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Safe Harbour Statement
This document contains forward-looking statements and information – that is, statements related to future, not past, events. These statements may
be identified by words such as “expects,” “looks forward to,” “anticipates,” “intends,” “plans,” “believes,” “seeks,” “estimates,” “will,” “project” or
words of similar meaning. Such statements are based on the current expectations and certain assumptions of Siemens’ management, and are,
therefore, subject to certain risks and uncertainties. A variety of factors, many of which are beyond Siemens’ control, affect Siemens’ operations,
performance, business strategy and results and could cause the actual results, performance or achievements of Siemens to be materially different
from any future results, performance or achievements that may be expressed or implied by such forward-looking statements. For Siemens,
particular uncertainties arise, among others, from: changes in general economic and business conditions (including margin developments in major
business areas and recessionary trends); the possibility that customers may delay the conversion of booked orders into revenue or that prices will
decline as a result of continued adverse market conditions to a greater extent than currently anticipated by Siemens’ management; developments
in the financial markets, including fluctuations in interest and exchange rates, commodity and equity prices, debt prices (credit spreads) and
financial assets generally; continued volatility and a further deterioration of the capital markets; a worsening in the conditions of the credit business
and, in particular, additional uncertainties arising out of the subprime, financial market and liquidity crises; future financial performance of major
industries that Siemens serves, including, without limitation, the Sectors Industry, Energy and Healthcare; the challenges of integrating major
acquisitions and implementing joint ventures and other significant portfolio measures; the introduction of competing products or technologies by
other companies; a lack of acceptance of new products or services by customers targeted by Siemens; changes in business strategy; the outcome
of pending investigations and legal proceedings, including corruption investigations to which Siemens is currently subject and actions resulting
from the findings of these investigations; the potential impact of such investigations and proceedings on Siemens’ ongoing business including its
relationships with governments and other customers; the potential impact of such matters on Siemens’ financial statements; as well as various
other factors. More detailed information about certain of the risk factors affecting Siemens is contained throughout this report and in Siemens’ other
filings with the SEC, which are available on the Siemens website, www.siemens.com, and on the SEC’s website, www.sec.gov. Should one or
more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary materially from those
described in the relevant forward-looking statement as expected, anticipated, intended, planned, believed, sought, estimated or projected. Siemens
does not intend or assume any obligation to update or revise these forward-looking statements in light of developments which differ from those
anticipated.
New orders; adjusted or organic growth rates of revenue and new orders; the book-to-bill ratio; return on equity, or ROE; return on capital
employed, or ROCE; free cash flow; cash conversion rate, or CCR; EBITDA (adjusted); EBIT (adjusted); net debt and adjusted industrial net debt
are or may be non-GAAP financial measures. These supplemental financial measures should not be viewed in isolation as alternatives to
measures of Siemens’ financial condition, results of operations or cash flows as presented in accordance with IFRS in its Consolidated Financial
Statements. A definition of these supplemental financial measures, a reconciliation to the most directly comparable IFRS financial measures and
information regarding the usefulness and limitations of these supplemental financial measures can be found on Siemens’ Investor Relations
website at www.siemens.com/nonGAAP.
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Executive summary of U.S. healthcare reform
and its impact on our business

 Something will happen: Legislation, in some form, will be enacted which will attempt
to cover the uninsured and lower costs. This may or may not be considered true reform.

 We are deeply involved: While no one can yet predict the final form of the
legislation, we are part of the process and can, therefore, react quickly.

 Total market volume will be affected:
Healthcare IT positively, Diagnostics neutral, and Imaging negatively.

 Market structure will also change: Large hospitals and integrated systems will –
in general terms – be less affected; small hospitals and imaging centers will be more
exposed. Siemens has a leading share in the former and is less vulnerable in the latter.

 Installed base is unlikely to shrink: Underlying procedure demand remains.
 Demographics and new applications will lead to renewed growth:
As in other industrialized countries, the American population is aging and, adding to this,
coverage of the uninsured will drive medium-term demand.
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The financial and ethical catalysts for change will
lead to some form of legislative change in the U.S.

Financial catalysts

Ethical catalysts

 U.S. spent US$2 trillion in 2007 - US$7,421 / person

 47 million uninsured (15% of population)

 U.S. spends 16.2% of GDP on healthcare;
~ 2x average of other developed countries

 Aging population with chronic conditions

 Costs doubled from 1996-2006

 29th in infant mortality among developed countries

 Projected to be 25% of GDP by 2025

 But… cancer survival rates world’s best

 General Motor’s 2007 costs of US$4.6 billion exceeded
steel expenses, adding US$1,525 to every car price

 In past 10 years, 2/3 of Nobel laureates in medicine
worked in U.S.

The hospital capital crisis

Considerations for healthcare reform

 Effect on hospitals easing…but

 Affordable coverage that is portable

 30% of hospitals report a negative operating margin in
Q1 2009

 Government 'public' insurance option

 Life expectancy lower than 41 other countries

 Cash reserves continue to decline

 Reduce waste, inefficiency; improve patient
safety and care

 Inpatient discharges continue to decline

 Maintain long-term fiscal sustainability
 Reduce annual growth rate in costs to 1.5%

Source: The Cost of Inaction – the Urgent Need for Healthcare Reform, HHS, March 30, 2009;
OECD, 2007; Hospital Operating and Financial Performance Improving,
© Siemens AG 2009. All rights reserved.
Center for Healthcare Improvement, August 2009
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The potential impact of healthcare reform
and other related legislation
Potential action

Impact

 Coverage for 47 million uninsured
 Hospitals offer US$155 billion to help fund

 Hospitals reimbursement benefit estimated at
US$16 billion (above savings offered)

 Bundled payments, readmission penalties, care
coordination/quality incentives

 Opportunities for Revenue Cycle and Clinical IT,
Standards of Care consulting practice

 Healthcare reform, if passed, estimated to cost
US$1 trillion (over 10 years)

 Half of which will be paid for by Medicare spending
cuts, including imaging

 CMS imaging use rate change from 50% to 90%
 Senate draft stepped changes from 50% to 75%

 Impact to advanced imaging: MR, CT, PET …
(equipment valued over US$1 million)

 Practice expense payment changes

 11-19% payment reductions: Radiology, Radiation
Therapy, Cardiology

 ARRA: US$19 billion in incentive payments to
providers for Healthcare IT adoption

 Gradual market ramp-up as decisions delayed until
criteria finalized

 Contiguous Body Parts Imaging technical
fee reduction

 Proposal to reimburse first scan at full rate;
50% for subsequent scans

 Excise Tax on medical device industry

 Based on market share of entire business

 Radiology Benefit Managers (RBM)

 Unlikely to be implemented
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Impact on market and on our business

Impact on market volume

Siemens position of strength
 Healthcare IT spending will ramp up once
definitions/criteria are established
 We are actively engaged in discussions and
well positioned to respond quickly
 Installed base unlikely to shrink

Healthcare IT

Diagnostics

Imaging

– Aging demographics

Impact on market structure

– Coverage of uninsured

 Large hospitals and academic medical
centers will be – in relative terms – less
affected
 Smaller hospitals and standalone Diagnostic
Imaging Centers (DIC) likely to be more
exposed
 Consolidation will accelerate
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 Market recovery will be driven by

– New applications

Siemens has leading market share in both
large hospitals and large Diagnostic
Imaging Center chains
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Market position is well aligned with segments less
affected under proposed reform measures

Impact of healthcare reform
Large
hospitals

 Gain from increased efficiency,
demand, increased reimbursement
 Take up volume from smaller hospitals

Medium-size
hospitals

 Need to maintain critical mass
 May need to ramp up services

Small hospitals

 Need for specialization
 Consolidation trend

Large DIC
chains

 Able to build significant referral
networks
 Leverage operations, financing

Standalone
DICs

 Most affected by Deficit Reduction Act
 Most affected by reimbursement cuts
 Most likely to be consolidated

Page 9

Sept. 29, 2009

Capital Market Day Healthcare

Siemens market share
50%

© Siemens AG 2009. All rights reserved.
Healthcare Workflow & Solutions

Outperforming in a fast growing market

Opportunities in China
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China presents sustained opportunity for growth

 Rapidly growing market: Annual growth rate of ~10%..
 Third largest medical imaging market: Expected to surpass Japan within
5 years, fueled by demographics and government initiatives.

 We grow faster than market: And we are particularly well-positioned as the leader
in the leading Chinese institutions.

 We benefit from the ‘trickle-down effect': Technology, procedures, physician
training filter down to all segments.

 Solid value added base: We are 'at home' in China with well established distribution
channels, manufacturing and development.

Page 11

Sept. 29, 2009

Capital Market Day Healthcare

© Siemens AG 2009. All rights reserved.
Healthcare Workflow & Solutions

The Chinese market is set for continued growth

HC spending as % of GDP
5.5%
5.6%
3.7%
3.5%

1995

2005

Source: Economic Analysis for the Chinese Healthcare
Industry, April 2007, Frost and Sullivan

1.39 million physicians
1.05 million nurses, technicians

320,000 hospitals and clinics

56% of urban and 21% of rural
citizens have insurance
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Macro healthcare environment
 Aging demographics: 8.1% of population is
65 years old over (2009 estimate); aging at high speed
 Growing healthcare market due to increases in
cardiovascular disease, cancer, and other diseases:
– Breast cancer in Shanghai has increased by 31%
– 60 million considered obese – equal to population of France
 Life expectancy: 73 years (2009 estimate)

China's healthcare stimulus
 China healthcare stimulus package of €84bn intended to
strengthen infrastructure, expand access
 Three-year plan to rebuild 3,700 urban community health
centers, 11,000 community health clinics; build 2,400 new
urban health centers.
 Basic medical insurance for 90% of citizens by 2011;
for all 1.3 billion citizens by 2020
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We outperform the market in China

China market (revenue)
+10% p.a.

Market
growth

• Historic Siemens revenue
growth double digit

• Outperforming the market
FY 2008

FY 2011E

Volume and market share development: FY 2006 - FY 2008
Total
+12%

+4%

+4%

+4%

+3%

+3%

+4%

#1

#1

#3

#1

#2

#3

MI

CT

US

AX

MR

PACS

+3%

Page 13

Sept. 29, 2009

Capital Market Day Healthcare

#1

+1%
#1

+2%
#4

WH, S

AU

DX
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Siemens is well positioned in the high-end market in
China

Large multi-million projects
China Ministry of Health
No.1 provider in national bidding for PET-CT
Weikang Medical Group
Strategic partnership on Imaging and Diagnostics with the first
private top hospital in North China
Shanghai's first class hospitals
State-of-the art imaging equipment for Shanghai's top hospitals –
Huadong H., Ruijin H., Huashan H.
Sino-German Friendship Hospital
Joint venture to develop cutting-edge, fully digital 500+ bed
hospital in Shanghai's International Medical Zone
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In the Chinese high-end market,
our integrated approach is well received

Imaging equipment
Healthcare IT and PACS
Diagnostics
Sino-German Friendship Hospital:
To be established in the Shanghai
International Medical Zone

Planned in Shanghai's new
International Medical Zone (SIMZ)
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Joint-venture contract signing witnessed by
Chinese president Hu Jin Tao and
German president Horst Koehler
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The 'trickle-down' effect enables Siemens to expand
presence across all market segments

Strong local
presence
Understanding
of diverse
market
Tailored
solutions for
every market
segment
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Leading medical
institutions
Focus: Medical
innovation

Cutting-edge technology solutions

Medium / large-size
urban hospitals
Focus: Advanced
care

Broad diagnostic / therapy solutions portfolio

County-level
hospitals / town-ship
health centers
Focus: Primary
care

Basic healthcare solutions

Rural centers
of excellence
Focus: Physician
training

Basic healthcare solutions
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The trickle-down effect is taking hold
with expansion of rural healthcare clinics
Shaanxi Provincial Hospital

Yan'an

Luochuan County Hospital

Luochuan

Xi'an
Terracotta army

SHAANXI
Central Township Health Centers in Luochuan County
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We are continuously expanding our
sales and distribution channels
Number of
distributors

Number of
sales staff

FY FY FY FY
06 07 08 09E

FY FY FY FY
06 07 08 09E

HLJ
JL
LN

XJ
IM

NX

QH

GS
TB

SC

Distribution network

YN

SD

SX
SN

HEN
HUB

JS
AH
ZJ

CQ
GZ

Regional distributors
and partners

BJ
HEB TJ

GX

Sales development
distributor business

JX

HUN

FJ
GD

RMB million
+25%

Dedicated
Ultrasound
distributors

HAN

Dedicated modality
partners MR, SP
SMART channel
distributors
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We are 'at home' in China with both
manufacturing and R&D centers

Shanghai

 R&D site for Siemens entry-level CT

Wuxi

 Scope: X-ray tubes for global entry
and mid range market

Shenzhen

 2008: SMMR 1st manufacturer in
China of a superconducting 1.5T
magnet system for the world market
 10 year anniversary in 2009
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Safe Harbour Statement
This document contains forward-looking statements and information – that is, statements related to future, not past, events. These statements may
be identified by words such as “expects,” “looks forward to,” “anticipates,” “intends,” “plans,” “believes,” “seeks,” “estimates,” “will,” “project” or
words of similar meaning. Such statements are based on the current expectations and certain assumptions of Siemens’ management, and are,
therefore, subject to certain risks and uncertainties. A variety of factors, many of which are beyond Siemens’ control, affect Siemens’ operations,
performance, business strategy and results and could cause the actual results, performance or achievements of Siemens to be materially different
from any future results, performance or achievements that may be expressed or implied by such forward-looking statements. For Siemens,
particular uncertainties arise, among others, from: changes in general economic and business conditions (including margin developments in major
business areas and recessionary trends); the possibility that customers may delay the conversion of booked orders into revenue or that prices will
decline as a result of continued adverse market conditions to a greater extent than currently anticipated by Siemens’ management; developments
in the financial markets, including fluctuations in interest and exchange rates, commodity and equity prices, debt prices (credit spreads) and
financial assets generally; continued volatility and a further deterioration of the capital markets; a worsening in the conditions of the credit business
and, in particular, additional uncertainties arising out of the subprime, financial market and liquidity crises; future financial performance of major
industries that Siemens serves, including, without limitation, the Sectors Industry, Energy and Healthcare; the challenges of integrating major
acquisitions and implementing joint ventures and other significant portfolio measures; the introduction of competing products or technologies by
other companies; a lack of acceptance of new products or services by customers targeted by Siemens; changes in business strategy; the outcome
of pending investigations and legal proceedings, including corruption investigations to which Siemens is currently subject and actions resulting
from the findings of these investigations; the potential impact of such investigations and proceedings on Siemens’ ongoing business including its
relationships with governments and other customers; the potential impact of such matters on Siemens’ financial statements; as well as various
other factors. More detailed information about certain of the risk factors affecting Siemens is contained throughout this report and in Siemens’ other
filings with the SEC, which are available on the Siemens website, www.siemens.com, and on the SEC’s website, www.sec.gov. Should one or
more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary materially from those
described in the relevant forward-looking statement as expected, anticipated, intended, planned, believed, sought, estimated or projected. Siemens
does not intend or assume any obligation to update or revise these forward-looking statements in light of developments which differ from those
anticipated.
New orders; adjusted or organic growth rates of revenue and new orders; the book-to-bill ratio; return on equity, or ROE; return on capital
employed, or ROCE; free cash flow; cash conversion rate, or CCR; EBITDA (adjusted); EBIT (adjusted); net debt and adjusted industrial net debt
are or may be non-GAAP financial measures. These supplemental financial measures should not be viewed in isolation as alternatives to
measures of Siemens’ financial condition, results of operations or cash flows as presented in accordance with IFRS in its Consolidated Financial
Statements. A definition of these supplemental financial measures, a reconciliation to the most directly comparable IFRS financial measures and
information regarding the usefulness and limitations of these supplemental financial measures can be found on Siemens’ Investor Relations
website at www.siemens.com/nonGAAP.
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Reconciliation and Definitions for
Non-GAAP Measures (I)
To supplement Siemens’ Consolidated Financial Statements presented in accordance with International Financial Reporting Standards, or IFRS, Siemens presents the following
supplemental financial measures:










New orders;
Adjusted or organic growth rates of Revenue and new orders;
Book-to-bill ratio;
Return on equity, or ROE;
Return on capital employed, or ROCE;
Free cash flow and cash conversion rate, or CCR;
EBITDA (adjusted) and EBIT (adjusted);
Net debt; and
Adjusted industrial net debt.

These supplemental financial measures are or may be “non-GAAP financial measures,” as defined in the rules of the U.S. Securities and Exchange Commission (SEC). They exclude
or include amounts that are included or excluded, as applicable, in the calculation of the most directly comparable financial measures calculated in accordance with IFRS, and their
usefulness is therefore subject to limitations, which are described below under "Limitations Associated with Siemens' Supplemental Financial Measures.“ Accordingly, they should not
be viewed in isolation as alternatives to the most directly comparable financial measures calculated in accordance with IFRS, as identified in the following discussion, and they should
be considered in conjunction with Siemens’ Consolidated Financial Statements presented in accordance with IFRS and the Notes thereto. Siemens’ most recent Consolidated
Financial Statements at any given time (the “Annual Financial Statements”) can be found in the most recent Annual Report of Siemens (the “Annual Report”), which can be accessed
at www.siemens.com/annual-report. Siemens’ most recent interim Consolidated Financial Statements (the “Interim Financial Statements”) at any given time can be found at
www.siemens.com/investors under the heading “Publications” – “Financial Publications” – “Financial Statements” or in the most recent Quarterly Report of Siemens (the “Quarterly
Reports”), which can be accessed at www.siemens.com/quarterly-reports.
In addition, in considering these supplemental financial measures, investors should bear in mind that other companies that report similarly titled financial measures may calculate
them differently. Accordingly, investors should exercise appropriate caution in comparing these supplemental financial measures to similarly titled financial measures reported by
other companies.
Definitions, most directly comparable IFRS financial measures and usefulness of Siemens’ supplemental financial measures
Siemens’ supplemental financial measures are designed to measure growth, capital efficiency, cash generation and optimization of Siemens’ capital structure and therefore are used
to formulate targets for Siemens. The following discussion provides definitions of these supplemental financial measures, the most directly comparable IFRS financial measures and
information regarding the usefulness of these supplemental financial measures.
New orders
Under its policy for the recognition of new orders, Siemens generally recognizes a new order when it enters into a contract that it considers “effective and binding” based on its review
of a number of criteria. In general, if a contract is considered effective and binding, Siemens recognizes the total contract value as an order. The value of a contract is defined as the
agreed price or fee of the irrevocable portion of the contract. New orders is not required or defined by IFRS.
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Reconciliation and Definitions for
Non-GAAP Measures (II)
Adjusted or organic growth rates of Revenue and new orders
In its financial reports, Siemens presents, on a worldwide basis and for each Sector and Cross-Sector Business, the percentage change from period to period in Revenue and new
orders as adjusted for currency translation effects and portfolio effects, i.e., the effects of acquisitions and dispositions. The adjusted percentage changes are called adjusted or
organic rates of growth. The IFRS financial measure most directly comparable to adjusted or organic growth rate of Revenue is the unadjusted growth rate calculated based on the
actual Revenue figures presented in the Consolidated Income Statement. There is no comparable IFRS financial measure for the adjusted or organic growth rate of new orders
because, as discussed above, new orders is itself not an IFRS financial measure. Siemens believes that the presentation of an adjusted or organic growth rate of Revenue and new
orders provides useful information to investors because a meaningful analysis of trends in Revenue and new orders from one period to the next requires an understanding of the
developments in the operational business net of the impact of currency translation and portfolio effects. Siemens management considers adjusted or organic rates of growth in its
management of Siemens’ business. For this reason, Siemens believes that investors’ ability to assess Siemens’ overall performance may be improved by disclosure of this
information.
Book-to-bill ratio
The book-to-bill ratio measures the relationship between orders received and the amount of products and services shipped and billed. A book-to-bill ratio of above 1 indicates that
more orders were received than billed, indicating stronger demand, whereas a book-to-bill ratio of below 1 points to weaker demand. The book-to-bill ratio is not required or defined
by IFRS.
Return on equity, or ROE
In line with common practice in the financial services industry, Siemens Financial Services (SFS) uses return on equity, or ROE, as one of its key profitability measures. Siemens
defines ROE as annualized Income before income taxes of SFS divided by the average allocated equity for SFS. The allocated equity for SFS is determined and influenced by the
size and quality of its portfolio of commercial finance assets (primarily leases) and equity investments. This allocation is designed to cover the risks of the underlying business and is
in line with common credit risk management standards in banking. The actual risk portfolio of the SFS portfolio is evaluated and controlled monthly and is reflected in the quarterly
(commercial finance) and annual (equity investments) adjustments of allocated equity.
Return on equity is reported only for the SFS segment. Siemens believes that the presentation of ROE and average allocated equity provides useful information to investors because
management uses ROE as a supplement to Siemens’ Consolidated Financial Statements in evaluating the business performance of SFS, and therefore the measure assists
investors in assessing Siemens’ overall performance.
Return on Capital Employed, or ROCE
Return on capital employed, or ROCE, is Siemens’ measure of capital efficiency. Siemens uses this financial performance ratio in order to assess its income generation from the point
of view of its shareholders and creditors, who provide Siemens with equity and debt. The different methods of calculation are detailed below. Siemens believes that the presentation
of ROCE and the various non GAAP financial measures involved in its calculation provides useful information to investors because ROCE can be used to determine whether capital
invested in the Company and the Sectors yields competitive returns. In addition, achievement of predetermined targets relating to ROCE is one of the factors Siemens takes into
account in determining the amount of performance-based or variable compensation received by its management.
ROCE at the Siemens group level
Siemens defines group ROCE as Net income (before interest) divided by average capital employed, or CE.
Net income (before interest), the numerator in the ROCE calculation, is defined as Net income excluding Other interest income (expense), net and taxes thereon. Taxes on Other
interest (expense), net are calculated in a simplified form by applying the current tax rate, which can be derived from the Consolidated Statements of Income, to Other interest income
(expense), net.
Capital employed, or CE, the denominator in the ROCE calculation, is defined as Total equity plus Long-term debt plus Short-term debt and current maturities of long-term debt minus
Cash and cash equivalents. Each of the components of capital employed appears on the face of the Consolidated Balance Sheet.
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Reconciliation and Definitions for
Non-GAAP Measures (III)
ROCE at the Siemens group level, on a continuing operations basis
Siemens also presents group ROCE on a continuing operations basis. For this purpose, the numerator is Income from continuing operations and the denominator is CE, less Assets
classified as held for disposal presented as discontinued operations net of Liabilities associated with assets held for disposal presented as discontinued operations.
ROCE at the Sector level
For the Sectors, ROCE is defined as Profit divided by average Assets. Profit for each Sector is defined as earnings before financing interest, certain pension costs and income taxes;
certain items not considered performance-indicative by management may be excluded. Assets for each Sector are defined as Total assets less intragroup financing receivables and
investments, less income tax assets, less non-interest-bearing liabilities/provisions other than tax liabilities.
Free cash flow and cash conversion rate
Siemens defines free cash flow as Net cash provided by (used in) operating activities less Additions to intangible assets and property, plant and equipment. The IFRS financial
measure most directly comparable to free cash flow is Net cash provided by (used in) operating activities.
Siemens believes that the presentation of free cash flow provides useful information to investors because it is a cash measure that is not impacted by cash flows related to portfolio
activities and thus is less volatile than the total of Net cash provided by (used in) operating activities and Net cash provided by (used in) investing activities. For this reason, free cash
flow is reported on a regular basis to Siemens’ management, who uses it to assess and manage cash generation among the various reportable segments of Siemens and for the
worldwide Siemens group. Achievement of predetermined targets relating to free cash flow generation is one of the factors Siemens takes into account in determining the amount of
performance-based or variable compensation received by its management, both at the level of the worldwide Siemens group and at the level of individual reportable segments.
Cash conversion rate, or CCR, is defined as free cash flow divided by net income. Siemens believes that the presentation of the CCR provides useful information to investors
because it is an operational performance measure that shows how much of its income Siemens converts to free cash flow. CCR is reported on a regular basis to Siemens’
management.
EBITDA (adjusted) and EBIT (adjusted)
Siemens defines EBITDA (adjusted) as EBIT (adjusted) before amortization (which in turn is defined as Amortization and impairments of intangible assets other than goodwill) and
Depreciation and impairment of property, plant and equipment and goodwill. Siemens defines EBIT (adjusted) as Income from continuing operations before income taxes less
Financial income (expense), net and Income (loss) from investments accounted for using the equity method, net. Each of the components of EBIT (adjusted) appears on the face of
the Consolidated Financial Statements, and each of the additional components of EBITDA (adjusted) appears in the Consolidated Financial Statements or the MD&A thereto, which
may be found in the relevant annual or quarterly report filed with the SEC. The IFRS financial measure most directly comparable to EBIT (adjusted) and EBITDA (adjusted) is Income
from continuing operations before income taxes.
Siemens believes that the presentation of EBITDA (adjusted) and EBIT (adjusted) as a cash earnings measure provides useful information to investors. Therefore EBITDA (adjusted)
and EBIT (adjusted) are also broadly used by analysts, rating agencies and investors to assess the performance of a company.
Net debt
Siemens defines net debt as total debt less total liquidity. Total debt is defined as Short-term debt plus current maturities of long-term debt plus Long-term debt. Total liquidity is
defined as Cash and cash equivalents plus current Available-for-sale financial assets. Each of these components appears in the Consolidated Balance Sheet. The IFRS financial
measure most directly comparable to net debt is total debt as reported in the Notes to the Annual Financial Statements.
Siemens believes that the presentation of net debt provides useful information to investors because its management reviews net debt regularly as part of its management of Siemens’
overall liquidity, financial flexibility, capital structure and leverage. Furthermore, certain debt rating agencies, creditors and credit analysts monitor Siemens’ net debt as part of their
assessments of Siemens’ business.
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Reconciliation and Definitions for
Non-GAAP Measures (IV)
Adjusted industrial net debt
Siemens defines adjusted industrial net debt as net debt less (1) SFS debt excluding SFS internally purchased receivables; less (2) 50% of the nominal amount of our hybrid bond;
plus (3) the funded status of pension benefits; plus (4) the funded status of other post-employment benefits; and plus (5) credit guarantees. Further information concerning adjusted
industrial net debt can be found in the Annual Report under the heading “Management’s discussion and analysis – Liquidity and capital resources – Capital structure.” Siemens
believes that the presentation of our capital structure measure as the ratio of “adjusted industrial net debt” to “EBITDA (adjusted)” provides useful information to investors because
management uses it to manage its debt-equity ratio with the goal of ensuring both unrestricted access to debt financing instruments in the capital markets and its ability to meet
scheduled debt service obligations.
Limitations Associated with Siemens’ Supplemental Financial Measures
The supplemental financial measures reported by Siemens may be subject to limitations as analytical tools. In particular:


With respect to adjusted or organic growth rates of Revenue and new orders: These measures are not adjusted for other effects, such as increases or decreases in prices or
quantity/volume.



With respect to book-to-bill ratio: The use of this measure is inherently limited by the fact that it is a ratio and thus does not provide information as to the absolute number of
orders received by Siemens or the absolute amount of products and services shipped and billed by it.



With respect to return on equity, or ROE: This measure is not adjusted for special items, such as the disposition of equity investments (allocated to SFS) or impairments, and
therefore it has been volatile over prior year periods. In addition, the use of this measure is inherently limited by the fact that it is a ratio and thus does not provide information as
to the absolute amount of Siemens’ income.



With respect to return on capital employed, or ROCE: The use of this measure is inherently limited by the fact that it is a ratio and thus does not provide information as to the
absolute amount of Siemens’ income.



With respect to free cash flow and cash conversion rate: Free cash flow is not a measure of cash generated by operations that is available exclusively for discretionary
expenditures. This is, because in addition to capital expenditures needed to maintain or grow its business, Siemens requires cash for a wide variety of non-discretionary
expenditures, such as interest and principal payments on outstanding debt, dividend payments or other operating expenses. In addition, the use of cash conversion rate is
inherently limited by the fact that it is a ratio and thus does not provide information about the amount of Siemens’ free cash flow.



With respect to EBITDA (adjusted) and EBIT (adjusted): EBITDA (adjusted) excludes non-cash items such as depreciation, amortization and impairment, it does not reflect the
expense associated with, and accordingly the full economic effect of, the loss in value of Siemens’ assets over time. Similarly, neither EBITDA (adjusted) nor EBIT (adjusted)
reflect the impact of financial income and taxes, which are significant cash expenses that may reduce the amount of cash available for distribution to shareholders or
reinvestment in the business.



With respect to net debt: Siemens typically uses a considerable portion of its cash, cash equivalents and available-for-sale financial assets at any given time for purposes other
than debt reduction. Therefore, the fact that these items are excluded from net debt does not mean that they are used exclusively for debt repayment.



With respect to the ratio adjusted industrial net debt to EBITDA (adjusted): The use of this measure is inherently limited by the fact that it is a ratio.

Compensation for Limitations Associated with Siemens’ Supplemental Financial Measure
Siemens provides a quantitative reconciliation of each supplemental financial measure to the most directly comparable IFRS financial measure on the Investor Relations website at
www.siemens.com/nongaap, in the Notes to Consolidated Financial Statements or in the Annual Reports and Quarterly Reports under the heading “Management’s discussion and
analysis,” and Siemens encourages investors to review those reconciliations carefully.
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