similar debt 74,838 81,067
instruments of public institutions b) With agreed maturities or notice period 8,526,582 8,943,226
of which refinanceable at Deutsche Bundesbank €0 thousand 8,534,018 8,949,315
(previous year: €0 thousand) 3 Other liabilities 16 19,010 28,331
74, 81,067 . .
238 4 Prepaid expenses and deferred income 13 42,708 46,840
3 Loans and advances to banks 7 5 Deferred tax liabilities 0 66
a) Sight deposits 20,085 31,953 6 Provisions 17,18
h i | 1.7 1 2,01 42
b) Other receivables 759,39 019.0 a) Provisions for pensions and similar obligations 21,965 19,723
1,779,476 2,050,995 .
b) Provisions for taxes 1,265 4,854
4 L d ad t t 8 7,964,166 7,944,245 .
oans and advances to customers 26 c) Other provisions 40,587 16,310
of which secured by liens €0 thousand (previous year: €0 thousand) 63,817 40,887
of which municipal loans €499,554 thousand (previous year: €630,123 thousand) 7 Subordinated liabilities 19 102,426 0
B her fixed-i ",
3 onds and other fixed-income securities o 8  Fund for general banking risks 125,000 75,000
Commercial paper and bonds from other issuers 37,407 41,314 R
9  Equity 20
of Which eligible as collateral with Deutsche Bundesbank €0 thousand a) Subscribed capital 5,000 5,000
(previous year: €0 thousand)
37,407 41,314 b) Capital reserves 995,000 995,000
6 Intangible assets 10 1:000:0008 1,000,000
a) Acquired concessions, industrial property rights and similar rights and assets and 1,047 0 Total liabilities 21 9,918,452 10,167,371
licences in such rights and assets
ill 1.17 1,291
b) Goodwi 178 29 1  Contingent liabilities 22
2,225 1,291 Liabilities under guarantees and warranty agreements 100,283 89,498
Property and equipment 1 100 70 2 Other obligations 22
h 12 . 4,1 .
Other assets il 36 Irrevocable loan commitments 1,566,352 1,745,103
Prepaid expenses and deferred income 13 2,335 2,435
Total assets 21 9,918,452 10,167,371
Annual financial statements Balance sheet
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Notes to the financial
statements

of Siemens Bank GmbH, Munich, for the fiscal year from
October 1, 2022 to September 30, 2023
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Basis of accounting in the annual financial
statements of Siemens Bank

Siemens Bank GmbH, Munich (hereinafter: Siemens Bank) is registered with the commercial
register at the Local Court (Amtsgericht) of Munich, Germany, under HRB 185214.

The annual financial statements of Siemens Bank for the fiscal year ending on September 30,
2023, have been prepared in accordance with the provisions of the German Commercial Code
(HGB) and the German Accounting Regulation for Banks and Financial Services Institutions
(RechKredV). The annual financial statements also comply with the provisions of the German
Private Limited Companies Act (GmbHG).

The annual financial statements have been prepared in euros in accordance with section
244 HGB. To improve clarity, amounts are presented in thousands of euros (€'000).

Pursuant to section 265 (8) HGB, any line items on the standard RechKredV forms that have
remained blank have been omitted and the numbering has been adjusted accordingly to
improve readability.

Due to rounding, individual figures in the annual financial statements may not add up exactly
to the sum indicated.

Accounting policies

Debt instruments of public institutions and bills of exchange that are
eligible as collateral with central banks

This item comprises securities issued by foreign government bodies that serve to manage
liquidity and are measured strictly at the lower amount of cost and fair value.

Loans and advances to banks and customers

Loans and advances to banks and customers are carried at their principal amount or at cost,
whereby any difference between the amount paid out and the principal amount is recognized
as prepaid expenses or deferred income and reclassified to the income statement pro rata
temporis, provided that such a difference has the nature of interest. Loans, advances and any
other receivables are classified as current assets and are measured strictly at the lower amount
of cost and market.
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Pursuant to section 11 RechKredV, interest receivables in connection with loans and advances
to banks and customers are reported under loans and advances to banks and customers, but
are not included in the maturity structure tables of assets and liabilities.

The risk allowances for losses in the lending business include both specific loan loss provisions
and general loan loss provisions related to latent credit risks. Specific loan loss provisions con-
tinue to reflect individual loan defaults expected in connection with a loan exposure at risk

of default. General loan loss provisions are based on borrower credit ratings and the associ-
ated probability of default, residual maturities, and the default ratio in the event of a default.
Rating-related default probabilities and default ratios in the event of default are regularly vali-
dated and reviewed. Also, when determining expected credit loss, a post-model adjustment is
used for the first time in the Siemens Bank valuation model. With the post-model adjustment,
various economic scenarios and uncertainties will be taken into account from a prospective
view. The validation in fiscal 2022/2023 also takes into account the impact of the Ukraine
conflict. Siemens Bank also reviews the ratings of borrowers on a regular basis and whenever
necessary.

Irrevocable loan commitments are reported in the balance sheet as other obligations and
valued at the maximum outstanding drawdown amount.

Bonds and other fixed-income securities

The securities recognized under this line item are classified as current assets and are mea-
sured strictly at the lower amount of cost and fair value. Interest receivables from bonds and
other fixed-income securities are recognized under bonds and other fixed-income securities,
in accordance with section 11 RechKredV.

Intangible assets

This item includes goodwill from the acquisition of a service business from Siemens Trea-
sury GmbH, Munich, and a customer base acquired from Siemens Finance & Leasing GmbH,
Munich.

The acquisition value of goodwill is calculated as the difference between the purchase price
and the values of the assets and liabilities transferred. Amortization is scheduled for 15 years.
The customer base is valued at acquisition costs, reduced by scheduled amortization accord-
ing to the expected useful life of three years.

Property and equipment

Property and equipment is measured at cost and reduced by depreciation on a straight-line
basis over the estimated useful life of three to eight years. Movable fixed assets that can be
used independently and whose individual cost is up to and including €250 are immediately
expensed. In the case of additions with an individual cost of more than €250 but no more
than €800, the items concerned are recognized on the balance sheet but depreciated in full in
the year of acquisition.

Cash and cash equivalents and other assets

Cash and cash equivalents, together with other assets, are carried at their nominal amounts.
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Liabilities
Liabilities are carried at their settlement amounts as of the balance sheet date. Pursuant to
section 11 RechKredV, interest obligations in connection with amounts due to banks or cus-

tomers are reported under amounts due to banks or customers, but are not included in the
maturity structure tables of assets and liabilities.

Deferred taxes

On any differences between the valuation of assets, liabilities, prepaid expenses and deferred
income under trade law provisions and under tax law provisions respectively, taking into con-
sideration deductible losses and interest carried forward, a surplus of deferred tax liabilities is
recognized if it is to be assumed that there will be a tax burden overall in future fiscal years.
While a surplus of deferred tax liabilities is shown separately in the balance sheet, a surplus of
deferred tax assets is not presented, using the option pursuant to section 274 (1) 2 HGB.

Provisions for pensions

Payment obligations from pension commitments are measured on the basis of biometric
probabilities at the settlement amount determined using the actuarial projected unit credit
method. Expected future increases in salaries and pensions are factored into the calculation of
the present value of the defined benefit obligation. The discount rate used in the calculation
is based on the relevant rate published by Deutsche Bundesbank for a maturity of 15 years.

In order to determine the interest rate for the discounting of the provisions as of September
30, 2023, Siemens Bank, as in previous years, uses a ten-year average. Based on the existing
profit-and-loss transfer agreement with Siemens AG, income from this adjustment is subject
to the profit distribution restriction, but not to the profit transfer restriction.

Pursuant to the German Occupational Pensions Act (BetrAVG) and the UK Pensions Act 1995,
Siemens Bank continues to be liable at a subsidiary level for pensions that are provided via
an indirect route. Insofar as the relevant assets of the pension fund (or the Pensionskasse or
Unterstltzungskasse) fail to cover the settlement amount for the associated pension com-
mitments, Siemens Bank presents the shortfall under provisions for pensions and similar
obligations.

Netting of assets and liabilities, income and expense

Assets whose sole purpose is to satisfy pension obligations or residual partial retirement obli-
gations and that cannot be the subject of a claim by any other creditors are measured at fair
value. Income and expenses associated with these assets are netted with the interest cost

in connection with the unwinding of discounts on the corresponding obligations and are
reported under general administration expenses, social security, post-employment and other
employee benefit costs, and under other operating expenses. In addition, these assets are off-
set against the corresponding underlying obligation. If this results in a surplus of obligations,
this obligation is reported under provisions. If the value of assets exceeds the obligations, the
amount is reported as an excess of plan assets over pension liabilities.

Provisions for taxes and other provisions
Provisions are recognized in accordance with tax law to cover current taxes.

Provisions are reported at the settlement amount that is appropriate according to diligent
commercial judgement. Provisions include individual appropriate and adequate provisions for
all identifiable risks arising in connection with contingent liabilities and for imminent losses
arising from pending transactions, taking into account estimated future increases in prices
and costs. Non-current provisions (i.e., provisions with a maturity of more than one year),

if material, are discounted using the average market discount rate applicable to amounts

of equivalent residual maturity. This market discount rate is determined and published by
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Deutsche Bundesbank. Interest income and interest expense in connection with discounting
and unwinding the discount on provisions are reported under other operating income and
expense because they are unrelated to banking operations.

For all interest rate-related financial instruments in the banking book, Siemens Bank provides
evidence — in accordance with the principle of loss-free valuation — that no losses will be
incurred in the future from contracted interest rate positions. This is done by comparing the
net present value of the banking book with its net carrying amount, taking into consideration
expected losses and present value general administration expenses from the resolution of the
existing portfolio. If the net carrying amount is greater than the net present value, there is a
requirement for the recognition of a corresponding provision. As in the previous year, there
was no requirement as of September 30, 2023 for the recognition of a provision for onerous
contracts pursuant to section 340a HGB in conjunction with section 249 (1) sentence 1 HGB.

Currency translation

Amounts denominated in foreign currency are translated at the mean spot foreign exchange
mid-market rate on the balance sheet date, in accordance with section 256a HGB in conjunc-
tion with section 340h HGB. Current receivables and liabilities (i.e., due within one year) are
translated with any differences being recognized in the income statement.

Siemens Bank also makes use of the concept of specific coverage for the measurement of
amounts denominated in foreign currency. If assets and liabilities denominated in a foreign
currency are subject to specific coverage, any associated income or expense arising from cur-
rency translation is recognized in the income statement. Assets that are not subject to specific
coverage and liabilities with a maturity of more than one year are measured in accordance
with the imparity principle.

Assets denominated in foreign currency are documented as specifically covered if they are
matched by a countervailing liability or derivative in the currency concerned. Maturity mis-
matches are deemed to be permissible provided there is the possibility and intention of enter-
ing into subsequent hedging deals. Only items eligible for specific coverage that are to be
settled in cash may be included in the specific coverage arrangements. Any surplus from this
measurement process is recognized under other assets or other liabilities. Any currency trans-
lation gain or loss is reported under other operating income or expense.

Derivative financial instruments

Siemens Bank only enters into derivative financial instruments to cover risks arising in con-
nection with its banking business. Embedded floors result from minimum limits for interest
agreed in loan agreements with variable interest rates. As far as possible, currency-related
transactions are accounted for as part of the specific coverage arrangements. Short-term
interest-rate-related transactions are measured and recognized using the imparity principle
because no designation to valuation units (Bewertungseinheiten) as defined by the HGB
can be demonstrated. For loan terms of one year or more, interest-related hedging deals are
incorporated on a regular basis into HGB valuation units.

Fair values are determined for all derivative financial instruments. Siemens Bank only uses
generally accepted valuation methods and measurement parameters observable in the market
for this measurement.
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Income statement disclosures

1 Geographical breakdown and net interest income

The breakdown of the total amount of net interest income, fee and commission income and
other operating income by customers based in Germany and by customers based elsewhere is
as follows:

in% 2023 2022
Germany 20 12
Elsewhere 80 88
of which EMEA region (Europe, Middle East, Africa) 53 61
of which AA region (Asia and Australia) 27 27

Negative interest included in the interest income and positive interest included in the interest
expenses are disclosed separately in the income statement in the form of a sub-item; prior-
year figures are also presented. They result mainly from funding transactions with the share-
holder and from liquidity investments. For the Siemens Bank lending book, negative interest
is of minor significance due to the structure of the terms and the geographical diversification.

2 Fee and commission income

Fee and commission income is derived from the following services:

(€'000) 2023 2022

Risk management and processing services for affiliated companies 27,609 26,035

Risk management services and credit business services for third parties 7,379 7.344

Total 34,987 33,379
3 Other operating income and expenses

Other operating income mainly includes income from the reversal of provisions in the amount
€1,122 thousand.

Other operating expense mainly includes losses from currency translation in the amount of
€2,168 thousand (previous year: profit from currency translation of €3,121 thousand). Other
operating expense also comprises expenses from unwinding the discount on provisions and
in connection with additions to certain provisions. Expenses from unwinding the discount on
provisions amounted to €344 thousand (previous year: €413 thousand).
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4 Taxes on income

For both income tax and VAT purposes, the German activities of Siemens Bank form an inte-
gral part of the tax group of Siemens AG, Berlin and Munich (hereinafter: Siemens AG). Taxes
on income for German activities therefore only include capital gains tax and foreign withhold-
ing taxes charged.

The London Branch of Siemens Bank forms part of the income tax group of Siemens plc,
Frimley (United Kingdom). Due to the different design of the income tax structure in the
United Kingdom, taxes on income include, apart from foreign withholding taxes, payments
and additions to provisions for current income taxes in the amount of €1,265 thousand
(€201 thousand of which for prior years).

The Singapore Branch does not form part of an income tax group. Taxes on income mainly
include foreign withholding taxes. Deferred taxes for the London Branch result mainly from
valuation differences between the annual financial statements according to the HGB and the
tax balance sheet according to English tax law for receivables, pension assets, provisions and
liabilities. As of September 30, 2023, this results in a surplus of deferred tax assets. The option
to recognize deferred tax assets is not exercised by Siemens Bank.

As of September 30, 2023, deferred taxes for the Singapore Branch result from losses carried
forward and from a small number of valuation differences between commercial law and tax
law in Singapore for receivables, provisions and liabilities. This results in a surplus of deferred
tax assets (previous year: surplus of deferred tax liabilities of €66 thousand). The option to
recognize deferred tax assets is not exercised by Siemens Bank.

As of September 30, 2023, there is a surplus of deferred tax assets for the head office, which
is transferred to the controlling company Siemens AG.

The valuation of deferred taxes is based on a tax rate of 31.33% in Germany, 25.0% in the
United Kingdom and 17.0% in Singapore.

5 Profit transferred under a profit-and-loss transfer agreement

Siemens Bank has a profit-and-loss transfer agreement with Siemens AG, its sole shareholder.
Under this profit-and-loss transfer agreement, the entire net income after tax determined in
accordance with the HGB, amounting to €2,820,815.45, is transferred to Siemens AG.
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Balance sheet disclosures

6 Debt instruments of public institutions and bills of
exchange that are eligible as collateral with central banks

This item in the amount of €74,838 thousand (previous year: €81,067 thousand) comprises
unlisted, short-term treasury bills with a residual maturity of less than one year.

7 Loans and advances to banks
(€'000) 2023 2022
Loans and advances to banks with maturities of 1,759,000 2,019,000

(excluding loan loss allowances and interest accruals)

up to and including 3 months 1,759,000 2,019,000
more than 3 months and up to 1 year 0 0
more than 1 year and up to 5 years 0 0
more than 5 years 0 0

Loans and advances to banks include, in particular, deposits with central banks in the
amount of €1,759,000 thousand (previous year: €2,019,000 thousand).

8 Loans and advances to customers

(€'000) 2023 2022

Loans and advances to customers with maturities of 8,137,365 8,123,823

(excluding loan loss allowances and interest accruals)

up to and including 3 months 109,888 112,483
more than 3 months and up to 1 year 483,909 409,390
more than 1 year and up to 5 years 3,493,578 3,107,087
more than 5 years 4,049,991 4,494,863

Loans and advances to customers include loans and advances to affiliated companies with a
value of €206,337 thousand (previous year: €109,487 thousand). This item includes receiv-
ables from the shareholder in the amount of €1,145 thousand (previous year: none).

9 Bonds and other fixed-income securities

This item in the amount of €37,407 thousand (previous year: €41,314 thousand) consists of
listed corporate bonds acquired by Siemens Bank as part of its lending business. The item
has a residual maturity of more than one year and less than five years.
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10  Intangible assets

The changes in intangible assets over fiscal 2022/2023 were as follows:

(€'000) Cost

Oct. 1,
2022 Additions Transfers Disposals

Intangible assets 1,683 1,300 0 0 2,983
Concessions acquired against
payment 0 1,300 0 0 1,300
Goodwill 1,683 0 0 0 1,683

(€'000) Depreciation and value adjustments Carrying amount
Oct. 1, Sep. 30, Current  of which
2022 2023 VCELS disposals 2023 2022
Intangible assets -392 -758 -366 0 2,225 1,291
Concessions acquired against
payment 0 -253 -253 1,047 0
Goodwill -392 -505 -113 0 1,178 1,291

The changes in intangible assets in the previous fiscal year had been as follows:

(€'000) Cost

Oct. 1,
2021 Additions Transfers Disposals

Intangible assets 1,683 0 0 0 1,683

Goodwill 1,683 0 0 0 1,683

Depreciation and value adjustments Carrying amount
Oct. 1, Sep. 30, Current of which
2021 2022 year disposals 2022 2021
Intangible assets -280 -392 -112 0 1,291 1,403
Goodwill -280 -392 -112 0 1,291 1,403
Annual financial statements Notes to the financial statements
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11 Property and equipment 13 Prepaid expenses or deferred income

The changes in property and equipment over fiscal 2022/2023 were as follows:

(€'000) 2023 2022
(€'000) Cost Prepaid expenses 2,335 2,435
Oct. 1, Sept. 30, Premium on loans and advances 493 705
2022 Additions Transfers Disposals 2023 Other prepaid expenses 1.842 1.730
Property and equipment 291 132 -1 -94 328 Deferred income 42,708 46,840
Office furniture and equipment 291 132 -1 -94 328 Discount on loans and advances 7 858 8,893
Other deferred income 34,850 37,946
(€'000) Depreciation and value adjustments Carrying amount
Oct. 1, Sept. 30, Current of which ) ) . ) )
2022 2023 year disposals 2023 2022 Other deferred income largely relates to deferred fee income in the lending business.
Property and equipment -221 -228 -98 91 100 70
Office furniture and equipment -221 -228 -98 91 100 70 14 Amounts due to banks
The changes in property and equipment in the previous year had been as follows:
(€'000) 2023 2022
Amounts due to banks with maturities of 31,101 26,931
(€000) Cost (excluding interest accruals)
Oct. 1, Sept. 30, up to and including 3 months 410 410
2021 Additions Transfers Disposals 2022
more than 3 months and up to 1 year 1,459 1,230
Property and equipment 321 146 2 -178 291 more than 1 year and up to 5 years 7,499 7,748
Office furniture and equipment 321 146 2 -178 291 more than 5 years 21,733 17,543
(€000) Depreciation and value adjustments Carrying amount
Oct. 1, Sept. 30, Current of which
2021 2022 year disposals 2022 2021 15 Amounts due to customers
Property and equipment -245 -221 -153 177 70 76
Office furniture and equipment -245 -221 -153 177 70 76
(€'000) 2023 2022
Amounts due to customers with maturities of 8,470,866 8,923,675

Property and equipment is used exclusively in connection with banking operations.

(excluding interest accruals)

up to and including 3 months 2,762,758 2,837,911
12 Other assets more than 3 months and up to 1 year 1,603,132 1,865,111
more than 1 year and up to 5 years 3,602,618 3,363,951

Other assets mainly comprise receivables arising from pending incoming payments in the
lending and fee business amounting to €2,850 thousand (previous year: €3,672 thousand) more than 5 years 502,358 856,702

and, in the previous year, receivables arising from taxes on income amounting to

€65 th d. .
ousan Of the amounts due to customers, €8,073,791 thousand (previous year: €8,658,477 thousand)

is accounted for by transactions with affiliated companies. Within this total of amounts due
to customers, an amount of €7,968,339 thousand is due to the shareholder (previous year:
€8,536,291 thousand).

Siemens Bank has not pledged or transferred any assets as collateral for amounts due to
customers or banks, nor for other liabilities or contingent liabilities. Siemens Bank is a par-
ticipating institution in the German banks’ compensation fund (Entschadigungseinrichtung
deutscher Banken GmbH), Berlin.
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16 Other liabilities

The breakdown of other liabilities is as follows:

(€'000) 2023 2022
Other liabilities 19,010 28,331
Withholding tax and duties to be paid 10,510 2,693
Liabilities to the shareholder 2,852 21,104
VAT liabilities and other items 3,824 3,366
Personnel-related obligations 1,824 1,168

Liabilities to the shareholder mainly include the profit-and-loss transfer agreement. All other
liabilities have terms of up to one year.

17 Provisions for pensions and similar obligations

Siemens Bank provides various forms of occupational pensions for the employees in Germany
and in the United Kingdom whose employment contracts were transferred to Siemens Bank
as part of the transfer of a business as well as for new employees. To fund these occupational
pensions, Siemens Bank has covered its obligations partly by assets that are held externally in
trust and subject to restricted access.

Most current employees at Siemens Bank in Germany participate in the Siemens defined con-
tribution plan (BSAV — Beitragsorientierte Siemens Altersversorgung) launched in 2004. BSAV
is a pension program covered by assets held in trust. For the most part, the benefits are based
on the company’s contributions made to the scheme and on the investment income from
these contributions, whereby the company guarantees a minimum return. A lower proportion
of current employees still have legacy pension entitlements (known as transitional payments)
that are based on the salary of the employee concerned.

In addition, Siemens Bank offers employees the option of participating in a voluntary deferred
compensation scheme. The salary components deferred under this scheme are invested in
fund units. The fund units are only used to cover the resulting pension obligations and are
protected against claims from other creditors. These assets, which had a fair value determined
using recognized valuation methods (stock market prices) of €1,223 thousand as of September
30, 2023 (previous year: €1,059 thousand) and a cost value of €1,027 thousand (previous year:
€943 thousand), are therefore fully offset against the pension obligations up to the amount of
these obligations of €1,186 thousand (previous year: €1,041 thousand). Income and expenses
each in the amount of €123 thousand (previous year: €54 thousand) were netted.

In addition, on behalf of the employees at the London Branch, Siemens Bank participates

in the pension scheme operated by the Siemens Group for employees in the United King-
dom. Here, contributions are paid into a pension plan without any additional obligations for
Siemens Bank. Where employees have been given further fixed pension entitlements in a few
individual cases, these pension entitlements are covered directly by the Siemens Pensions
Trust. Siemens Bank only has an indirect liability for these obligations if the resources of the
Trust turn out to be inadequate to cover the pension obligations. The assets assigned to the
Trust, which had a fair value determined using recognized valuation methods of €1,040 thou-
sand (previous year: €1,182 thousand), are therefore offset against this pension obligation up
to the amount of this obligation of €2,120 thousand (previous year: €2,113 thousand).

Siemens Bank has not assumed any pension obligations for the employees at the Singapore
Branch.
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For fiscal 2023, the total settlement amount for the pension provisions amounted to €24,190
thousand (previous year: €21,807 thousand), of which €2,226 thousand (previous year: €1,972
thousand) was accounted for by indirect obligations fully covered by assets. Pension provi-
sions of €21,965 thousand (previous year: €19,723 thousand) are recognized. The actuarial
assumptions for the measurement of the settlement amount as per September 30, 2023 are
based on a number of variables, including discount rates of 1.81% (ten-year average) and
1.66% (seven-year average), respectively. Last year, the discount rates were 1.77% (ten-year
average) and 1.40% (seven-year average), respectively. Other variables used in Germany as

a basis were the consumer price index up until August 2023 of 2.50% (previous year: salary
trend of 2.50%) and a pension growth rate of 2.00% per annum (previous year: 2.00%). For
employees at the London Branch, a retail price index of 3.2%, a consumer price index of 2.5%
(previous year: salary trend of 3.3%) and a pension growth rate of 3.0% per annum (previ-

ous year: 3.2%) were used as a basis. Mortality tables developed specifically for the Siemens
Group and last adjusted in fiscal 2023 (Siemens Bio 2017 mod. 2023) were used as the biomet-
ric calculation basis. These are essentially based on data from the German Siemens population
using a set of formulas that comply with the recognized rules of actuarial mathematics.

The adjustment of the discount rate from a seven-year average to a ten-year average results in
a difference of €411 thousand (previous year: €1,037 thousand). Based on the existing profit-
and-loss transfer agreement with Siemens AG, this income is subject to the profit distribu-
tion restriction, but not to the profit transfer restriction. In the context of determining the
liabilities from the deferred compensation scheme, Siemens Bank exercised a lock-in option
for accrued profits. The exercising of this option constitutes an adjustment of the plan. The
resulting income of €56 thousand (previous year: €48 thousand) was offset against free capi-
tal reserves in order to determine the dividend payout restriction.
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18  Other provisions 19  Subordinate liabilities

The changes in other provisions in fiscal 2022/2023 were as follows: As per the balance sheet date, subordinate liabilities in the amount of €100,000 thousand
were in the portfolio for the first time, for which interest expenses of €2,426 thousand were
incurred. The full amount of the subordinate liability was granted by the shareholder.

(€'000) L U Transferred Utilized The subordinate liabilities are contractually designed to ensure that, in the event of an insol-
Other provisions 16,311 453 2,603 vency or liquidation of slgmens Banl.<, repaynjenF will only be made after all non-subordinate
creditors have been satisfied. There is no obligation to make premature repayments at the
of which with maturities up to 1 year 13,216 -413 -2,603 creditor’s request
The contract does not provide for a conversion into equity or a different form of debt.
(€'000) Sept. 30,
Reversed New 2023
Other provisions -1,178 28,510 40,587 in T€ Interest
of which with maturities up to 1 year 1,177 10,933 19,956 2023 rate Maturity
Loan 100,000 3.65% Oct. 31, 2033
The changes in other provisions in the previous fiscal year had been as follows:
20  Equity
(€'000) Oct. 1, 2021 Transferred Utilized As last year, there were no changes to the components of equity in fiscal 2022/2023.
Other provisions 16,010 397 2,344 Due to plan adjustments of the pension plans from deferred compensation, €56 thousand of
of which with maturities up to 1 year 11,521 359 2,344 the capital reserves is subject to a profit transfer restriction (previous year: €48 thousand).
(€'000) Sept. 30, e epeas . . .
I New 202 21 Assets and liabilities denominated in foreign currency
. Siemens Bank has assets and liabilities denominated in foreign currency in the following
Other provisions -2,940 5,982 16,311 equivalent amounts:
of which with maturities up to 1 year -1,477 5,875 13,216
. . . . €'000 2023 2022
Transfers result from the assumption of personnel-related obligations taken over in the ( )
course of transfers of employees within the Group, or from changed maturities of long-term Assets denominated in foreign currency 4528996 5 535979
provisions.
.. . . . . . Liabilities denominated in foreign currenc 4,620,601 5,509,091
Other provisions are recognized mainly for personnel-related obligations, such as variable g y
income components, outstanding vacation pay and long-service bonuses.
(€'000) 2023 2022
Other provisions 40,587 16,311
Provisions relating to lending business 20,450 1,428
Personnel-related provisions 19,721 14,518
Provisions for year-end costs 417 365
Lending business-related provisions result from the recognition of allowances for losses on
loans and advances for latent credit risks for irrevocable loan commitments; in the previous
year, they resulted from obligations from guarantees.
Annual financial statements Notes to the financial statements
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Other disclosures

22 Off-balance-sheet transactions

Siemens Bank has contingent liabilities arising from lines of credit it has granted to custom-
ers for the issue of guarantee credit facilities. Under these guarantee credit facilities, Siemens
Bank must make payments to the beneficiary if the Siemens Bank customer fails to meet its
obligations. It is unknown whether or when a payout might be required, or what the amount
of any payout might be. The maximum potential amount of claims is therefore reported below
the line on the balance sheet.

Siemens Bank grants irrevocable loan commitments as part of project finance or lines of credit
in order to satisfy the financing needs of its customers. Commitments that have not yet been
drawn down by customers and that cannot be revoked by Siemens Bank are reported below
the line on the balance sheet.

The assessment of the risks arising from the utilization for off-balance-sheet transactions
depends on the credit rating of the relevant client or borrower, and is taken into account
in the context of risk allowances. Should the credit rating deteriorate to an extent that set-
tlement of a utilization is no longer to be expected, entirely or in part, provisions will be
recognized.

23 Other financial obligations

Other financial obligations for the following years amount to €19,630 thousand (previous
year: €14,214 thousand). These mainly relate to obligations arising from purchase and out-
sourcing agreements as well as from rental agreements. This amount includes obligations to
affiliated companies in the amount of €16,864 thousand (previous year: €12,824 thousand).

24 Employees

Siemens Bank employs staff at its offices in Munich, London and Singapore. Average
employee numbers were as follows:

Employees 2023 2022
Siemens Bank GmbH 294.4 260.5
Munich branch (including Diisseldorf and Stuttgart) 229.5 200.1
Employment contracts total 238.6 208.2
of which part-time 35.0 31.4
London branch 36.8 34.0
Employment contracts total 36.8 34.0
of which part-time 0.2 0.0
Singapore branch 28.1 26.4
Employment contracts total 28.2 26.4
of which part-time 0.2 0.0

The figures represent staff capacities, unless marked as employment relationships.
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25 Members of the Management Board and Supervisory Board
The following persons have been appointed as managing directors:
» Siobhan Smyth, Chairwoman and Chief Executive Officer of Siemens Bank PS Business

» Dr. Andreas Steininger, member of the Management Board (since April 1, 2023) and
Chief Executive Officer of Siemens Bank EPT Business

» Dr. Christoph Baumgarten, member of the Management Board and
Chief Financial Officer of Siemens Bank

» Dr. Ingeborg Hampl, member of the Management Board and
Chief Risk Officer of Siemens Bank

A Supervisory Board in accordance with the statutes has been established with the following
members:

» Veronika Bienert, member of the Management Board of Siemens Financial Services GmbH,
Munich, and Chief Executive Officer of the Siemens Financial Services unit of Siemens AG

» Dr. Peter Rathgeb, Chief Executive Officer of Siemens Treasury GmbH, Munich, and
Corporate Treasurer of Siemens AG

Veronika Bienert is the chairwoman and Dr. Peter Rathgeb is deputy chairman of the
Supervisory Board. Neither acting nor retired members of the Supervisory Board received any
remuneration or pension entitlements from Siemens Bank for their activities as Supervisory
Board members in fiscal 2023.

The Supervisory Board also performs the function of an audit committee.

26  Membership in a corporate group

Siemens Bank is a wholly-owned subsidiary of Siemens AG, Berlin and Munich, and is incorpo-
rated into the parent company’s consolidated financial statements (smallest and largest scope
of consolidation). The consolidated financial statements of Siemens AG are submitted for pub-
lication in the company register. Pursuant to section 285 no. 21 of the HGB, Siemens Bank did
not enter into any transactions in the year under review with related companies or individuals
on terms that were other than on an arm'’s length basis.

27 Auditor’s fee

The auditor’s fee for fiscal 2022/2023 amounts to €392 thousand (previous year: €380 thou-
sand). The fee also includes the audit of the Singapore Branch and relates entirely to audit
services for the financial statements.

28 Events after the balance sheet date
No material events subject to mandatory disclosure occurred after the balance sheet date.

Munich, December 8, 2023

The Management Board

Siobhan Smyth Dr. Andreas Steininger Dr. Christoph Baumgarten Dr. Ingeborg Hampl
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Independent Auditor’s Report

To Siemens Bank GmbH, Munich

Opinions

Report on the audit of the annual financial statements and the

management report

Opinions

We have audited the annual financial statements of Siemens
Bank GmbH, Munich — which comprise the balance sheet as
per September 30, 2023 and the income statement for the
fiscal year from October 1, 2022 to September 30, 2023 as
well as the notes to the financial statements, including the
presentation of the accounting and valuation methods.

In our opinion, based on the findings of our audit,

»

z

the attached annual financial statements comply in all
material respects with the requirements of German com-
mercial law applicable to business corporations and give

a true and fair view in accordance with German generally
accepted accounting principles and German commercial
law of the net assets and financial position of the Company
as of September 30, 2023 and of its results of operations
for the fiscal year from October 1, 2022 to September 30,
2023; and

»

x

the attached management report as a whole provides a
correct view of the Company’s position. In all material
respects, this management report is consistent with the
annual financial statements, complies with German legal
requirements and correctly presents the opportunities and

risks of future development.

In accordance with section 322 (3) 1 of the German Com-
mercial Code (HGB), we confirm that our audit has not led to
any objections regarding the legal compliance of the annual
financial statements and the management report.

Basis for the audit opinions

We conducted our audit of the annual financial statements
and of the management report in accordance with section
317 HGB and the EU Audit Regulation (No. 537/2014; herein-
after: “EU Audit Regulation”) and in compliance with Ger-
man Generally Accepted Standards for Financial Statement
Audits promulgated by the Institut der Wirtschaftsprifer
(Institute of Public Auditors in Germany, IDW). Our respon-
sibility under these rules and principles is further described
in the "AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
ANNUAL FINANCIAL STATEMENTS AND OF THE MANAGE-
MENT REPORT” section of our audit opinion.

We are independent of the Company in accordance with
the requirements of European law and German commercial
and professional law and have performed our other Ger-
man professional responsibilities in accordance with these
requirements.

In addition, in accordance with Article 10 (2f) of the EU
Audit Regulation, we declare that we have not provided any
non-audit services prohibited under Article 5 (1) of the EU
Audit Regulation.

We believe that the audit evidence obtained is sufficient
and appropriate to provide a basis for our audit opinions
on the annual financial statements and the management
report.

Independent Auditor’s Report
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Key audit matters in the audit of the annual
financial statements

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the annu-
al financial statements for the fiscal year from October 1,
2022 to September 30, 2023. These matters were taken into
account in the context of our audit of the annual financial
statements as a whole and in forming our opinion thereon;
we do not provide a separate opinion on these matters.

We identified the following as a key audit matter requiring
reporting in our audit opinion:

Identification and measurement of impaired loans and
advances to customers

Facts

At €7,964 million (previous year: €7,944 million) or 80%
(previous year: 78%) of total assets, loans and advances to
customers represent the largest asset item at Siemens Bank
GmbH. The identification of impaired loans and advances to
customers and the assessment based on this of any neces-
sary specific loan loss provisions is a key area in which man-
agement makes discretionary decisions. The identification of
impaired loans and the determination of the lower fair value
are subject to uncertainties and involve various assump-
tions and influencing factors, in particular with respect to the
assessment of the counterparty’s financial position, expecta-
tions of future cash flows and observable market prices as
well as the determination of fair values for collateral provid-
ed. Minor changes in the assumptions may lead to significant
changes in measurement, which may lead to a change in the
need for loan loss provisions, particularly in the case of loans
and advances to customers who are exposed to sustained
negative market conditions.

As part of the audit, we determined the “identification and
measurement of impaired loans and advances to custom-
ers” as a key audit matter, because loans and advances to
customers account for a very high proportion of total assets
of Siemens Bank GmbH and the assessment of the recover-
ability of loans and advances to customers and the appropri-
ate recognition of specific loan loss provisions are to a large
extent based on assessments and assumptions of the legal
representatives.

The Company'’s disclosures on the identification and mea-
surement of impaired loans and advances to customers are
presented in the notes under “Accounting policies” in the
“loans and advances to banks and customers” section.

58

Auditor’s response

We have assessed the appropriateness and effectiveness of
the internal control system with respect to the material lend-
ing processes with accounting relevance. The focus here was
on the processes for calculating impairment losses (including
the assessment of collateral), the rating processes and the
process of analyzing information on the financial position of
borrowers.

In addition, we performed audit procedures relating to spe-
cific declarations on the basis of a risk-oriented selection and
of a supplementary sample check, and assessed the appropri-
ateness of the calculation of the specific loan loss provisions.
The risk-oriented selection included in particular the loans
subject to intensive loan management and problem obligo
management.

In detail, we retraced the key assumptions in the context of
the process of determining loan loss provisions. This includ-
ed reviewing individual estimates of expected future cash
flows, including cash flows from the realization of loan col-
lateral. The effects of extension agreements were also taken
into account. The assessment of the legal viability of physical
collateral and personal guarantees provided was carried out
with special consideration of the specific features of syndicat-
ed and, if applicable, bilateral financing, taking into account,
among other things, the underlying contractual data.

Annual Report 2023 | Siemens Bank

Responsibilities of the legal representatives
and of the supervisory board for the annual
financial statements and the management
report

The legal representatives are responsible for the preparation
of the annual financial statements that comply in all mate-
rial respects with the requirement of German commercial
law applicable to business corporations, and for these annual
financial statements giving a true and fair presentation in

all material respects of the net assets, financial position and
results of operations of the Company, in accordance with
German generally accepted accounting principles. In addi-
tion, the legal representatives are responsible for the internal
controls that they have determined to be necessary in accor-
dance with German generally accepted accounting principles
to enable the preparation of annual financial statements
that are free from material misstatements due to fraud (i.e.,
manipulation of accounting and misappropriation of assets)
or error.

In preparing the annual financial statements, the legal repre-
sentatives are responsible for assessing the Company’s abil-
ity to continue as a going concern. They are also responsible
for disclosing matters relating to the Company'’s ability to
continue as a going concern, if relevant. In addition, they are
responsible for rendering accounts on the basis of the going
concern approach, except to the extent that this is contrary
to fact or law.

Furthermore, the legal representatives are responsible for the
preparation of the management report that, as a whole, pro-
vides an appropriate view of the Company’s position and is,
in all material respects, consistent with the annual financial
statements, complies with German legal requirements and
appropriately presents the opportunities and risks of future
development. The legal representatives are also responsible
for the precautions and measures (systems) that they have
deemed necessary to enable the preparation of a manage-
ment report in accordance with the applicable German legal
provisions and to provide sufficient suitable evidence for the
statements in the management report.

The Supervisory Board is responsible for overseeing the Com-
pany’s financial reporting process for the preparation of the
annual financial statements and of the management report.

Auditor’s responsibility for the audit of
the annual financial statements and the
management report

Our objective is to obtain reasonable assurance as to wheth-
er the annual financial statements as a whole are free from
material misstatements — whether due to fraud or error — and
as to whether the management report as a whole provides

a true and fair view of the Company’s position and is consis-
tent, in all material respects, with the annual financial state-
ments and the findings of our audit, complies with German
legal requirements and correctly presents the opportunities
and risks of future development, and to issue an opinion that
includes our audit report on the annual financial statements
and the management report.

Reasonable assurance means a high level of assurance, but
does not constitute a guarantee that an audit conducted in
accordance with section 317 HGB and the EU Audit Regula-
tion and in compliance with German Generally Accepted
Standards for Financial Statement Audits promulgated by
the Institut der Wirtschaftspriifer (IDW) will always reveal
any material misstatement. Misstatements may result from
fraud or error and are considered material if it can reasonably
be expected that they will individually or collectively influ-
ence the economic decisions of recipients made on the basis
of these annual financial statements and the management
report.

During the audit, we exercise due discretion and maintain a
critical basic approach. In addition, we also

» identify and evaluate the risks of material misstatement —
whether due to fraud or error — in the annual financial
statements and management report, plan and perform
audit procedures in response to those risks, and obtain
audit evidence sufficient and appropriate to provide a basis
for our audit opinions. The risk that material misstatements
resulting from fraud will not be detected is greater than the
risk that material misstatements resulting from errors will
not be detected, as fraudulent acts may involve collusion,
falsification, intentional incompleteness, misrepresenta-
tion, or the overriding of internal controls.

»

<

gain an understanding of the internal control system rele-
vant to the audit of the annual financial statements and of
the precautions and measures relevant to the audit of the
management report in order to plan audit procedures that
are appropriate in the circumstances. However, this is not
done for the purpose of expressing an opinion on the effec-
tiveness of those systems.

»

<

evaluate the appropriateness of the accounting methods
used by the legal representatives as well as the reasonable-
ness of accounting estimates made by the legal representa-
tives and of the related disclosures.

Independent Auditor’s Report
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» draw conclusions about the appropriateness of the going
concern accounting principle applied by the legal represen-
tatives and, on the basis of the audit evidence obtained,
whether there is any material uncertainty in connection
with events or circumstances that may cast significant
doubt on the Company’s ability to continue as a going con-
cern. Should we reach the conclusion that there is material
uncertainty, we are obligated to call attention in our audit
opinion to the related information in the financial state-
ments and management report or, if such information is
inappropriate, to modify our relevant audit opinion. We
draw our conclusions on the basis of the audit evidence
obtained up to the date of our audit opinion. Future events
or circumstances may, however, result in the Company no
longer being able to continue as a going concern.

express an opinion on the overall presentation, structure
and content of the annual financial statements, including
the disclosures, as well as on whether the annual financial
statements present the underlying transactions and events
in such a way that the annual financial statements give a
true and fair view of the Company’s net assets, financial
position and results of operations, in accordance with Ger-
man generally accepted accounting principles.

»

4

p

4

assess the consistency of the management report with the
annual financial statements, its legal compliance and the
overall view of the Company’s position conveyed by it.

perform audit procedures on the prospective information
presented by the legal representatives in the management
report. On the basis of sufficient and appropriate audit
evidence, we particularly verify the significant assump-
tions used by the legal representatives as a basis for the
prospective information, and assess the proper derivation
of the prospective information from these assumptions.
We do not issue an independent opinion on the prospec-
tive information or on the underlying assumptions. There is
a substantial unavoidable risk that future events will differ
materially from the prospective information.

»

4

60

We communicate with those charged with governance
regarding, among other matters, the planned scope and tim-
ing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify
during our audit.

We also provide those charged with governance with a state-
ment that we have complied with the relevant independence
requirements, and communicate with them regarding all rela-
tionships and other matters that may reasonably be assumed
to affect our independence, as well as, if applicable, regard-
ing the actions or safeguards taken in order to eliminate any
threats to our independence.

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the annual financial statements
of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law
or regulation precludes public disclosures about the relevant
matter.
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Further information pursuant to article 10

of the EU Audit Regulation

We were elected as auditors by the Annual General
Meeting on January 18, 2023. We were appointed by the
Chairwomen of the Supervisory Board on June 26, 2023.
We have been the auditors of the financial statements of
Siemens Bank GmbH without interruption since fiscal year
2018/2019.

We declare that the opinions expressed in this auditor’s
report are consistent with the additional report to the Audit
Committee pursuant to Article 11 of the EU Audit Regulation
(audit report).

In addition to the financial statement audit, we have
provided to the audited Company or to entities it controls
the following services that are not disclosed in the annual
financial statements or management report:

» Confirmation services in connection with the audit
pursuant to part V. no. 11 (1) of the General Terms and
Conditions of the Bundesbank (confirmation relating to
the credit claims submission procedure, KEV)

Responsible German public auditor

The German public auditor responsible for the audit is Dr. Christian Stratmann.

Munich, December 8, 2023

BDO AG
Wirtschaftspriifungsgesellschaft

Otte Dr. Stratmann

Wirtschaftsprifer
(German public auditor)

Wirtschaftspriifer
(German public auditor)

Independent Auditor’s Report
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Disclosures pursuant to
section 26a (1) 2 and
4 of the German
Banking Act (KWG)
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Disclosures pursuant to section
26a (1) 2 and 4 of the German
Banking Act (KWG)

Notes to the annual financial statements of Siemens Bank GmbH, Munich,
for the fiscal year from October 1, 2022 to September 30, 2023

Siemens Bank maintained the following branches in member states of the European Union as
of September 30, 2023:

» Germany: Siemens Bank GmbH, Otto-Hahn-Ring 6, 81739 Munich (head office) with branch
offices in Stuttgart and Disseldorf

As of September 30, 2023, Siemens Bank had two branch offices in countries outside the
European Union:

» United Kingdom: Siemens Bank GmbH, London Branch, 111 Old Broad Street, London, EC2N
1AP

» Singapore: Siemens Bank GmbH, Singapore Branch, 60 MacPherson Road, Singapore,
348615

The consolidated breakdown of operations at these branches is as follows:

Germany United Kingdom Singapore
(* €000) 2023 2022 2023 2022 2023 2022
Business type Lending and Lending and Lending and
guarantee business  guarantee business  guarantee business
Deposit business Fee business Fee business

Fee business

Figures
Sales revenue * 169,155 124,352 52,024 56,226 59,602 49,840
Profit/loss before tax * 16,413 -339,642 87,937 87,080 -89,048 285,583
Taxes on profit * -250 -320 -11,277 -6,660 -954 -4,938
Government assistance received * 0 0 0 0 0 0
Number of employees on payroll 241.5 206.6 39.9 35.0 30.7 28.0

Net interest income and net commission income are aggregated as sales revenues.

Bank-wide external refinancing activities are carried out mainly via the Munich head office,
which means that the branch offices are essentially financed within the Bank itself. For the
presentation on a consolidated basis, all intra-Bank transactions between the branch offic-
es and the head office are not taken into consideration. This has the consequence that, at
branch level, only the valuation effects from foreign currency positions in the lending busi-
ness are taken into consideration which, as in the current fiscal year, results in high positive

or negative valuation results at branch level in the event of strong exchange rate fluctuations.

Taking into consideration the intra-Bank financing transactions, the effects from currency
fluctuations are almost equalized.

Return on investment pursuant to section 26a (1) 4 KWG was 0.0% (previous year: 0.2%).

Disclosures pursuant to section 26a (1) 2 and 4 of the German Banking Act (KWG)
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