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Welcome to the

Siemens Annual Report 2009.

My name’s

Andrea Estrada-Hein.

Together with my colleague Ralf Pfitzner, I’ll be accompanying you
through this Siemens Annual Report. As ambassadors for our company’s green
solutions, we’ll be showcasing the concrete benefits of our Environmental
Portfolio and referring you to further information elsewhere in this Report.

We hope you’ll find the Report interesting and informative.

Andrea Estrada-Hein, Dr.-Ing
After obtaining a master of science degree in
environmental engineering at Stanford University,
Andrea earned a doctorate at the Technical University of Dresden and the Wuppertal Institute
for Climate, Environment and Energy with a dissertation entitled “Resource Efficiency Strategies
for Developing Countries – An Analysis Based
on South America and its Mining Industry.”
Andrea has been employed at Siemens since
2007. After working on various strategy projects
on climate change and other topics at Siemens
Management Consulting (SMC), she joined the
team at Product-related Environmental Protection
at the beginning of 2009, where she is responsible for projects concerning supply chain sustainability and the Siemens Environmental Portfolio.
andrea2009@siemens.com

Ralf Pfitzner
After studying environmental technology at
the Technical University of Berlin and the Swiss
Federal Institute of Technology Zurich, Ralf
worked at the Institute for Future Studies and
Technology Assessment in Berlin from 1995 to
1999. Subsequently employed as a senior consultant at KPMG Sustainability Services from 1999
to 2004, Ralf led a wide array of environmental
management and climate protection projects.
He then joined Siemens, where he headed the
Office for Product-related Environmental Protection until the end of fiscal 2009. In October 2009,
Ralf moved to the new Corporate Sustainability
Department, where he’s responsible for the
Siemens Environmental Portfolio and our
company’s Sustainability Report.
ralf2009@siemens.com

2 Introduction

10 Our world

36 Our company

2 Avatars

3 Our vision
4 Our values

5 Contents Book I

Contents Book I

Our world

Our company

Our structure

Demographic change
and healthcare � 12

Our profile � 38

Industry � 68

A pioneer of our time –
Yesterday, today and tomorrow � 40

Energy � 72

Urbanization and sustainable
development � 18
Climate change and
energy supply � 24
Globalization and
competitiveness � 30

Healthcare � 76
Siemens worldwide –
A network of innovation � 46
Pushing innovation to new heights –
Our Inventors of the Year � 48
Integrity and responsible
value creation � 50
Our understanding of sustainability � 52
Driving sustainable business � 54
Our contribution to sustainable
urban development � 58
Supply chain management and
sustainability – A world of opportunity
Interview with Barbara Kux � 60
Our employees � 62
Siemens – An attractive employer for the
best and brightest people worldwide � 64

66 Our structure
6 Foreword

8 Managing Board of Siemens AG

Cross-Sector Businesses � 80
Cross-Sector Services � 80
Equity Investments � 80

www.siemens.com/values
www.siemens.com/strategy

Our vision
Siemens – The pioneer in
◼

energy efficiency

◼

industrial productivity

◼

affordable and personalized healthcare

◼

intelligent infrastructure solutions
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Our values
Responsible
Committed to ethical and
responsible actions.
Excellent
Achieving high performance
and excellent results.

Our vision and our values

Innovative
Being innovative to create
sustainable value.
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Foreword

A pioneer of our time – Our proven
strategy and enduring vision
Urbanization and sustainable development, globalization and competitiveness,
demographic change and healthcare, climate change and energy supply – the
world is facing major challenges. How can we meet the rising demand for energy
and protect the environment at the same time? How can we increase industrial
productivity while reducing harmful greenhouse gas emissions? How can we
provide efficient, patient-friendly and affordable healthcare systems in cities
and rural areas alike? And how can we create sustainable infrastructures that
satisfy the world’s growing need for mobility? These are far-reaching questions
that demand comprehensive answers. Answers based on experience, expertise, foresight, innovative strength and a sense of responsibility. Answers that
a company like ours, which has been tackling the challenges of its time since
the mid-19th century, is ideally equipped to provide.
As a pioneer in electrical engineering, Siemens was a major force in industrialization. And it’s this pioneering spirit – the spirit that has made us the global
powerhouse we are today – that is pushing us to excel even in these tough
times. Being a pioneer means setting ambitious goals and capitalizing on new
growth opportunities everywhere in the world – particularly in the booming
markets of the world’s emerging countries – with innovative products and
solutions.
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A pioneer of our time – this has been our strategy in the past, and it will
remain our vision for the future. In the current economic and financial crisis,
the demand for market-specific, single-source solutions is higher than ever
before – solutions that promote the well-being of people around the world
and support economic, environmental and social progress. Sustainability in
this broad sense is the guiding principle of all our actions. Our Environmental
Portfolio, which has made us the world leader in green technologies, is a
prime example of what we’re achieving. Today, we’re steadily expanding the
Portfolio’s offerings to further leverage the business opportunities provided
by sustainable economic development. And that’s why we’re continuing to
make major investments in research and development even in today’s difficult
business environment.
We have a clear vision for the future: to be a pioneer in efficient energy supply,
industrial productivity, affordable, personalized healthcare systems and intelligent infrastructure solutions. Our efforts to realize this vision and the answers
we’re finding to the toughest questions of our time are the theme of this
Annual Report.
Peter Löscher
President and Chief Executive Officer
Siemens AG
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How can we help customers minimize
their greenhouse gas emissions?

How will we meet the
world’s growing demand
for energy in the future?
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How can we create a viable infrastructure that not
only meets increasing mobility needs but also delivers
healthcare that is efficient, innovative and – last but not
least – affordable?
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Demographic change and healthcare
With the world’s population burgeoning and life expectancies increasing, demographers are predicting that
the earth will be home to eight billion people by 2025. One of our greatest challenges today is to create
infrastructures capable of supporting billions of people while conserving the world’s diminishing supplies
of natural resources and satisfying humanity’s increasing need for mobility – all without damaging the
environment or exacerbating the greenhouse effect. What’s more, as societies age, the demand for medical
services is mounting even as healthcare costs worldwide are soaring. To establish healthcare systems that
can perform effectively over the long term and to make medical services affordable for all, we’ll need innovative technologies that enhance the quality of care while cutting costs – enabling more and more people
to live longer, healthier lives.

www.siemens.com/urbanization-sustainabledevelopment

Urbanization and sustainable development
With their economic importance on the rise, cities have become the growth engines of the future.
However, this development is creating serious challenges for urban centers as municipal infrastructures are being pushed closer and closer to their limits. In addition, cities consume vast amounts of
natural resources: they account for 75 percent of the world’s total energy consumption and generate 80 percent of its greenhouse gases. Sustainable, energy-efficient infrastructures for buildings,
transportation, power supply and water supply are urgently needed to preserve the quality of urban
life, ensure competitiveness, conserve natural resources and protect the environment.

10

2 Introduction

10 Our world

36 Our company

10 Our answers to the toughest
questions of our time

12 Demographic change and healthcare

18 Urbanization and sustainable development

Our world
www.siemens.com/climatechange-energysupply

Climate change and energy supply
Energy consumption is increasing worldwide, natural resources are dwindling, and climate change is threatening the environment. At the same time, economic growth is still largely based on fossil fuels. No wonder the
concentration of CO2 in the atmosphere has reached unprecedented levels. If CO2 emissions were to double
by 2035, average temperatures on our planet would rise by 1.5 to 4.5 degrees Celsius – with dramatic consequences for civilization and the entire biosphere. The most effective way to combat the negative effects of
climate change is through innovation across the entire power conversion chain. Greenhouse gas emissions
can be substantially reduced by implementing existing technologies that boost energy efficiency and facilitate
sustainable resource utilization. The resulting energy savings illustrate how intelligent climate solutions are
opening up opportunities to combine environmental benefits with economic advantages.

www.siemens.com/globalization-competitiveness

Globalization and competitiveness
The world is getting smaller. Free and unfettered competition, open markets and networked communications
are driving growth and enhancing prosperity. As companies gain access to larger and larger markets, they’re
increasingly exposed to the pressures of international competition. Global processes – from supply chain management and R&D to production, marketing and sales – are placing growing demands on enterprises, particularly with regard to cost, efficiency and innovation. To survive in global competition, companies must produce
high-quality, affordable, customized products quickly and cost-effectively while complying with environmental
standards and sustainability requirements. Only organizations that continuously improve their productivity,
energy efficiency and flexibility can compete successfully in today’s world.
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How can disease be detected before symptoms appear?

How can the flood of
medical data be bundled
to accelerate analysis?

How can different types of cancer be diagnosed earlier?

4:25 p.m.

4:23 p.m.
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and healthcare
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Will Jimmy be able to afford good
medical care when he’s my age?

With our innovative technologies and efficient IT solutions, we stand
for improved healthcare worldwide at lower cost.
As life expectancy increases, healthcare costs are climbing. We offer
cutting-edge solutions that improve the quality of care before, during
and after treatment – from extremely accurate diagnostic systems to
software solutions that help optimize clinical workflows. And that
not only cuts costs but also benefits patients.
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Demographic change
and healthcare
Demografischer Wandel
und Gesundheit

As one of the world’s
leading providers to the
healthcare industry, we’re
ensuring that diseases can
be treated earlier, more
accurately, more efficiently
and more comfortably.

Demographic change represents an enormous challenge to existing healthcare systems all over
the world. Low birth rates, combined with increases in life expectancy worldwide, mean that societies are getting older. As a result, healthcare costs are exploding, making quality care unaffordable
for many. Healthcare systems are becoming more and more expensive to operate, and the additional costs cannot be covered by higher public spending alone. What’s needed are technological
innovations that will make healthcare accessible and affordable for everyone. These technologies
will make it possible to detect and treat disease considerably earlier than in the past – not only
improving patient prognoses and the quality of life but also eliminating many of the costs associated with treating disease at a more advanced stage.
As one of the world’s leading providers to the healthcare industry, we’re tackling these challenges. For example, our highly efficient computed tomography (CT), magnetic resonance imaging
(MRI) and advanced laboratory diagnostic systems are enabling healthcare providers to detect disease at the earliest possible stage, while our molecular medicine solutions make it possible to
identify genetic predispositions to diseases such as cancer and Alzheimer’s disease. Our laboratory
diagnostics systems and reagents for clinical diagnostic tests are helping physicians not only detect disease but also monitor patient conditions and therapies. All these systems generate a huge
amount of data, which can be managed using intelligent software solutions. This data is then
made available at the right time and place, ensuring that decisions are based on up-to-date patient
information.
Our products and solutions for the entire healthcare continuum – from prevention and early
detection to diagnosis, therapy and follow-up care – play a key role in diagnosing diseases earlier
and with greater precision and patient comfort while improving treatment efficiency.
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A revolution in CT imaging

Molecular imaging meets CT

Improved early detection

Our Somatom Definition Flash is an
innovative CT scanner that is setting
new industry-wide standards for
speed and dose reduction: it requires
only a fraction of the radiation dose
used by previous systems to scan even
the tiniest anatomical details faster
than ever before. For example, the
unit can generate an image of the entire heart in about a quarter of a second – less than half a heartbeat.
The Somatom Definition Flash features new dual-source CT technology,
in which two X-ray tubes revolve
around the patient’s body simulta
neously. The fastest scanning speed
ever achieved in computed tomography – up to 43 centimeters per second
– and a temporal resolution of 75 milliseconds enable complete scans of
the entire chest region, for example, in
just 0.6 seconds. As a result, patients
no longer need to hold their breath
during the examination. What’s more,
the Somatom Definition Flash operates with a dramatically reduced dose
of radiation. For example, a heart scan
can be performed with less than one
millisievert (mSv), while the average
effective dose required for this purpose is usually as high as 30 mSv.

Our Biograph Molecular CT (mCT)
scanner is the first system to combine
the capabilities of an advanced CT
scanner with those of a high-resolution positron emission tomography
(PET) system. With conventional PETCT devices, the CT component can
perform only a limited range of CT
scans. In launching the Biograph mCT,
we’ve rung in the era of “molecular
computed tomography.” On the one
hand, the unit is a CT system that offers molecular imaging; on the other,
it’s a PET system into which the extensive options provided by computed
tomography have been integrated.
Particularly at a time when healthcare budgets are shrinking, the new
system is ideally suited to performing
not only high-quality CT scans, but
also PET-CT scans – and to doing so
economically. The device also promotes close cooperation between the
diagnostic disciplines of traditional radiology and molecular imaging.

We’ve launched Europe’s first multifunctional ultrasound breast scanner
that automatically records the volume
of the female breast: the Acuson
S2000 Automated Breast Volume
Scanner (ABVS). Featuring a user-independent, standardized imaging process, the system is also suitable for
early detection of breast cancer via ultrasound. This application is particularly important in the case of patients
with dense breast tissue because – according to reports in the New England
Journal of Medicine – dense breast tissue makes a woman five times more
likely to contract breast cancer. While
conventional mammography will remain the first-choice scanning method
for early detection of breast cancer, a
study conducted by the Radiological
Society of North America shows that
the detection rate for impalpable invasive breast cancer increases by 42 percent if the mammogram is combined
with an ultrasound scan.
The Acuson S2000 enables physicians to reach a more reliable diagnosis than was possible with earlier
methods. In addition, scans can now
be performed more quickly, and the
results are available immediately.
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Demographic change
and healthcare

More efficient clinical imaging

Allergy tests for careful diagnosis

Turnkey hospital solutions

Our Healthcare Sector provides software solutions that support the workflow processes associated with radiological imaging, helping improve the
efficiency and accuracy of image evaluation.
Our new imaging software for the
advanced visualization and multimodality evaluation of clinical cases –
syngo.via – demonstrates once again
that we’re leading the way in addressing market demands for clinical imaging. syngo.via and syngo.via-based independent clinical applications help
to improve evaluations of clinical images and support efficient, task-oriented clinical workflows – from patient
exams to the distribution of exam
results. For example, by automating
certain pre-defined process steps,
syngo.via makes it possible to cut the
number of manual subtasks needed to
set up image evaluations, which helps
reduce errors and achieve precise and
efficient diagnoses – even across different image acquisition modalities.
Our innovative technologies enable
us, uniquely, to combine imaging systems and evaluation software and
bundle them into a complete clientserver solution – to the advantage and
benefit of our customers, who can access images more quickly, focus on
evaluations and make prompt diagnoses – all factors that support highquality patient care.

Millions of adults and children suffer
from allergies. However, symptoms
like runny noses, watery eyes and
coughing are not just unpleasant, they
can also negatively impact the quality
of life. The key to providing the correct
therapy is accurate diagnosis. Conventional allergy tests, in which suspected allergens are injected beneath the
skin, are tedious and, sometimes,
painful. Siemens’ 3gAllergy – a thirdgeneration test – measures allergenspecific IgE antibodies directly in the
blood.

Applying its proven integrated concepts – Total Building Solutions and
Totally Integrated Power – Siemens
provides turnkey hospital solutions
covering a building’s entire lifecycle,
from construction to operation to modernization. The portfolio includes systems for fire prevention and protection,
electronic safety and security, building
comfort and energy efficiency.
Our turnkey hospital solutions have
numerous advantages: hospitals work
with a single, expert partner who ensures energy savings and reduces environmental impact, hospital staff can
now rely on efficient operations that
involve few sources of error, and patients can enjoy enhanced comfort,
safety, and security.
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Urbanization and
sustainable development

How can we save energy and cut costs
by modernizing buildings?

How can we improve urban infrastructures to ensure
that our cities remain livable?
7:20 a.m.
7:15 a.m.
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How can we transport energy over long
distances as efficiently as possible?

How can we leverage advanced IT solutions to
slash CO2 emissions and maximize cost efficiency?

8:05 a.m.

7:47 a.m.

7:55 a.m.
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Urbanization and
sustainable development

Do I have to live in the city to work there?

With hundreds of millions of people worldwide commuting to work in cities every
day, the growing need for mobility solutions comes as no surprise. Traffic jams are
already costing the European Union alone an estimated €100 billion in lost economic
performance every year. A waste of resources that cries out for intelligent solutions –
solutions that our extensive portfolio of products and systems can provide.
It’s common knowledge that an integrated approach is more effective than the sum
of its individual parts. That’s why we’ve developed Complete mobility – a comprehensive solution that networks different transportation systems. London offers a striking
example of how a networked system can transport people and goods more efficiently
while minimizing environmental impact. First, the city increased the number and
frequency of advanced commuter trains and optimally integrated regional rail traffic
into the local mass transit system. Second, a congestion charge was introduced for
cars entering the city center. Intelligent networks like London’s can also equip other
traffic-plagued cities for a sustainable future. And we welcome this prospect, since
the dynamic market for innovative transportation systems is creating major opportunities for our company.
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8:15 a.m.

In London, our Desiro
electric trains lose no
time getting people
to their destinations.

Complete mobility – The
perfect integration of all
transportation systems

In 2007, for the first time in history, more people lived in cities than rural areas. By 2030, over
60 percent of the world’s population will reside in urban centers. But as cities and economic systems grow, so do the challenges, and urban infrastructures are beginning to show the strain. City
dwellers around the world want a high quality of life. They need clean air, clean water and a reliable
power supply. They need a healthcare system. And they need mobility. Transportation networks
must be able to move millions of people with minimal environmental impact and as economically
as possible. In other words, a satisfactory quality of life requires smoothly functioning infrastructures. And this is where we come in: our comprehensive portfolio of products, systems and services
offers solutions to the challenges facing cities in the areas of transportation, buildings, lighting,
power supply, healthcare, water and security. No other company can rival our extensive portfolio
of technologies for major urban centers.
As an integrated technology company, we’re helping cities increase their competitiveness, their
ecofriendliness and the quality of life they provide. Our Siemens One initiative, in particular,
enables us to offer products, systems and complete solutions tailored to the needs of modern
metropolises.
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Energy-saving contracting

Humanity’s most vital resource

Ecofriendly mass transit

Intelligent building systems can save
vast amounts of energy. With the help of
improved heating, ventilation, air conditioning, lighting, water and power supply systems, energy costs can be reduced
by an average of 20 to 30 percent. Energy-saving performance contracting projects from Siemens are identifying and
tapping these potential savings through
targeted building modernization and
optimization – slashing structures’ operating costs, reducing the amount of CO2
they emit and boosting their value and
reliability.
Energy accounts for more than
40 percent of the operating costs of a
typical office building. And this is
where energy-saving performance
contracting proves its worth. We’re the
only supplier on the market to offer
comprehensive solutions that enable
customers to recoup the costs of increasing the energy efficiency of commercial properties through energy
savings.
We’ve implemented more than
1,000 energy-saving performance contracting projects worldwide – with
guaranteed savings of over €2 billion
and a reduction in CO2 emissions of
more than 1.4 million tons. We’ve captured a leading position in the market
for energy-saving buildings in both
the U.S. and Europe. Business potential in this area is expected to total
some €20 billion over the next ten
years.

The need for adequate, high-quality,
economical and ecofriendly supplies
of drinking and process water is posing increasingly complex challenges
for both communities and industrial
enterprises. Offering a dependable,
wide-ranging and sustainable supply
of everything from individual products
to complete, integrated systems, we
boast the world’s most extensive portfolio of cost-effective and reliable water technologies, including conventional filtration systems, membrane
filtration systems, membrane bioreactors, ultraviolet disinfection technologies and much more. In California’s
Orange County Water District, for example, water that was previously
discharged into the ocean is now being recovered and reused locally. A
MEMCOR submerged membrane filtration system from Siemens removes
suspended matter, bacteria and pollutants from the secondary wastewater.
An impressive 284 million liters of reclaimed water are now being delivered
to California households, industry and
agriculture every day. What’s more,
the water quality in the groundwater
basin is higher than ever before. In the
Kranji District of Singapore, where
space is just as scarce and valuable as
water, we’ve also installed a MEMCOR
membrane filtration system, which
couples high energy efficiency with
minimal space requirements.

When it comes to a city’s attractiveness, competitiveness and quality of
life, mobility is a major factor. That’s
why transportation networks are one
of the most important infrastructure
systems that cities provide. And it’s
here that modern mass transit systems have a key role to play. Our comprehensive portfolio for urban mobility
encompasses everything from streetcar systems, regional trains and subways to fully automated driverless
trains like the Véhicule Automatique
Léger (VAL).
In June 2009, we rolled out the new
Airval airport shuttle, a fully automated rail system that consumes less energy and produces less dust and noise
than previous models. We also developed and manufactured Oslo’s new
metro system – a paragon of ecofriendliness. The metro’s vehicles consume 30 percent less energy than
their predecessors. In Vienna, our ultra-low-floor technology, which minimizes vehicle entry height, facilitates
boarding for streetcar passengers. And
in Denver, Colorado, our customer-oriented mass transit concepts are also
proving highly successful: in fiscal
2009, the city ordered 55 additional
light-rail vehicles from Siemens.
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Urbanization and
sustainable development

Electricity from the sun

Long-distance HVDC technology

Sustainable IT solutions

In an age of dwindling fossil fuel supplies, renewable energy sources are
becoming increasingly important.
Photovoltaic systems, which convert
solar power directly into electrical energy, are both a key technology for
climate-compatible power generation
and a major future market, with projected annual growth rates of 20 percent over the next few years. And our
company is well-prepared to seize this
opportunity. Active in the area of photovoltaics for more than 25 years,
we’re poised to continue expanding
our solar business.
As a general contractor, we’re focusing on developing and implementing
large-scale photovoltaic systems for
customers in the industrial and energy
sectors. For example, we’ve supplied
systems integration technology for
Bavaria Solarpark, one of the world’s
largest solar power plants. And in
Italy’s Campania region, we recently
installed a 1-MW solar power plant,
which is supplying some 350 local
households with ecofriendly elec
tricity.

Electricity from renewable energies is
seldom generated in cities. More often,
it’s produced far away from the places
where it’s needed most. As the following examples illustrate, our high-voltage direct-current (HVDC) transmission
systems are transporting large amounts
of electricity over great distances with
minimal loss – all around the world.
We’ve built a 295-kilometer HVDC
undersea cable connection between
Australia and Tasmania that is capable
of transporting up to 626 megawatts
(MW) of electricity. Since mid-2007,
Long Island, New York and Sayreville,
New Jersey have been linked by a
750-MW HVDC system we delivered. In
India, our HVDC technology is improving the energy efficiency of the 660MW link between Ballia and Bhiwadi
while reducing annual CO2 emissions
by 250,000 tons compared to conventional alternating-current systems. In
China, we’re currently constructing
the world’s first 800-kV HVDC system.
The new system’s high voltage will
ensure that losses during transport
are even lower than with other types
of HVDC transmission. Linking the
Yunnan and Guangdong provinces,
the system will transport up to 5,000
megawatts of carbon-free hydroelectric power over a distance of 1,400 kilometers – reducing CO2 emissions by
some 30 megatons a year.

Our company’s commitment to promoting both economic growth and
environmental stewardship is reflected in our IT for Sustainability program.
As a global player with comprehensive
industry expertise, we’re helping customers improve energy and resource
efficiency across all business processes and operations while substantially
reducing CO2 emissions and costs. We
provide everything from consulting
services to IT and communications
solutions to energy management systems and intelligent supply networks.
Our Transformational Data Centers,
which also encompass energy recovery concepts, can increase capacity
utilization by over 80 percent and reduce energy consumption by more
than 30 percent. Our United Communication Solutions and Services enable
simple and intuitive communication
across all media and forms of communication, cutting energy consumption
and minimizing the need for business
travel. And our electronic power auction platform coordinates cross-border
electricity capacities, enabling grid
operators to increase their efficiency
by improving network utilization.
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How can we provide reliable electricity supplies
for 100 million people?

How can we reduce harmful greenhouse
gas emissions?

5:42 p.m.

5:37 p.m.
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Climate change
and energy supply

How can we harness the energy
of the wind and the sun?

How can we cut our energy requirements without
reducing our quality of life?

6:04 p.m.
5:49 p.m.

5:56 p.m.
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How can we make power failures a thing
of the past?

Energy supplies are not dependable in many of the world’s cities and
rural regions. Our high-voltage direct-current (HVDC) technology is
ideally suited for transporting power across long distances reliably and
efficiently – from hydroelectric power plants to distant metropolitan
areas, for instance. Their extremely low-loss transmission makes our
HVDC systems extraordinarily ecofriendly.
Our smart grid solutions take a different approach to safeguarding power
supplies. By adjusting for excess or insufficient capacity, they eliminate
the impact of grid fluctuations on consumers. For remote areas not connected to power grids, we provide off-grid solutions, including solar “filling stations” where battery-operated lamps and small appliances can be
recharged.
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Climate change
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Siemens is the leading
global provider of products,
solutions and services
for the entire energy
conversion chain – from
generation to transmission
and distribution.

Technological innovations are the most powerful lever for mitigating the effects of climate change.
As a leading provider of climate-protection technologies, we’re a key player in this field. Our extensive portfolio in the areas of power generation, distribution and utilization offers highly effective
measures for reducing CO2 emissions. And that’s what makes our portfolio profitable as well as
environmentally friendly. Our aim is to ensure sustainable energy supplies – by boosting the efficiency of conventional power plants and driving the use of renewable energies.
At the consumer end, our products and solutions – for example, our energy-efficient building
technologies, advanced LEDs for lighting applications, and energy-saving motors for the manufacturing industry – are helping optimize resource utilization. We’re also committed to meeting the
strictest environmental standards for our production processes. By 2011, we intend to raise our energy efficiency 20 percent and slash our production-related CO2 emissions 20 percent on a revenueadjusted basis.
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Modernizing coal-fired power plants

Offshore wind farms

Solar-thermal power plants

One good way to cut CO2 emissions is
to modernize and upgrade existing
power plants. This applies particularly
to coal-fired power plants, which generate considerably more emissions
than combined-cycle stations. We’re
experts at refurbishing such plants to
boost their efficiency. In our newly installed coal-fired plants, efficiency is
expected to exceed 50 percent by
2020, compared to current rates of up
to 47 percent. This increase will be a
boon to power utilities, enabling them
to realize substantial cost savings.

It’s been 18 years now since our company first became active in the field of
offshore technology. We’ve already
provided turbines for several offshore
wind farms and are currently involved
in a number of further projects. For
instance, together with our Norwegian partner, StatoilHydro, we’re now
testing the world’s first multi-megawatt floating wind turbine off the
coast of Norway. We supplied the Hywind prototype turbine, which went
into test operation on September 8,
2009. This pilot project aims to demonstrate that wind turbines which
are not firmly anchored to the seabed
can generate substantial amounts of
energy. Located some 12 kilometers
southeast of the Norwegian island of
Karmøy, the floating turbine is held in
place by three steel cables moored to
the seabed at a depth of 220 meters. It
has a capacity of 2.3 megawatts and a
rotor diameter of 82 meters. During
the two-year test phase, the electricity
generated will be transported to the
mainland via a marine cable. All our
turbines feature high corrosion pro
tection, remote monitoring options,
lightening protection systems and position lights. With over 800 megawatts
of installed capacity and an order
backlog of more than three gigawatts,
we’re now the market leader in offshore wind power.

When electricity is generated by
means of solar-thermal technology,
mirrors are used to focus solar rays.
The resulting high temperatures heat
water, producing water vapor which
drives a steam turbine that generates
power without producing any CO2
emissions. Our SST-700 industrial
steam turbine, which generates up to
130 megawatts of electrical power,
enables rapid startup times and quick
load reversals, making it particularly
suitable for solar-thermal power plants
used for non-continuous operation.
We’re the world market leader in
turbines for solar-thermal systems.
The most common type of system today makes use of parabolic mirrors as
collectors. Other up-and-coming technologies which are finding growing
application include linear Fresnel collector systems with flat mirrors and
central solar power towers with slightly curved mirrors, or heliostats. To
date, solar-thermal power plants have
been built in Andalusia, Spain, for instance, as well as in Nevada and California in the U.S.
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Smart grid technology

Energy-saving motors

Green data centers

A smart grid is an intelligent network
for power transmission and distribution
that is based on bidirectional communication among all the players in the
electricity market. It encompasses the
entire energy conversion chain, from
power generation to end consumer.
Power utilities must achieve a balance
between electricity production and the
actual electricity consumption of
households and industry. This task is all
the more daunting because energy
from renewable sources is fed into the
grid at irregular intervals. That’s where
the smart grid comes in, creating an
overarching structure comprising large,
centralized suppliers, small, decen
tralized suppliers who feed into the
network only intermittently, and consumers. This integrated approach is
made possible by features such as the
grid’s expanded automation structure,
advanced sensors and decentralized
information and communications
structure. In addition to enhancing the
efficiency and reliability of the power
supply chain, smart grids enable consumers to actively participate in the
energy market and thus contribute to
climate protection.

Electric motors are now an integral
part of daily life and industrial activity,
powering everything from escalators,
ventilators and trains to paper machines. At a medium-sized paper-making company, for example, more than
3,000 motors operate around the
clock. And they consume a lot of electricity: electric drives and motors account for up to 70 percent of the energy consumed in industrial plants.
We’re tackling this challenge with new
energy-saving motors that reduce
power losses by as much as 40 percent
compared to conventional motors. By
using frequency converters on previously unregulated drives, energy consumption can be cut by up to 50 percent. When energy-saving motors and
frequency converters from Siemens
were installed at an automotive paint
line, for instance, the amount of power
consumed by the pumps, ventilators
and logistics installations was slashed
by an impressive two-thirds.

Computers, servers and data centers
devour enormous amounts of electricity. In Germany alone, data centers
consume as much power as 2.5 million
households. That translates into nearly 6 million tons of CO2 – and the figure
is rising. In response to these challenges, we’ve developed our integrated Transformational Data Center portfolio to address all data center needs
– from planning and assembly to operation and outsourcing.
By consolidating data centers and
introducing leading-edge virtualization technologies, we’re pushing the
capacity utilization of the data centers
we operate to over 80 percent while
cutting energy consumption more
than 30 percent. We also offer energy
recovery concepts that include the use
of waste heat and groundwater-based
cooling.

66 Our structure
24 Climate change and energy supply

29
30 Globalization and competitiveness

How can we enhance the quality of life on our
planet with our products and solutions?
11:22 a.m.

11:10 a.m.
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How can we ensure that a factory’s automation
systems will operate smoothly when the factory
is still on the drawing board?

How can we get healthcare costs under control
while improving patient outcomes?

11:47 a.m.

11:45 a.m.
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How can we supply enough clean
water for people everywhere – today
and tomorrow?

According to UN estimates, some 1.1 billion people in the world today
don’t have access to clean water. By 2025, the figure is expected to be
4.5 billion. What’s more, less than one percent of the earth’s water
reserves are suitable for drinking. The challenges are enormous – and
we’re tackling them. Our technologies are helping secure water supplies worldwide while conserving valuable water resources.
Sustainable solutions such as cutting-edge micro- and ultra-filtration
technologies are the key to meeting the steadily growing demand
for water while minimizing environmental impact. We’re setting new
standards in ecofriendly wastewater treatment, where our innovative
membrane technology and biological processes are slashing energy
consumption by up to 40 percent.
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A precious resource – With our
advanced water treatment
t echnologies, we’re helping
meet the continually growing
demand for clean water.

We’re a world leader in
end-to-end product and
service offerings, process
expertise and value-adding
solutions.

Globalized logistics and business activities are bringing the regions of the world closer and closer
together. While this development is providing companies with new opportunities in rapidly growing markets, it’s also increasing competitive pressures. At the same time, the innovation cycle is
accelerating relentlessly. To succeed in the face of global competition, companies must master
tremendous challenges.
And this is where Siemens comes in. As the world market leader in industrial applications, we’re
providing more and more customers with products and solutions that are continuously refined and
tailored to meet their individual needs. For example, our water treatment systems are enhancing
the quality of life for large numbers of people. No other company can match our end-to-end product and service offerings, process expertise and value-creating solutions. Our automation systems
are facilitating and accelerating industrial processes, and our building and security technologies
are optimizing and streamlining production and working conditions. In addition, we’re providing
mobility solutions and networking transport systems all around the world.
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Total Building Solutions

The SPPA-T3000 control system

Electronic health records

To meet today’s high standards of efficiency, comfort, security, reliability
and flexibility, buildings require applications from a wide array of technologies – from building automation, fire
safety and security to lighting and lowvoltage power distribution. As an expert in all these areas, we ensure the
reliable operation of office blocks,
complex production facilities, hospitals, airports and buildings for the life
sciences industry. Comprising the infrastructure needed to network, monitor and control all of a building’s systems, our Total Building Solutions offer certified packages of products and
systems that fulfill all the requirements of advanced building technology. To contain fires and facilitate
building evacuation, for example, fire
safety systems are directly linked to
climate and door control systems. To
maximize security, lighting is connected to alarm systems. And to conserve energy, lamps are automatically
switched off and heating systems
turned down in unoccupied rooms.

Our SPPA-T3000 power plant automation system is one of the world’s most
advanced control platforms. This
fourth-generation system enhances
the cost efficiency of power plants by
continuously monitoring up to
100,000 process inputs and outputs.
Functions like machine protection and
thermodynamic plant monitoring as
well as simulators for training plant
employees can be completely integrated into the automation system.
This seamless integration not only
guarantees a uniform user interface
for the various applications but also
cuts operator costs for hardware,
maintenance and employee training.
With its new range of functions, our
SPPA-T3000 control system offers intelligent, cost-efficient solutions for all
types of power plants.

Electronic health records enable clinicians to collect and optimally administer disease and treatment information.
With a patient’s consent, treating physicians can access an individual’s complete medical history, allergy data,
prescribed medications, clinical images, lab results and much more – clearly
an advantage when it comes to enhancing diagnostic accuracy.
Klinikum Chemnitz, one of Germany’s largest hospitals, shows how the
system actually works. This facility is
one of the country’s first in which a
teleradiology service has been linked
to an electronic health record. Patients’ demographic and administrative data can now be transferred from
external sources and made available
in the electronic health record. This
means, for example, that an accident
victim admitted to an area hospital
that is networked with Klinikum
Chemnitz can be diagnosed on the basis of computed tomography images
without a specialist being physically
present. The patient’s image data is
relayed electronically to the hospital,
where a specialist on duty then provides the diagnosis – a prime example
of how electronic health records can
help cut costs while enhancing the
quality of care.
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Efficient energy management

Totally Integrated Automation

Product lifecycle management

With energy costs rising, competitive
pressures intensifying and climate
awareness increasing, concepts for
energy-optimized equipment and systems are sparking greater interest
than ever before. Today, the focus is
not only on procurement costs but on
a product’s entire lifecycle costs, including operating outlays, energy
consumption and resource use. Cutting costs by as much as 70 percent,
our energy-saving motors and frequency convertors for variable-speed
operation are pillars of efficient energy
management. Using our SinaSave
software tool, customers can easily
calculate how quickly their investments in energy-saving motors and
converters will pay for themselves.

Our Totally Integrated Automation
platform provides a homogeneous
environment for implementing customized automation and drive solutions in every type of industry. Mechanical and systems engineers,
systems integrators and end customers alike benefit from the end-to-end
harmonization of all production components, products and systems. Optimized processes cut lifecycle costs
while enhancing production operations. Already during the development
phase, we ensure that all products and
systems are seamlessly integrated –
optimizing interaction across generations and protecting customers’ earlier
investments.

In an age of fast-paced technological
change and growing demand for customized products, industrial equipment and systems must be adapted to
current market needs more quickly,
flexibly and cost-effectively than ever
before. Throughout the entire product
development process, speed is a key
competitive advantage. In today’s increasingly complex competitive landscape, conventional development and
production processes are reaching
their limits. That’s where the digital
factory is breaking new ground with
the simulation of production scenarios
– all the way from product conception
to the recycling phase. Product lifecycle management (PLM) is the preferred
approach for transforming fledgling
ideas into successful products. Our
industrial software translates this concept into proven solutions that are
open, scalable and flexible. Using our
PLM software, manufacturers can
simulate production steps and operational states, without the need for
costly real-world prototypes. In the
field of mechanical engineering, for
example, we offer PLM solutions that
span the entire process chain – from
computer-aided design and manufacturing to the construction of entire
virtual machines. The advantages:
time-to-market is accelerated considerably, while end customers benefit
from improved product quality and
productivity.
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www.siemens.com/about-us

Our profile
As a global powerhouse in electronics and electrical engineering, Siemens has always been
synonymous with technological excellence, innovation, quality, reliability and internationality. Today, we’re an integrated technology company, bundling the comprehensive expertise of our entire organization through our Siemens One initiative. Leveraging this unique
approach, we’re supporting customers in some 190 countries with innovative, made-to-
measure solutions from a single source. By focusing our business activities on the industry,
energy und healthcare segments, we’re poised to profit from demographic change,
urbanization, climate change and globalization – the megatrends of today and tomorrow.

www.siemens.com/sustainability-report

Our understanding of sustainability
Profitable long-term growth is our aim, and responsible value creation is paving the way for our
success. That’s why we regard the integration of the economic, environmental and social aspects
of our business activities as a permanent obligation and an ongoing challenge. In the future, we
intend to focus even more intensely on sustainable business opportunities. And this is where our
Environmental Portfolio comes in. Spanning the entire energy conversion chain, the Portfolio covers
everything from the generation and distribution of electricity to its utilization. The Portfolio’s offerings also include effective environmental and climate protection measures as well as leading-edge
technologies for water management and air pollution control.
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Our company

www.siemens.com/employees

Our employees
Our success is based on the commitment of our roughly 405,000 employees. Fostering
and developing this workforce is part of our company culture. A culture that places a high
value on each individual – on his or her abilities, ideas and continuing education. A culture that builds on a 160-year history and stands for openness and curiosity. A culture that
brings together employees of many nationalities and integrates their creativity and capabilities. A culture that makes the vision of a healthy work-life balance a reality. Why is this
so important to us? Because we know that only satisfied employees can create the innovative products and solutions we need to capture leading positions in tomorrow’s key markets worldwide and achieve sustainable success.
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www.siemens.com/about-us

Compliance I Ethical business at all times and all places – this is the cornerstone of our activities and our company culture. Everywhere in the world,
the same binding principle applies to each and every one of our managers and
employees: zero tolerance for corruption. All our business activities must comply with legal requirements and our own mandatory internal rules, which go
beyond existing anti-corruption statutes.
www.siemens.com/compliance

Environmental protection I For us, environmental protection is more
than an entrepreneurial duty; it’s also a social responsibility and a success
factor. We’re shaping the lives of large numbers of people all around the
globe with our infrastructure offerings, energy transmission technologies
and healthcare solutions. And we’re tackling environmental challenges worldwide with our innovative production processes and advanced environmental
management systems.
www.siemens.com/environmentalprotection

Suppliers l In the countries where we conduct procurement activities, we
have a major impact on society and the environment. We expect our suppliers worldwide to ensure that they and their own suppliers respect human and
employee rights and comply with all applicable environmental requirements,
occupational health and safety standards, and anti-corruption regulations.
www.siemens.com/supplier

Occupational safety and health management l As an integral part of
our company culture, our occupational safety and health management pro
grams do more than promote the well-being of our workforce; they also
enhance our competitiveness, since safe working conditions greatly boost
employee motivation and performance while reducing direct and indirect costs.
www.siemens.com/health-safety

Society l We’re a member of society in roughly 190 countries – as an
employer, customer and corporate citizen. Wherever we do business, we fulfill
our responsibility to society, seizing every opportunity to make a positive contribution to community development.
www.siemens.com/citizenship
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Our profile
We have a bold vision for our company: to be a pioneer with
our innovative products and solutions for energy efficiency,
industrial productivity, affordable, personalized healthcare and
intelligent infrastructure solutions.
Why are we consistently outpacing our competitors? Because we’re
focusing our expertise as a green global player on innovation- and technology-driven growth markets. Because we’re a strong local partner for
our customers. And because we’re relentlessly leveraging all our strengths
as an integrated technology company. At the same time, we’re working
to balance the competing requirements of the economy, the environment and societies worldwide. All these factors are positioning us for
profitable long-term growth.

www.siemens.com/strategy

“Our approach to environmental protection is
all-embracing. For 2011, we’ve set an ambitious
goal of improving our energy efficiency 20 percent
and reducing our production-related CO2 emissions
20 percent on a revenue-adjusted basis.”
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A pioneer of our time –
Yesterday, today and tomorrow
Continually tapping new markets with innovative products and
solutions requires the kind of pioneering spirit that has made our
company strong. We’ve always been and always will be a pioneer
of our time, focusing on innovation- and technology-driven growth
markets – markets in which we can capture leading positions and
set new technology trends – while strengthening our local presence and creating local value worldwide. Because achieving sustainable, profitable growth and outperforming our competitors is
not just our time-tested strategy – it’s also our vision for the future.

A pioneer for over 160 years
Coupling innovative concepts and visionary ideas with a far-sighted willingness to take entrepreneurial
risks in the interest of achieving enduring success, our company founder put Siemens on track to become
what it is today: a global provider of leading-edge technologies. And it’s this same pioneering spirit – the
spirit that made Werner von Siemens a trailblazer in electrical engineering in his day – that’s enabled our
company to grow and prosper for 160 years.
In 1855, it was Siemens that implemented the first major project in the history of telecommunications:
a telegraph line between Finland and the Crimea, which transmitted information over a distance of several
thousand kilometers. In 1874, it was Siemens that linked Europe to North America via a transatlantic cable.
And today, it’s Siemens that has supplied the wind turbine for the world’s first floating wind farm, off the
coast of Norway. Since floating turbines can be positioned with little regard to geographic factors, this truly pioneering project is creating undreamt-of opportunities for exploiting wind power on the high seas.
A pioneer of our time – this is our vision. To realize it, we’re continually rekindling our spirit of innovation to open up new perspectives for our company. Our innovative products and solutions are positioning
us to tap new markets in which we can capture leading positions. This is our longstanding approach and
– particularly when the going gets tough – our obligation. As Werner von Siemens noted back in 1857,
“In critical situations, decisive and vigorous action is nearly always the best strategy.”
Convincing solutions to tremendous challenges
The global financial and economic crisis poses huge challenges for governments and companies around
the world – challenges that require convincing answers and long-term solutions.
The current crisis didn’t catch us unawares. On the contrary, we’d done our homework and introduced
timely measures that will now enable us not only to get through this difficult period but also to emerge
from it even stronger than before. We began identifying market-specific forward-looking trends and draw-
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Pioneers of their time – Back in 1874, Siemens engineers aboard the cable ship Faraday
laid the first direct transatlantic telegraph cable, linking Ballinskelligs Bay in Ireland to
the coast of Nova Scotia in Canada. In 2009, Siemens engineers developed, manufac-

tured and supplied an innovative high-tech wind turbine for a pilot project off the coast
of Norway. Anchored in 220 meters of water, the floating turbine is heralding a new era
in wind power (see also page 28 of Book I).

ing the strategic consequences early on. A few years ago, we geared our portfolio to four megatrends:
demographic change, urbanization, climate change and globalization. These trends are already influencing the way we live today, and their impact will increase substantially in the decades to come. By bundling
our business activities into the three Sectors Industry, Energy and Healthcare, we also set the stage for
capturing leading positions in attractive growth markets. In addition, we adapted our management structure to the requirements of our revised portfolio by implementing the most comprehensive company reorganization in 20 years. For example, the CEO principle that we introduced for our top three management
levels ensures that the responsibilities for all our business activities are clearly defined – the basic prerequisite for achieving a lean, rapid-response organization. To further foster our employees’ motivation, sense
of personal responsibility and entrepreneurial commitment, we began offering our entire workforce –
from non-management personnel to members of our Managing Board – greater opportunities to share in
our company’s success. To ensure our competitiveness, we launched programs to boost the efficiency of
our administrative and procurement processes. And these programs have proved successful – as the cost
reductions we’ve achieved demonstrate. In other positive developments, we settled the lawsuits against
our company quickly and successfully. We also set up compliance structures and processes that are now
the benchmark for companies everywhere in the world. In short, we took action even before the crisis hit
to make our company faster, more efficient and more customer-centric. Today, we’re an integrated technology company organized into three Sectors and a large number of Regional Companies, which are
grouped, in turn, into 17 Regional Clusters. Our businesses are supported worldwide by efficient IT and financial solutions. Our innovations are providing high-tech solutions to the challenges of our day. And our
excellent employees, innovative strength, worldwide presence and strong brand identity are making us a
trusted partner to our customers – even in challenging times.
However, we’re not resting on our laurels. In keeping with the tradition inaugurated by Werner von
Siemens, we’re convinced that if you’re not going forward, you’re going backward. The current financial
and economic crisis is offering a world of opportunities that we intend to rigorously exploit. Our goal is to
achieve profitable long-term growth and outpace our competitors. But to reach this goal, three key conditions must first be fulfilled:
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high-quality businesses
No. 1 or No. 2 in technologies and markets
megatrends as growth drivers
Demographic change

Integrated technology company
Industry

Urbanization

Energy

Climate change

Efficient IT and financial solutions

Globalization

World’s largest Environmental Portfolio, with annual revenue of about €23 billion

the economy, the environment and society
Sustainability – Our guiding principle
From the beginning, we’ve geared our company’s strategy to the most important trends of our time.
That’s why we’re well-positioned to achieve sustainable, profitable growth – today and tomorrow.

1. A focus on innovation- and technology-driven growth markets
Our activities must be oriented toward innovation- and technology-driven markets with long-term
growth potential – markets in which we also aim to be a leading global player. Today, roughly two-thirds
of our revenue is generated by businesses that are No. 1 or No. 2 in their markets. Why do we attach such
importance to these leadership positions? Because only if we’re a market leader can we achieve the profit margins needed to weather tough times. Experience has shown that size alone is not enough to ensure sustainable profitability. Only a company that’s a technology trailblazer can successfully expand its
business over the long term. That’s why we intend to keep making large investments in research and development – and in green and energy-efficient technologies, in particular. Today’s innovations give us
the resources we need to develop the innovations of tomorrow.
Our commitment to the Desertec initiative is an excellent example of our focus on innovation- and
technology-driven growth markets. At Siemens, we have a long tradition of involvement in cutting-edge
engineering projects. As part of the Desertec initiative, we’re constructing solar-thermal power plants in
the Sahara and wind farms in Europe and northern Africa. In the years ahead, we’ll also steadily expand
our business in renewable energies while pushing technological progress in the area of fossil-fuel power
plants. If power grids are to be capable of storing energy from alternative sources, which fluctuate more
than conventional ones, they must be more intelligent than their predecessors. Our smart grid solutions
boast the technology needed to link power suppliers and consumers in both directions. One particularly
important application for smart grid technology is electric cars, an area in which we intend to be at the
forefront of developments. These vehicles can do more than provide emission-free transportation. In large
numbers, they can also serve as mobile storage devices that – thanks to their batteries – help offset fluctuations in the power grid. However, the best way to minimize environmental impact, ensure power supplies and cut energy costs is still to reduce energy consumption. That’s why new markets are opening up in
all areas where power is consumed: from energy-saving LED lighting and intelligent building control systems to high-efficiency integrated automation solutions to energy-efficient drives that feedA06G001_E
excess braking
energy back into the power network – all fields in which we’re already a technology leader today.
The healthcare market also offers considerable growth potential. The pressure on healthcare systems is
increasing relentlessly. Due to demographic developments, more and more people are requiring medical
services, while fewer and fewer people are available to finance them. We’re working on solutions for the
early detection and treatment of disease – solutions capable of networking the data of different healthcare
providers. The advantages are obvious: the patient’s quality of life is enhanced, and treatment costs are
cut. It takes a pioneer to develop and shape the healthcare markets of tomorrow.
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Electric mobility is another field in which our company has always been a pioneer.
We began manufacturing electric cars back in 1898. One early model was the Electric
Victoria, which began rolling through the streets of Berlin as a taxi and delivery vehicle

in 1905 – technologically way ahead of its time. In cooperation with specialty manufacturer RUF Automobile GmbH, we recently unveiled the eRUF Greenster, a converted
Porsche that demonstrates just how attractive electric vehicles can be today.

2. Worldwide presence – A strong local partner to our customers
Serving our customers as effectively and quickly as possible, all around the globe – this is the second key
enabler of profitable long-term growth. We have to keep expanding our local presence to ensure that we
can respond rapidly to changing market requirements. After all, market proximity is not something that
can be created at company headquarters. It can only be cultivated by maintaining close customer relationships and a strong local presence. That’s why we make sure that we’re always where our customers and
markets are and where growth is strongest. This is particularly vital in view of the increasingly noticeable
shift in the balance of economic power. According to current forecasts, by 2030, economic growth in today’s emerging countries will be twice as fast as in the industrialized nations. The economies of the BRIC
countries – Brazil, Russia, India and China – are expected to grow three times as fast as those of their more
industrialized counterparts. In terms of economic performance, the emerging countries are continually
narrowing the gap to the industrialized world.
To ensure that we participate in this growth, we launched the top+ SMART initiative in 2008. SMART
stands for Simple, Maintenance friendly, Affordable, Reliable and Timely to market, and the initiative aims
to offer products, solutions and services for the fast-growing low- and medium-end market segments. This
approach has two clear advantages. First, it enables us to move into additional markets. Second, it makes
it harder for our competitors to penetrate our established markets, because it forces them to compete with
us on their home turf. But it means that we have to give our local managers the leeway they need to make
decisions. And it also means that we have to serve the entire value chain – from sales and procurement to
production and product management – from local markets. That’s the only way to develop and launch
competitive products tailored to specific market requirements as quickly as possible. And it’s the only way
to support our customers worldwide – and acquire new customers – via our local service network. What’s
more, in the medium term, we can also leverage the product knowhow and cost-optimization expertise we
gain in low- and medium-end markets to develop products for high-end segments.
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We’ve always been a pioneer in the field of medical engineering. Back in the late 19 th century, it was our company that teamed up with medical researchers to push the development of X-ray applications. Today, we’re still setting standards with our healthcare
technologies. Our latest computed tomography (CT) scanner, the Somatom Definition

Flash, records even the tiniest anatomical details faster than ever before and requires
only a fraction of the radiation dose needed by earlier systems. Complete scans of the
entire chest region can be performed in just 0.6 seconds (see also page 16 of Book I).

3. Joining forces to consistently outperform our competitors
The third key enabler for outperforming our competitors is, quite simply, to be better than they are. And
we’re getting an edge by offering innovative products, solutions and services, cooperating with strong
partners and gearing our value chain to efficiency.
To beat our competitors, we have to know their strengths and weaknesses. This applies not only to our
longstanding competitors but, above all, to ambitious new players in emerging countries. We’re conducting ongoing benchmarking analyses to uncover not only our competitors’ strengths and weaknesses, but
also our own. We take shortcomings at our company very seriously. Rather than downplaying them, we
address them rigorously to improve our own performance.
Our outstanding, innovative employees are one of our greatest assets. Their commitment, ideas and
perseverance are what have made Siemens the company that it is today. We want to give all our people the
opportunity to develop themselves at our company. We evaluate them in accordance with global standards, identifying and nurturing talented individuals early in their careers, and grooming our managers for
their responsibilities. The Diversity Initiative launched by our Managing Board is an important part of
these efforts. First of all, the initiative will enable us to build an outstanding team of employees with
a broad range of experience and skills while optimally fostering the strengths of each individual in heterogeneous environments. Second, the initiative will ensure that our managers, in particular, have an international background, coupled with extensive technical expertise and professional knowhow acquired in
a wide variety of capacities and businesses at different levels of our Company.
Of course, for a global player that does business in 190 countries, diversity is not only part of our identity; it’s also a major strength. To understand the specific needs and requirements of our customers around
the world, we need excellent employees and intensive customer relationships. We make every effort to
maintain and strengthen close contacts, some of which have been nurtured over years or even decades
– because we place greater value on long-term opportunities than short-term profits. We are where our
customers are, supporting them with our technologies and cooperating with them to find competitive
solutions for the future.
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responsible – excellent – Innovative

As a pioneer of our time, we’re providing answers to today’s most pressing questions with our innovative products and solutions.

Forging a better, more sustainable future
The developments of the past year have made one thing perfectly clear: the global economy will emerge
transformed from the current crisis. First, there will be a shift in the worldwide balance of economic power, with the BRIC countries and the Middle East gaining in importance. Second, governments will play a
bigger role in the economic arena – in the area of infrastructure, in particular. And third, the overall approach to economic activity will be realigned. The final communiqué issued by the participants in the G20
summit in April 2009 identifies sustainability as a major focus of business activity and calls for a balance
among three key areas – environmental concerns, economic issues and social responsibility. These enormous changes worldwide will also have an impact on our day-to-day business.
We take these developments seriously and are intent on exploiting them as an opportunity for profitable growth. We’re fully leveraging the potential, size and financial clout that are at our disposal as an integrated technology company. We can allocate capital efficiently; our businesses are benefiting from a uniform management system and uniform development measures for employees and managers; the
technologies we develop for specific applications can often be used in other businesses as well; and our
access to global markets is strengthening our position in the various regions of the world.
At the same time, we’re investing resources in pioneering projects and technologies that are promoting
the well-being of people around the world while minimizing environmental impact. For example, we’re ensuring power supplies for future generations by increasing energy efficiency; we’re boosting industrial
productivity substantially with our innovative technologies; we’re developing healthcare solutions that
make high-quality individualized patient care available at affordable prices; and we’re providing intelligent
infrastructure solutions that are helping transform the world’s metropolises into sustainable green cities.
Just as our predecessors at Siemens shaped industrial development with their pioneering achievements, we’re now answering the toughest questions of our time with our leading-edge products and soluA06G002_E
tions – ensuring a better, more sustainable future for all.
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new research partnerships a year are keeping us at the
forefront of science and ensuring that we’ll continue to play
a key role in shaping market developments.
International focus and innovative technologies –
Two hallmarks of our company
The challenges confronting today’s world are global – and so are we. With a presence in some
190 countries, we can offer customers fast, local, tailor-made solutions. And that gives us a decisive competitive edge. Our roughly 405,000 employees work at 1,640 locations around the globe,
including 176 R&D facilities. The largest research centers operated by our Corporate Technology
Department are situated in Germany, the U.S., China and India. Our strong market position worldwide is based on our power of innovation and technology leadership. That’s why we invested
some €3.9 billion – or 5.1 percent of our total revenue – in research and development in fiscal
2009. And this commitment is paying off: with 4,163 first-time patent applications in fiscal 2009
and a patent portfolio comprising over 56,000 patents worldwide, our achievements speak for
themselves.

46

2 Introduction

10 Our world

36 Our company

38 Our profile

40 A pioneer of our time –
Yesterday, today and tomorrow

46 Siemens worldwide –
A network of innovation

billion euros – that’s how much we invested in
research and development in fiscal 2009 alone.



St. Petersburg
Braunschweig
Finspång
 Mülheim
Moscow
Berlin
Brande
  
Lincoln
Prague
  
Romsey
Brno
 Nuremberg/Erlangen
Bratislava

Karlsruhe
Vienna
 Zug
Zagreb
Munich
Linz
Regensburg

Beijing


Gurgaon



Seongnam

Nanjing

Nanhai

Tokyo

Shanghai

Shenzhen

Pune
Bangalore

Singapore

Siemens researchers are working every
day to find new solutions for energy,
industry and healthcare.

Revenue (in millions of euros) 2
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R&D employees 3
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Pushing innovation
to new heights –
Our Inventors of the Year
In fiscal 2009, our 30,800 researchers submitted some 7,700 invention reports. Every year, we honor some of our most creative people.
Read on to meet some of our Inventors of the Year.
Energy-saving steel production
Thanks to process technology developed
by Dr. Gerald Hohenbichler (44), steel
manufacturers can now save energy by
processing metal in continuous strands.
Hohenbichler’s groundbreaking solution
enables molten raw steel to be rolled
immediately after casting, reducing a
mill’s energy requirements by as much
as 45 percent.
Dr. Gerald Hohenbichler

Reduced CO2 emissions
Dr. Rainer Lochschmied (46) has developed an electronic control unit that optimizes the gas-air mixture in gas heating
systems, cutting CO2 emissions. In conventional gas furnaces, air and gas are
combined at fixed settings without taking
fluctuations in combustion into account.
With this trailblazing technology, combustion potential can now be more fully
realized.
Dr. Rainer Lochschmied

Faster mail delivery
The Open Mail Handling System created
by Dr. Peter Berdelle-Hilge (55) sorts largeformat letters by postal address and puts
them in the order in which they’ll be
delivered. Currently being piloted by
Deutsche Post AG, the innovative system
results in significant time savings.

Dr. Peter Berdelle-Hilge
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“Our Environmental Portfolio
includes some 14,000 patents –
further testimony to our
researchers’ power of innovation.”

Intelligent vision
Surveillance cameras developed by
Dr. Visvanathan Ramesh (46) are enabling security personnel in public spaces such as subway stations and airports
to respond to dangerous situations faster
and more effectively. Using new, complex algorithms for electronic image recognition, the innovative smart cameras
can assess potential dangers automatically and instantaneously.
Dr. Visvanathan Ramesh

Lower radiation exposure
Dr. Rainer Raupach (36) has optimized
image evaluation in computed tomography systems by developing algorithms
that generate top-quality data from even
poor images. As a result, the same amount
of information can now be obtained with
up to 75 percent less radiation exposure.

Dr. Rainer Raupach

Failsafe power lines
Dr. Tevfik Sezi (55) has created a new
way to measure power transmission that
makes power lines less subject to failure
and helps reduce transmission losses. Instruments at both ends of a power line
measure the current flowing through the
line at precisely the same time, identifying any deviations that require corrective
action. The method also helps detect and
eliminate small current leakages.
Dr. Tevfik Sezi
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Integrity and
responsible value creation
As an integrated technology company with operations spanning
the globe, Siemens has an impact on economic development and,
in turn, on the lives of countless people. That’s why our activities
are monitored by a wide variety of interest groups. To ensure
that we’re a trustworthy partner for customers, suppliers, political
decision-makers, shareholders, employees and the general public,
we’ve adopted clear and binding principles of conduct.

Our role – An influential global player
Siemens is a technology powerhouse with activities in virtually every country in the world. In China alone,
for example, we now have some 34,000 employees. Our longstanding, intensive local presence has an influence on the societies in which we’re active – on their labor markets, education systems and procurement markets, for instance.
Our extensive portfolio also affects the environment and the living conditions of large numbers of people. We provide products and solutions that are helping create or enhance the framework for sustainable
development. Our contributions encompass everything from ecofriendly power plants and low-loss transmission systems to a wide range of energy-efficient products, water and wastewater systems, integrated
transportation networks and healthcare solutions.
With operations in around 190 countries, we’re confronted with a wide variety of political, economic,
social and cultural factors. We’re also faced with manifold and sometimes contradictory demands from our
stakeholders. Consequently, situations often arise in which it’s not obvious what comprises “the correct
decision” or “proper conduct”: the attitudes toward particular technologies are too varied, the expectations
placed on us are too diverse, and the conditions in some countries are too challenging.
Our approach to integrity – Transparent, binding principles
Although compliance with legal requirements is the indispensible basis for responsible business behavior,
it’s not always enough. To be a trustworthy partner to all our stakeholders, we must clearly articulate the
rules that govern our actions. And for this, we need unambiguous and binding principles of conduct that
guide all our employees and managers in their day-to-day activities.
We want our stakeholders to know and understand our principles. This gives them a clear orientation
regarding our positions and underscores our trustworthiness. That’s why the transparency of our principles of conduct is vitally important.
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Our unwavering commitment
Principles of conduct must be more than merely voluntary rules and guidelines; they have to be mandatory at all times and places. If we amend or further develop our principles in the light of external circumstances or internal decisions, we communicate the resulting changes clearly and directly. Everyone must
know at all times what Siemens stands for.
Our company’s values – responsible, excellent, innovative – are the core of what we mean by integrity.
They don’t take the place of binding rules of conduct for employees and managers; rather, they provide
the basis for those rules and lay the foundation for their interpretation and ongoing development. Our efforts to combat corruption and illegal behavior provide a good example of what we understand by complete transparency. We’ve established unambiguous and absolutely binding rules which make it clear to
every employee and to all other stakeholders that we do not tolerate corruption or any other form of illegal
activity.
A culture of integrity – a culture that guarantees the interplay of concrete rules, processes and followon training – can grow and develop only on the basis of clearly formulated rules and regulations. Our culture of integrity is the cornerstone of all our business activities. And it’s synonymous with Siemens.
The ten principles of the UN Global Compact provide the framework for our rules and regulations. As a
member of the Compact, we’re committed to addressing the challenges of globalization by aligning our
strategy and operations with those principles, which set internationally recognized standards for human
rights, labor, environmental protection and anti-corruption.
Areas of integrity
Our principles aren’t static. We’re continuously working to clearly define, develop and formulate them in
unambiguous rules and to firmly anchor them throughout our company:
Anti-corruption I Our anti-corruption campaign was a first step
that has served as the catalyst, model and driver of our ongoing
efforts. By establishing clear guidelines and taking direct action, our
management has substantially enhanced our company’s culture of
integrity. And we’re convinced that integrity ensures our long-term
success. www.siemens.com/compliance

Occupational health and safety I We’ve assigned responsibility
for occupational health and safety, environmental protection and technical safety to a new unit – Environmental Protection, Health Management and Safety (EHS) – under the direction of Managing Board Member and Labor Director Siegfried Russwurm. New, binding EHS
principles require all our Divisions and Regions to introduce integrated
EHS management systems. www.siemens.com/health-safety
Human rights I The observance of human rights is a fundamental
criterion for our business decisions and actions. Our commitment to
respect these rights is affirmed in our Business Conduct Guidelines.
Their protection also plays a vital role in our relationships with our employees. Human rights must be honored both in our own operations
and by our suppliers. www.siemens.com/human-rights
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Ecofriendly metro in Oslo, Norway I Transportation accounts for 25
to 30 percent of final energy consumption worldwide. Of this amount, more
than 75 percent is attributable to road transport and only two percent to rail
travel. The more traffic that can be transferred from roads to rails, the better.
And our ecofriendly rail solutions are leading the way: with their lightweight
design and regenerative braking systems, the vehicles we supplied for the new
Oslo metro consume 30 percent less energy than conventional rail cars.
www.siemens.com/metro-oslo

Onshore wind farm in Whitelee, Scotland I We supply high-efficiency
wind turbines for both onshore and offshore locations. Today, more than
7,800 of our wind turbines are already in operation worldwide. We’ve installed
more than 9,000 megawatts of wind power capacity since 2003, reducing CO2
emissions by up to eight million tons annually. In Whitlee, Scotland, we
recently provided the turbines for Europe’s largest wind farm, which boasts an
impressive installed capacity of 322 megawatts.
www.siemens.com/windenergy
Siemens factory in Gebze, Turkey I A production plant that we opened
near Istanbul in 2009 is visible proof that environmental protection and profitability are not mutually exclusive. The factory, which manufactures components for medium- and low-voltage systems, is one of our most advanced and
efficient production facilities worldwide. Consuming some 25 percent less
energy and about 50 percent less water than its predecessor, the plant has
been nominated for LEED Gold Green Building certification.
www.siemens.com/gebze-facility
Geothermal project in southern Germany I In Unterhaching, near
Munich, we’ve built the world’s most advanced geothermal power plant,
where we’re utilizing the earth’s heat reserves to generate carbon-free energy.
Hot water from several kilometers below the earth’s surface is pumped into
the plant. A vaporizer converts the water into steam, which is then used to
drive a turbine and generator. The turnkey plant provides up to 6,000 households with CO2-free electricity and 20,000 households with heat.
www.siemens.com/geothermic-unterhaching
Hospital in Bremerhaven, Germany I Buildings harbor a vast potential
of untapped energy savings. Our complete overhaul of the building systems
at Klinikum Bremerhaven, one of Germany’s leading hospitals, cut energy consumption by more than 25 percent, generated annual cost savings
of €519,000 – guaranteed for 12 years – and reduced CO2 emissions
by 4,130 tons a year, earning the hospital’s operator BUND Energy-Saving
Hospital certification.
www.siemens.com/clinic-bremerhaven
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Our understanding
of sustainability
Sustainability is the cornerstone of our values. A keen sense
of entrepreneurial responsibility that’s intensely focused on
sustainability is a key pillar of our company strategy. Profitable
long-term growth is our aim, and responsible value creation
is paving the way for our success.
For us, sustainability means acting responsibly on behalf of future generations to achieve economic, environmental and social progress. With
revenue of roughly €77 billion and a broad array of cost-efficient and
ecofriendly technologies, we’re a leading global player – as an employer,
a contractor, an investor and a provider of innovative technology solutions. And as an integrated technology company, we’re seizing unparalleled opportunities to promote the sustainable development of our customers and our own organization.
www.siemens.com/sustainability-report

“We offer a wide array of infrastructure solutions
that are helping cities minimize their ecological
footprint. For more information, see pages 58-59
of Book I.”
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Driving sustainable business
In the future, we intend to focus even more intensely on tapping
the growth potential provided by sustainable business. That’s one
reason why – as an integrated technology company – we’re investing heavily in research and development. One prime example of
our success is our Environmental Portfolio, which has already
made us the world’s leading provider of ecofriendly technologies.
Built on our unrivaled expertise in green solutions, the Portfolio
showcases how we’re fulfilling our commitment to sustainable
development.
Recent changes in our organization reflect the high importance we attach to sustainability. At
Managing Board level, Barbara Kux is now responsible for sustainability as well as supply chain
management. In her capacity as Chief Sustainability Officer, she coordinates and oversees the activities of our Sustainability Board and Sustainability Office. The Board is responsible for developing
our sustainability strategy and program as well as for monitoring and reporting on our sustainability performance.
As part of our sustainability program, we’re implementing the following strategic measures:
▪▪ We’re driving the Siemens Environmental Portfolio in our Sectors and establishing it

at our Regional Companies in order to achieve our targets for generating revenue and
cutting greenhouse gas emissions with Portfolio offerings.
▪▪ To minimize our carbon footprint, we’re analyzing the energy efficiency of more than
100 company locations worldwide. Where we find room for improvement, we’ll take
action to make our operations more energy-efficient and climate-friendly.
▪▪ We’re intensifying our dialogue with our stakeholders. The Sustainability Advisory
Board established for this purpose brings together leading international representatives
from the political, scientific and business arenas.
▪▪ To enhance transparency, we’re refining our reporting processes.
We’re gratified that our efforts are being recognized. Siemens has again been named to the
prestigious Dow Jones Sustainability Index, capturing the No. 1 spot in the Diversified Industrials
sector. The company has also substantially improved its rankings in the categories Environment
and Society. This is the tenth time in a row that we’ve has been honored by Dow Jones analysts for
our sustainable activities, and this year’s overall result is the best our company has ever achieved.
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Intelligent building
technologies from Siemens
are helping conserve
energy and protect
the environment.

The Siemens Environmental Portfolio – Green infrastructure
solutions for the entire energy conversion chain
We have a long tradition of supplying environmentally compatible and climate-friendly products
and solutions for the entire energy conversion chain – from power generation and distribution to
the efficient use of energy in industry, households and transportation to the most advanced technologies for water management and air pollution control. Products and systems that – due to their
high energy efficiency, for example – help customers make verifiable reductions in their carbon
footprint qualify for inclusion in our Environmental Portfolio. Our green solutions include:
▪▪ extraordinarily energy-efficient combined-cycle power plants, energy-saving lamps and

intelligent building management systems
▪▪ all renewable energy systems and components – for example, wind turbines, grid

connections for wind farms, and steam turbines for solar power generation
▪▪ environmental technologies such as water management and air pollution control

systems.
A look at our revenue figures shows just how important our Environmental Portfolio really is.
In fiscal 2008, products, systems and solutions included in the Portfolio generated nearly a third
of our total revenue. Our green revenue for fiscal 2008, calculated on the basis of our 2009 Environmental Portfolio, was nearly €21 billion – significantly more than our competitors achieved with
comparable offerings. In fiscal 2009, we increased this figure yet further – to around €23 billion.
Additions to the Portfolio included energy-saving motors, solar inverters and selected components
for energy-saving building technologies. In the years to come, we expect our Environmental Portfolio to continue growing. For 2011, we’ve set a green revenue target of about €25 billion. In a word:
the Siemens Environmental Portfolio is a growth driver even in tough times.
Climate protection and profitability are not mutually exclusive

But our Environmental Portfolio isn’t just generating revenue. It’s also making a major contribution
to climate protection. In fiscal 2009, our ecofriendly products and solutions enabled customers
worldwide to cut their CO2 emissions by a total of 210 million tons – an amount equal to the combined annual emissions of New York, Tokyo, London, Munich and Berlin. In fiscal 2008, the cumulative CO2 reductions totaled about 160 million tons on a comparable basis. In this area, too, we’ve
set an ambitious target: by 2011, we want our products and solutions to be helping customers
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Our intelligent IT infrastructure solutions are improving
traffic management in large
cities – benefiting motorists,
who spend less time in
traffic jams, and the environment, which is less
burdened by greenhouse
gas emissions.

r educe their harmful greenhouse gas emissions by at least 300 million tons a year – the amount
now produced by New York, Tokyo, London, Singapore, Hong Kong, Berlin and Rome. Experts from
our Corporate Technology Department and the Siemens Sectors have calculated potential
greenhouse gas reductions for all our offerings on the basis of product- and solution-specific
comparisons.
This approach enables us to directly compare emission levels before and after a power plant has
been modernized or a building’s energy consumption has been optimized with the help of energysaving performance contracting. Where appropriate, we’ve also compared technologies directly
with one another. For instance, we’ve compared the emissions produced by low-loss high-voltage
direct-current (HVDC) power transmission systems with those generated by conventional alternating-current transmission systems. A third approach is to compare new solutions with products and
systems that are already installed. We’ve done this in the case of advanced combined-cycle power
plants, for example, using average global emission factors as a benchmark.
Here’s how this calculation is made. Our advanced combined-cycle power plants achieve an
efficiency rating of about 58 percent and emit 345 grams of CO2 per kilowatt hour (g CO2/kWh). This
is 233 grams of CO2 per kilowatt hour less than the average global emission factor of 578 g CO2/kWh
(all energy sources) for energy production. The total emission reduction equals this difference
multiplied by the number of kilowatt hours of electricity that our newly installed power plants
generate in a fiscal year.
Independent review confirms effectiveness

The principles, criteria and processes on which our Environmental Portfolio and our environmental
targets are based were developed and applied in accordance with the highest technical and professional standards. But this wasn’t enough for us. We also wanted external verification. To obtain it,
we commissioned the independent auditors PricewaterhouseCoopers (PwC) to conduct the first
outside review of our Portfolio’s data and processes for fiscal 2007. We asked PwC to conduct a
second limited assurance review for fiscal 2008. The auditors based their review on the five criteria
established by the Greenhouse Gas Protocol Initiative of the World Business Council for Sustainable
Development and the World Resource Institute: relevance, completeness, consistency, transparency and accuracy. As in fiscal 2007, the results of this second audit validated our data and processes without reservation for fiscal 2008 as well. PwC will also review the revenue and CO2 reductions generated by our Environmental Portfolio for fiscal 2009. Further information on the methods,
assumptions and processes underlying the Portfolio and on the results of the PwC review is available in the brochure Energy efficiency and environmental care, which can be downloaded from our
company website.
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Complete mobility – our
comprehensive solution for
integrated transportation
systems – moves people
efficiently while minimizing environmental impact.

Ecological assessment creates transparency

We’ve not only set ambitious CO2 targets for our customers – we’ve also set them for ourselves. In
fiscal 2008, we were responsible for the emission of 4.0 million tons of CO2 equivalents. This figure
includes all the CO2 emissions produced in the generation of the power and heat that we consumed, all our direct CO2 emissions and all the CO2 emissions produced by employee business
travel. Car makers produce two to five times as much CO2 per employee and some oil companies
about 200 times as much. Even if our performance is exemplary by comparison, we’re still not
satisfied: for 2011, we’re planning to cut our greenhouse gas emissions 20 percent compared to
2006, on a revenue-adjusted basis.

More information about our commitment to sustainability is available in
the Siemens Sustainability Report 2008. In November 2009, this first-time
publication took second place in the IÖW/future 2009 Sustainability Report
Ranking, a survey on sustainability reporting at major German companies
that was supported by Germany’s Ministry of Labor and Social Affairs and
the German Council for Sustainable Development.
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Our contribution to
sustainable urban development
Unless cities substantially reduce their CO2 emissions, the battle
against climate change will be lost. In view of this sobering fact,
we commissioned several studies on sustainable urban development. The aim of these studies was twofold: to encourage dialogue among all involved stakeholders and to show how technologies already available today can help cities improve their overall
environmental balance.
Urban centers are responsible for 75 percent of the energy consumed worldwide and 80 percent of
all global greenhouse gas emissions. That’s why climate protection must begin in cities. And this
may well prove to be an advantage. Focused on urban centers rather than rural areas, climate
protection measures can be more effective. Since buildings account for almost 40 percent of the
world’s energy requirements, they also harbor the greatest potential for energy savings. Around
30 percent of the power consumed in residential, commercial and public structures can be conserved through better insulation, well-regulated ventilation and air-conditioning systems and
more efficient heating technologies. What’s more, such improvements can be readily financed
through energy-saving performance contracting (ESPC).
How does ESPC work? An energy contractor plans, finances and implements a package of energy-saving measures, guaranteeing the customer energy and cost savings of a specified amount.
The contractor is paid from these savings for the term of the contract. The financial benefits of all
subsequently generated savings accrue to the customer. The Energiesparpartnerschaft Berlin, an
energy-saving initiative in Germany’s capital, has already shown that the approach is effective. In
1995, the State of Berlin, which comprises the City of Berlin and its surrounding region, embarked
on a major ESPC project to upgrade energy systems in local public buildings. To date, energy-saving
measures have been implemented in about 500 Berlin structures at a cost (including maintenance)
of some €60 million. The initiative, which is partially financed by private energy service providers,
has cut energy expenditures in schools, daycare centers, universities, municipal buildings and city
swimming pools by 25 percent, generating annual savings of €11 million.
Studies of sustainable urban development

For several years now, we’ve been working with a variety of stakeholders on topics related to sustainable urban development. Beginning in 2008, we commissioned – together with independent
partners – studies of individual cities such as London, Munich and Dublin in order to identify areas
where energy consumption and greenhouse gas emissions can be cut. We’re now working on
several more studies. Our goal is to initiate a dialogue between companies, cities, governments,
NGOs, industry associations and climate initiatives on sustainable urban development. These studies are also improving our understanding of the needs of cities and enabling us to provide solutions
for sustainable urban development. To bundle our wide array of urban solutions and optimally
support and advise our customers, we’ve set up a dedicated Market Development Board within the
Siemens One organization.
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European Green City Index

But our commitment doesn’t stop there. In 2009, we commissioned the Economist Intelligence
Unit (EIU) to produce the European Green City Index, a Europe-wide study of ecofriendly urban
development. The EIU assessed the sustainability of infrastructures in 30 cities – from Paris to Istanbul and from Stockholm to Athens – in as many European countries. The European Green City
Index is the first study to comprehensively analyze the environmental measures being implemented in Europe’s urban centers.
The study examines qualitative and quantitative factors in eight environmental categories – CO2
emissions, energy, buildings, transport, water, waste and land use, air quality, and green governance – and summarizes green initiatives and best-practice projects from which other cities can
learn. Urban administrators and other interested parties can use the study’s rankings to evaluate
the strengths and weaknesses of urban centers within a given region, of a similar size or with a
comparable GDP.
The European Green City Index is a valuable tool designed to help urban decision-makers further
improve their infrastructures in the years to come.
Forward-looking results

All analyses indicate that advanced technologies can enable cities to achieve even highly ambitious environmental targets. For example, CO2 emissions in a major conurbation like London could
be reduced by more than 40 percent by 2025 through the deployment of energy-efficient systems
that are already available today. Better still, our studies clearly demonstrate that in two-thirds of
the cases cities can recoup their initial investment costs – which would total less than one percent
of a city’s annual economic output – through energy savings.

Public security
Airport systems

Energy supply systems and
environmental protection

Water and wastewater
management

Ports

Consulting services for sustainable
urban development

Education
Consulting services for
public administration
With the world’s largest
Environmental Portfolio,
a budget to date of
roughly €1 billion for
environmental research
activities, and some
14,000 green patents,
we’re making a major contribution to sustainable
urban development.
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Supply chain management and
sustainability – A world of opportunity

Barbara Kux, Member of
Siemens’ Managing Board

Barbara Kux is the first woman to serve on Siemens’ Managing Board. Appointed
in November 2008, she’s responsible for supply chain management, the marketing of our Environmental Portfolio and – as Chief Sustainability Officer – all our
sustainability-related activities. In an interview for the Siemens Annual Report,
Ms. Kux talks about her goals and the opportunities for growth that green technologies are providing for Siemens.
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60

SIEMENS ANNUAL REPORT: Ms. Kux,
you’re responsible for supply chain management (SCM) at Siemens and, thus, for
procurement outlays of about €40 billion.
On joining the Managing Board, you
announced that you wanted to further
optimize our SCM activities worldwide.
What did you mean by that and what
concrete steps are you taking?

Barbara Kux: A company like Siemens, which has activities in some 190 countries,
has substantial savings potential in the area of procurement. Our goal is to identify
and realize that potential. But we can’t just intensify cost pressure on our suppliers.
We have to focus on the entire supplier-to-customer value chain. The Managing
Board has adopted what it calls a 60-25-20 approach. This means: 60 percent of our
total procurement volume will be centrally pooled by 2010, the proportion of goods
that we purchase in emerging countries will rise from 20 to 25 percent in the medium term, and we’ll reduce the number of our suppliers by 20 percent in the medium term. In all three areas, we’ve made solid progress.

“Solid progress” – what exactly does that
mean?

Barbara Kux: Since I joined the Managing Board in November 2008, my team and
I have conducted over 2,000 talks and negotiations with suppliers. We’ve also defined key measures to further optimize procurement. Our primary aim has been to
develop a joint approach that will enable us to remain competitive and profitable
through realized cost savings and cost reductions. But this isn’t an us-versus-them
process. We want to grow hand-in-hand with our suppliers. We also want to improve our products and solutions even further and get our offerings to the market
faster and more economically. It’s only through cooperation that we’ll be able to
reach these goals and make a major contribution to Siemens’ further sustainable
development.
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Your responsibilities also include driving
sustainability at our company. How do
you define sustainability at Siemens and
what aspect of it are you focusing on
most?

Barbara Kux: We at Siemens have made a clear commitment to aligning our business activities with the interests of the generations to come. And that means fulfilling our responsibilities not only to our shareholders and employees but also to the
environment and society as a whole. Sustainability entails thinking and acting on a
long-term basis in order to do justice to all these aspects. By growing profitably, we
can honor our responsibilities to the environment, our employees, our shareholders
and society. For example, the utilization of energy-efficient technologies has a simple economic logic: procurement costs can be recouped in a short time through the
savings they generate. Consequently, green technologies will be a strong growth
driver for Siemens in the future. Our customers will also profit from significant CO2
reductions and cost savings, and – what is particularly important to me – we’ll be
making a valuable contribution to protecting the climate and the environment.

Ms. Kux, when you joined the Managing
Board, the global economic and financial
crisis was already on the horizon. Now,
it’s the dominant factor in the world
economy. What impact do you think the
downturn will have on Siemens?

Barbara Kux: Current economic developments worldwide offer tremendous opportunities for Siemens and its comprehensive Environmental Portfolio. The scope of
our Environmental Portfolio – which covers the entire energy conversion chain – is
unique worldwide. As the overview on the central foldout in this Report shows, the
Portfolio includes solutions in virtually every environment-related field of power
generation, transmission and utilization – whether in buildings, lighting, transportation or industry – as well as a host of other green technologies such as water purification and air pollution control systems. And our approach is paying off. In fiscal
2009, products and systems from the Portfolio, which was first defined in fiscal
2007, enabled our customers to reduce their CO2 emissions by some 210 million
tons – an amount more than 40 times the total CO2 emissions generated in the
same period by our own business activities or, to give you an even better idea, an
amount roughly equal to the combined annual CO2 emissions of New York, Tokyo,
London, Munich and Berlin. But that’s still not enough: by 2011, we want to reduce
our customers’ annual greenhouse gas emissions by around 300 million tons.

And how will this benefit Siemens?

Barbara Kux: In fiscal 2009 alone, our environmental and climate protection products and solutions generated revenue of around €23 billion – nearly a third of our
total sales. By 2011, we intend to increase this figure to €25 billion. I think the numbers speak for themselves.

What environmental and climate protection measures has Siemens introduced
internally?

Barbara Kux: With the products and solutions in our Environmental Portfolio, we
intend to save energy and reduce greenhouse gas emissions – clearly the most effective measures at our disposal. We also want to make our own operations greener
by cutting our CO2 emissions 20 percent by 2011 (compared to 2006) on a revenueadjusted basis. A major lever here is our Green Building Initiative, which will help
us reduce energy consumption, water consumption and waste at our most important locations 20 percent by 2011.
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Career opportunities at Siemens l Are you looking for professional
advancement or a new challenge at a global technology company? Then check
us out on the Internet. At Siemens, we offer a multitude of opportunities for
turning your career dreams into reality – in international teams around the
globe. Our online job exchange will give you an overview of all the openings
at our company worldwide.
www.siemens.com/career-job-search

Hands-on experience for students l Are you a university student who
wants to acquire some real-life work experience? We provide extraordinary
opportunities for highly motivated and talented students in the areas of science, technology and business. At Siemens, you can get a taste of the working
world through an internship, work-study program or thesis-related project.
www.siemens.com/career-students

Launching your career after graduation l You’ve earned a university
degree and you’re eager to embark on your career? We’re looking for wellqualified, highly motivated employees for our roughly 1,640 locations around
the world. You can take an entry-level position in the field of your choice, or
you can join one of our trainee programs.
www.siemens.com/career-graduates

Career opportunities for experienced professionals l You have
several or even many years of professional experience. Now you’re looking for
something different – new challenges, more responsibility – or you want to
move forward on your current career path or reenter the workforce after
family leave. We offer a wide range of opportunities – all around in the world.
www.siemens.com/career-professionals
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Our employees
Our roughly 405,000 employees are working on innovative
products and solutions at 1,640 locations in nearly every country
in the world. Whether in R&D, production, assembly, quality
assurance, maintenance, business administration, sales or major
international projects – our people are tackling a broad array of
formidable challenges.
That’s why we’re always on the lookout for people who are extraordinarily curious and open, people who are highly motivated and inquisitive
and people who want to put their knowledge and skills to work in a
diverse international environment. Because curiosity and openness are
what you need to think outside the box and come up with the forwardlooking ideas with which we’re answering the toughest questions of our
time and ensuring our sustainable profitable growth.

www.siemens.com/employees
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Siemens – An attractive
employer for the best and
brightest people worldwide
All around the globe, we want to be an attractive employer for the
people who are shaping tomorrow. This aim is part of our corporate
culture, a culture in which all our employees know exactly what
their goals are and how best to leverage their potential. We call it
People Excellence, and it’s the basis of our company’s sustainable
success.
In fiscal 2009, we hired 51,690 new employees, including 9,490 engineers. At Siemens, diversity
and qualifications go hand-in-hand. Our workforce of roughly 405,000 people played a decisive
role in our company’s success in fiscal 2009. Because it’s our employees who develop the innovations on which our international reputation is built. It’s our employees who help our customers
prevail in their markets. And it’s our employees who make us what we are: a company that can
provide solutions to the challenges of our time. In short, our people are a central pillar of our
company.
Diversity – A key competitive advantage

Global presence is our hallmark – which explains why diversity is a must for us. At Siemens, diversity means the inclusion and successful integration of individuals with different ways of thinking,
cultural backgrounds, personal experiences, areas of expertise and individual strengths. In fiscal
2009, we employed people from some 190 countries – men and women from a rich variety of
ethnic and social backgrounds.
This enormous reservoir of skills, experience and qualifications gives us tremendous competitive advantages that we’re rigorously leveraging and developing in the global arena. All over the
world, our employees must be able to understand the needs and requirements of their customers
in time to identify and take advantage of growth opportunities. Addressing this issue at the man-

Employee qualiﬁcations
a

b

c

1
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University degree
150,478 employees

Employee qualiﬁcations by Region

Vocational training
or apprenticeship
123,820 employees

31%

Unrelated qualiﬁcation
or no prior training
130,505 employees

32%

University
degree

Vocational
training or
apprenticeship

Unrelated
qualiﬁcation or
no prior training
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China
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agement level, we created the position of Chief Diversity Officer, which has been held by Jill Lee
since November 2008. Drawing on her extensive international business experience, Ms. Lee is
ensuring that the global character and impressive diversity of our customer base and junior employees is also reflected in the composition of our top management.
Excellent education and ongoing professional training – Our global aspiration

When it comes to our employees’ educational background, our standards are high. Because only
well-educated, highly motivated people can create the leading-edge technologies and innovations
we will need to achieve profitable long-term growth in the future. In fiscal 2009 alone, 37 percent
of our employees held university degrees, and 102,324 engineers worked at our company.
Outstanding, exceptionally well-trained technical employees are also vital for our company’s
success. That’s why we’re currently involved in developing training programs for a variety of occupational profiles, some of which are new. Our training programs – which are also used by other
companies – now focus not only on technical expertise but also, increasingly, on methods competence and soft skills.
As one of Germany’s largest private providers of vocational education, we’re currently training
some 9,900 secondary school graduates – including 3,100 for external partners. We’re also exporting our work-study system, which combines theory and practice, to our Regional Companies
around the world. Outside Germany, roughly 1,600 young people in more than 20 countries in
Europe, Asia, the Americas and Africa are now enrolled in our training programs.
In a globalized world marked by rapid technological change and steadily increasing flows of
information, education is crucial for success. In 2009 alone, we invested some €228 million (excluding travel expenses) in the continuing education of our employees and the systematic development of their professional and personal skills – an average of €562 per employee.

Age distribution by Region
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Our structure
The most comprehensive company reorganization in 20 years
has put us on track to continue achieving profitable long-term
revenue growth.
We’ve grouped our operations into three Sectors: Industry, Energy
and Healthcare. Our activities also include Siemens IT Solutions and
Services, Siemens Financial Services GmbH and two equity investments:
BSH Bosch und Siemens Hausgeräte GmbH and Nokia Siemens Networks.

www.siemens.com/structure
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www.siemens.com/industry

Industry Automation I Our comprehensive, integrated portfolio of automation systems, industrial switchgear, industrial software and complete industry
solutions is making our customers in the manufacturing and process industries
faster, more efficient and more flexible.
www.siemens.com/ar/industry-automation

Drive Technologies I Productivity, energy efficiency and reliability are our
customers’ key requirements. And as the world’s No. 1 supplier of products,
complete systems, applications and services for complete power trains and for
all industry segments, we have the solutions they need.
www.siemens.com/ar/drive-technologies

Building Technologies I We’re the preferred partner when it comes to
protecting people and infrastructures and maximizing energy efficiency in
buildings. Our portfolio comprises products, solutions and services for building
automation, fire safety, security and power distribution.
www.siemens.com/ar/building-technologies

OSRAM I We offer customers energy-saving lighting solutions for all areas
of modern life. Our extensive portfolio includes not only lamps and opto
electronic semiconductor light sources such as light-emitting diodes (LEDs),
LED systems and LED luminaires but also electronic control gear and light
management systems.
www.siemens.com/ar/osram

Industry Solutions I We provide comprehensive solutions and services for
industrial plants and infrastructure systems. Our technologies are increasing
our customers’ productivity and competitiveness across entire lifecycles, from
planning and construction to operation and services. We also offer a broad
portfolio of ecofriendly solutions that are enabling customers to reduce their
environmental footprint and conserve natural resources.
www.siemens.com/ar/industry-solutions
Mobility I By networking transportation systems more effectively, our integrated solutions for intermodal transport, traffic management, postal automation and airport logistics are making the movement of people and goods more
efficient and environmentally compatible.
www.siemens.com/ar/mobility
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Industry

Our innovative products and powerful solutions for manu
facturing, transportation, building and lighting systems are
boosting our customers’ energy efficiency and productivity.
We link virtual product planning with advanced automation systems
to increase production flexibility and meet individual customer
requirements cost-effectively.

www.siemens.com/industry

“Our Industry Sector is increasing customer
productivity, flexibility and efficiency in the
industry and infrastructure segments. More
information on the products, solutions and services with which we’re tackling the challenges
of our time is available in ‘Our world’ on pages
18-35 of Book I.”
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www.siemens.com/industry

Industry

Heinrich Hiesinger
Member of Siemens’ Managing Board
Industry Sector CEO

“We understand the challenges facing global industry.
To master them, we’re working closely with our partners, setting technology trends in the process.
We promise our customers greater energy efficiency,
productivity and flexibility – particularly in tough
economic times.”
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Key ﬁgures

Fiscal 2009
2,701

Proﬁt (in millions of euros)

7.7

Proﬁt margin (in %)

33,284

New orders (in millions of euros)

207

Employees (in thousands)

Revenue by Region 1 (in millions of euros)

a
b

1

Fiscal 2009

External revenue

33,915

Europe, C.I.S.,2 Africa, Middle East

19,243

d

b

6,636

Germany

c

Americas

8,323

d

Asia, Australia

6,349

Customer location

a

2

c

Commonwealth of Independent States

Our Industry Sector is the world’s No. 1 supplier of manufacturing, transportation, building and lighting systems. With our end-to-end automation technologies and a comprehensive array of industry solutions, we’re increasing
the productivity, efficiency and flexibility of our customers in the industry and
infrastructure segments.
To respond faster and more flexibly to customer needs, we’re sharpening
our focus on integrated technologies and cross-Sector platforms. Our energyefficient products and solutions are also making an important contribution to
environmental protection. With our IT-based integration of product planning
and production, we’re the only supplier worldwide that can accelerate manufacturing processes at every stage of the value chain. For many products, we
reduce time-to-market by up to 50 percent, boosting customer competitiveness to unprecedented levels.
Our Industry Sector has some 207,000 employees worldwide and activities
in more than 130 countries. In fiscal 2009, it generated external revenue of
€33.9 billion and profit of €2.7 billion.

Integrated technologies for greater
productivity, energy efficiency and
flexibility

A09G001_E
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www.siemens.com/energy

Fossil Power Generation I Our innovative technologies generate more
electricity from less fuel. We boost the efficiency of coal- and gas-based power
generation and supply technologies for low-carbon fossil power generation.
www.siemens.com/ar/fossil-power-generation

Renewable Energy I We’re steadily expanding our position in the dynamic
renewables market – with innovative wind turbines that rank among the most
reliable in the world, with major photovoltaic projects and with the most
advanced technologies for solar-thermal power plants.
www.siemens.com/ar/renewable-energy

Oil & Gas I The oil and gas industry, numerous process industries and electricity producers base their operations on our products, systems and solutions.
We support our customers in tapping remote deposits and in producing and
processing oil and gas. Our offerings include solutions for increasing pressure
in oil and gas fields as well as applications for pipelines, floating production,
storage and offloading (FPSO), and refineries.
www.siemens.com/ar/oil-and-gas
Energy Service I Our broad spectrum of innovative products and services
ensures plant reliability, improved efficiency and optimal environmental performance for our customers’ operating plant assets in the utility, oil and gas,
industrial processing and power generation industries, enabling them to gain
the maximum benefit from their investments.
www.siemens.com/ar/energy-service

Power Transmission I Leveraging our innovative strengths in efficient
power transmission, reliable switchgear, high-performance transformers and
advanced power transmission systems, we enable customers to transport
electricity safely and efficiently.
www.siemens.com/ar/power-transmission

Power Distribution I Our smart grid technologies increase energy system
efficiency. We offer innovative medium-voltage components and systems, efficient solutions for energy automation, and services for electrical systems and
networks.
www.siemens.com/ar/power-distribution
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Energy

We’re the world’s leading supplier of products, services and
solutions for power generation, transmission and distribution and for the production, conversion and transport of oil
and gas.
Our groundbreaking technologies are enhancing the efficiency of
power generation and transmission while substantially reducing
CO2 emissions.

www.siemens.com/energy

“As the world’s leading supplier of efficient products,
solutions and services for the entire energy conversion
chain, our Energy Sector is tackling the challenges of
climate change. To find out more, please turn to pages
18-35 of Book I.”
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www.siemens.com/energy

Energy

Wolfgang Dehen
Member of Siemens’ Managing Board
Energy Sector CEO

“The Energy Sector can look back on an eventful
year of major orders and trailblazing innovations.
As a result, we’re now well-equipped to meet the
challenges of the future.
Business developments were very gratifying: in fiscal
2009, we set new records for profit and revenue.”
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Key ﬁgures

Fiscal 2009
3,315

Proﬁt (in millions of euros)

12.9

Proﬁt margin (in %)

30,076

New orders (in millions of euros)

85

Employees (in thousands)

Revenue by Region 1 (in millions of euros)

Fiscal 2009

a
b

1

Europe, C.I.S.,2 Africa, Middle East

14,715

d
b

1,905

Germany

c

Americas

6,552

d

Asia, Australia

4,138

Customer location

a

25,405

External revenue

2

c

Commonwealth of Independent States

Our Energy Sector is the world’s leading supplier of a wide range of products,
solutions and services for power generation, transmission and distribution as
well as for the production, conversion and transport of the primary fuels oil
and gas. We’re the only supplier worldwide with comprehensive knowhow
encompassing the entire energy conversion chain and, in particular, plant-togrid connections and other types of interfaces. We focus primarily on the requirements of energy utilities and industrial companies – particularly those
in the oil and gas industry.
Our Energy Sector has some 85,000 employees worldwide. In fiscal 2009,
it generated external revenue of €25.4 billion and profit of €3.3 billion.

We offer products, solutions and
services for the entire energy
conversion chain – from power
generation and transmission
to distribution.
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www.siemens.com/healthcare

Imaging & IT I Our innovative imaging systems are routinely used in hospitals
and doctors’ offices, where they support physicians in early disease detection,
reliable diagnosis, effective treatment and patient-friendly follow-up. And our
advanced IT solutions optimize customer workflow, cutting costs in the process.
www.siemens.com/ar/imaging-and-IT

Workflow & Solutions I Our mission is to accelerate the accurate diagnosis of
the most common diseases and establish new worldwide standards of care for
their treatment. We leverage our broad portfolio of products and services to create
integrated solutions that increase the clinical and economic value of the individual
offerings of the Healthcare Sector. Reflecting the local focus of healthcare delivery,
we provide these solutions where they are needed through our global and regional
Customer Relationship Management and Customer Service organizations.
www.siemens.com/ar/workflow-and-solutions

Diagnostics I We develop, manufacture and market clinical laboratory
diagnostic products that generate test results which help physicians detect
diseases, manage patient conditions and monitor medical therapies.
www.siemens.com/ar/diagnostics

“With its products and solutions, our Healthcare
Sector is helping make affordable, patient-
centric healthcare a reality – our response to
the challenge of shifting demographics. More
information on the Sector’s innovative technologies is available on pages 12-17 of Book I.”
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Healthcare

The more the world’s population grows and ages, the more
difficult it will be to provide high-quality, affordable healthcare.
In particular, the demand for the diagnosis and treatment of
costly illnesses that typically afflict the elderly is set to soar.
And this is where we come in. We’re the only company worldwide to
provide integrated healthcare solutions across the entire treatment
continuum. Combining imaging systems, laboratory diagnostics and
information technology to create seamless, greatly enhanced workflows,
we’re making high-quality, patient-centric healthcare a reality. Healthcare that enables early, efficient, accurate and patient-friendly diagnosis
and treatment – helping patients, who can be treated more quickly and
comfortably; supporting physicians, who have access to much more
information when diagnosing and treating diseases; and benefiting
societies, whose healthcare systems can be streamlined through more
efficient processes.

www.siemens.com/healthcare
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www.siemens.com/healthcare

Healthcare

Hermann Requardt
Member of Siemens’ Managing Board
Healthcare Sector CEO

“Demographic change poses massive challenges for
the world’s healthcare systems. It’s time to take a
new approach.
In the past, physicians reacted to disease. Our innovative technologies now enable healthcare professionals to detect illnesses early on, improve the
accuracy of their diagnoses and provide optimal
treatment right from the outset.”
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Key ﬁgures

Fiscal 2009
1,450

Proﬁt (in millions of euros)

12.2

Proﬁt margin (in %)

11,950

New orders (in millions of euros)

48

Employees (in thousands)

Revenue by Region 1 (in millions of euros)

Fiscal 2009

a
b

1

Europe, C.I.S.,2 Africa, Middle East

4,724

d
b

1,072

Germany

c

Americas
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d

Asia, Australia

1,986

Customer location
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11,864

External revenue

2

c
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Our Healthcare Sector is one of the world’s largest providers to the healthcare
industry, offering solutions based on core competencies and innovative
strengths in diagnostic systems, therapeutic technologies and knowledge
processing – including information technology and systems integration.
Our acquisitions in the field of laboratory diagnosis have made us the first
integrated healthcare company to combine imaging systems, laboratory diagnostics, treatment solutions and healthcare IT – rounded off by consulting
and services. We offer single-source solutions for the entire healthcare continuum – from prevention and early detection to diagnosis, treatment and
follow-up care. We’re also a world leader in innovative hearing instruments.
Our Healthcare Sector has some 48,000 employees worldwide and activities in 130 countries. In fiscal 2009, it generated external revenue of €11.9 billion
and profit of €1.5 billion.

We provide comprehensive healthcare
from a single source, combining the
latest laboratory diagnostics with imaging systems and specialized information
technology. The result: shorter waiting
times, more accurate diagnoses and
increased patient satisfaction.

A09G003_E
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Siemens IT Solutions and Services I Managing complexity, cutting
costs, accelerating core processes, improving services and enhancing
customer proximity – our IT solutions and services help customers in both the
private and public sectors create value through IT. Our portfolio ranges from
consulting and systems integration to software development and the
complete management of IT infrastructures.
www.siemens.com/ar/it-solutions

Siemens Financial Services I As a non-bank financing provider, we
s upply Siemens and business-to-business customers worldwide with capital
for infrastructure, equipment and operations. Our knowhow in key Siemens
markets and related industries makes us an expert manager of financial risks
within Siemens and an expert investor in innovative technologies and
sustainable infrastructures.
www.siemens.com/ar/finance

Siemens Real Estate I We’re responsible for all of Siemens’ real estate
activities worldwide – managing our company’s real estate portfolio, operating
its real estate holdings and overseeing their utilization, providing real-estaterelated services and implementing all construction projects Siemens-wide
in order to guarantee that resource use is sustainable and as cost-effective,
transparent and efficient as possible.
www.siemens.com/ar/sre

BSH Bosch und Siemens Hausgeräte GmbH I We develop and produce
innovative, energy-efficient household appliances. As the world’s third-largest
appliance maker, we market our products through a comprehensive sales and
customer service network.
www.siemens.com/ar/bsh

Nokia Siemens Networks I We’re a leading global enabler of telecommunications services. With our focus on innovation and sustainability, we provide
a complete portfolio of mobile, fixed and converged network technology as
well as professional services, including consultancy and systems integration,
deployment, maintenance and managed services. We’re one of the largest
telecommunications hardware, software and professional services companies
in the world. Headquartered in Espoo, Finland, we’re active in 150 countries.
www.siemens.com/ar/nsn
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Energy conversion chain
The production, transport and processing
of primary fossil fuels
– Combined-cycle power plants for the oil and gas industry
– Electric motors instead of mechanical drives

Fossil power generation
– Combined-cycle power plants
– Combined heat and power (cogeneration) plants
– Power plant instrumentation and controls
– Modernization and upgrades

Our innovative gas turbines consume less primary fuel than their predecessors –
thereby emitting less CO2 even as they generate more electricity.

Our Environmental Portfolio
is creating a
triple-win situation –

Siemens is
the best company
in its class
in the Dow Jones
Sustainability Index.

Renewable energy

Power transmission
and distribution

– Wind power solutions
– Ground-based and rooftop photovoltaic power plants
– Solar-thermal power plants
– Components for biomass power plants

– High-voltage direct-current transmission (HVDC) systems
– Grid connections for offshore wind farms
– Substations with gas-insulated switchgear
– Network management
– Gas-insulated transmission lines
– Siplink direct-current coupling systems for ships

The future belongs to wind and solar power: we supplied and installed 48 wind turbines for the
Lillgrund offshore wind farm in the Øresund Strait between Malmø, Sweden and Copenhagen, Denmark.

First, for our customers, who are improving
their bottom lines – thanks to
lower energy costs, higher productivity
and more profitable growth.

percent – that’s how much less energy is consumed
in buildings equipped with advanced Siemens
technologies. Klinikum Bremerhaven, a large
regional hospital in northern Germany, is just one
example of how our Environmental Portfolio is
helping customers cut costs and minimize
environmental impact.
(For more information, see page 52 of Book I.)

Solutions for industry

Mobility

– Energy-saving motors
– Drives/converters with energy recovery
– Diesel-electric drives for ships
– Solutions for metals and mining
– Energy recovery
– Water and wastewater treatment in the pulp and paper industry
– Energy management and consulting

– High-speed trains
– Locomotives
– Regional trains
– Light-rail systems
– Traffic management systems
– LED traffic signals
– Parking management systems
– Rail automation and electrification

IT solutions and services
– Transformational Data Centers
– Smart workplace communications

Our COREX und FINEX technologies are ecofriendly processes
for coal and steel production.

Second, for society, which is leveraging
our technologies to protect the environment
and improve the quality of life.

million tons – that’s the reduction
in CO2 emissions we’ll enable our
customers to achieve by 2011 –
and one of our key contributions
to sustainable development.

Building technologies

Environmental technologies

– Energy-saving performance contracting
– Building modernization
– Components for heating, ventilation
and air conditioning

– Water treatment systems
– Air pollution control systems

Lighting (OSRAM)

– Refurbished systems
– CT scanners: SOMATOM Definition AS
– MRI scanners: MAGNETOM ESSENZA,
MAGNETOM Verio

– Light-emitting diodes (LEDs)
– Energy-saving lamps (DULUX)
– Fluorescent lamps (LUMILUX)
and electronic control gear
– Halogen lamps (Halogen Energy Savers)
– High-intensity discharge lamps
(HQI, HCI, NAV)

Healthcare

Our MAGNETOM ESSENZA 1.5-tesla MRI scanner reduces
both energy consumption and costs.

Third, for our company, because we’re
tapping attractive markets and achieving
profitable growth.

billion euros – that’s how much revenue we’ll
be generating by 2011 with the products and
solutions in our Environmental Portfolio.

By giving answers
that promote sustainable growth.
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Segment information
Industry Automation
Drive Technologies
Building Technologies
OSRAM
Industry Solutions
Mobility

Industry
Our Industry Sector offers a complete spectrum of products, services and solutions for the efficient use
of resources and energy and improvements of productivity in industry and infrastructure. Its integrated
technologies and holistic solutions address primarily industrial customers, such as process and manufacturing industries, and infrastructure customers, especially in the areas of transport, buildings and
utilities. The portfolio spans industry automation and drives products and services, building, lighting
and mobility solutions and services, and system integration and solutions for plant businesses.

Revenue  € 35.043 billion
€ 2.701 billion

Profit 

Fossil Power Generation1
Renewable Energy
Oil & Gas1
Power Transmission
Power Distribution

Energy
Our Energy Sector offers a wide spectrum of products, services and solutions for the generation, transmission and distribution of power, and the extraction, conversion and transport of oil and gas. It primarily
addresses the needs of energy providers, but also serves industrial companies, particularly in the oil
and gas industry.

Revenue  € 25.793 billion
€ 3.315 billion

Profit 

1 Financial results relating to the Energy Service Division are reflected in the Fossil Power Generation and the Oil & Gas Divisions.

Healthcare

Imaging & IT
Workflow & Solutions
Diagnostics

Our Healthcare Sector offers customers a comprehensive portfolio of medical solutions across the
value-added chain – ranging from medical imaging to in-vitro diagnostics to interventional systems and
clinical information technology systems – all from a single source. In addition, the Sector provides technical maintenance, professional and consulting services, and, together with Siemens Financial Services,
financing to assist customers in purchasing the Sector’s products.

Revenue  € 11.927 billion
€ 1.450 billion

Profit 

Equity Investments

Major
investments
Nokia Siemens Networks
BSH Bosch und Siemens
Hausgeräte GmbH

Profit 

€ (1.851) billion

Siemens IT Solutions
and Services
Revenue 
Profit 

€ 4.686 billion
€ 90 million

Siemens Financial Services
Profit 
Total
assets 

In general, Equity Investments comprises equity stakes held by Siemens that are accounted for by the
equity method, at cost or as current available-for-sale financial assets and which are not allocated to a
Sector, a Cross-Sector Business, Siemens Real Estate (SRE), Pensions or Corporate Treasury for strategic
reasons. Major components of Equity Investments include our 50% stakes in Nokia Siemens Networks B.V.
(NSN) and BSH Bosch und Siemens Hausgeräte GmbH (BSH), our 49% stake in Enterprise Networks
Holdings B.V. (EN), and our 49% stake in Krauss-Maffei Wegmann GmbH & Co. KG.

€ 304 million
€ 11.704 billion

Cross-Sector Businesses
Siemens IT Solutions and Services designs, builds and operates both discrete and large scale information
and communications systems and offers comprehensive information technology and communications
solutions from a single source both to third parties and to other Siemens entities. Siemens Financial
Services is an international provider of financial solutions in the business-to-business area. SFS supports
Siemens as well as third parties in the three industry areas of industry, energy, and healthcare. SFS
finances infrastructure, equipment and working capital and supports and advises Siemens concerning
financial risk and investment management. By integrating financing expertise and industrial knowhow, SFS creates value for its customers and helps them strengthen their competitiveness.

Key figures1

Fiscal 20092

(in millions of €, except where otherwise stated)

Revenue growth

Growth and profit
FY 2009

FY 2009 3

0%

FY 2008 3

9%

Actual

Profit margin FY 2009
7.7%

Industry Automation

9.1%

Drive Technologies4

11.1%

Building Technologies

6.4%

OSRAM

2.2%

Industry Solutions

5.3%

Mobility

6.1%
12.9%

Energy
Fossil Power Generation

13.0%

Renewable Energy

13.0%

Oil & Gas

11.7%

Power Transmission

11.7%

Power Distribution

13.2%

Healthcare8

14.2%

Imaging & IT

16.2%

Workflow & Solutions

(3.5)%

Diagnostics

8

Siemens Financial
Services*

1.9%
25.9%

Margin ranges    * Return on equity 9

ROCE (continuing operations)
FY 2009

6.1%

FY 2008

4.8%

Target corridor: 14 – 16%

Cash conversion (continuing operations)

FY 2008

New orders

78,991

93,495

(16)

(14)

Revenue

76,651

77,327

(1)

0

Profit Total Sectors

7,466

6,606

13

in % of revenue (Total Sectors)

10.3%

9.3%

Total Sectors4

EBITDA (adjusted)

9,524

8,605

in % of revenue (Total Sectors)

13.1%

12.1%

11

Continuing operations
EBITDA (adjusted)

9,219

5,585

65

Income from continuing operations

2,457

1,859

32

Basic earnings per share (in euros)5

2.60

1.91

36

2,497

5,886

(58)

2.65

6.41

(59)

Continuing and discontinued operations6
Net income
Basic earnings per share (in euros)5
Return on capital employed
FY 2009

FY 2008

6.1%

4.8%

6.2%

14.8%

FY 2009

FY 2008

7,606

7,942

1.02

1.20

3,786

5,739

1.54

3.09

3,641

4,903

1.46

0.83

FY 2009

FY 2008

9,309

9,034

Continuing operations
Return on capital employed (ROCE)
Continuing and discontinued operations6
Return on capital employed (ROCE)

16.8%

Siemens IT Solutions
and Services

FY 2009

% Change
Adjusted3

Continuing operations

 arget 2009: <0.5 GDP decline. As of October 14, 2009, IHS Global Insight Inc.
T
expects negative growth of 2.1% in GDP in 2009.

Industry

FY 2008

Free cash flow and Cash conversion
Total Sectors4
Free cash flow
Cash conversion
Continuing operations
Free cash flow
Cash conversion
Continuing and discontinued operations6
Free cash flow
Cash conversion
Net debt and Capital structure
Net debt

1.54

Net debt/EBITDA (adjusted) (cont.)

3.09

Adjusted industrial net debt
Ad. industrial net debt/EBITDA (adjusted) (cont.)

1.01

1.62

2,873

2,184

0.31

0.39

Target: 1 minus revenue growth rate

Employees (in thousands)
Adjusted industrial net debt/EBITDA
(continuing operations)

Sept. 30, 2009
Cont.
Op.
Total 7

Sept. 30, 2008
Cont.
Op.
Total 7

FY 2009

0.31

Employees

405

405

427

428

FY 2008

0.39

Germany

128

128

132

133

Outside Germany

277

277

295

295

Target corridor: 0.8 – 1.0

1

 ew orders; adjusted or organic growth rates of revenue and new orders; book-to-bill ratio; ROE,
N
ROCE; free cash flow; cash conversion rate; EBITDA (adjusted); net debt and adjusted industrial
net debt are or may be non-GAAP financial measures. 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 are available
on our Investor Relations website under www.siemens.com/nonGAAP.
2 October 1, 2008 – September 30, 2009.
3 Adjusted for portfolio and currency translation effects.
4 During the second quarter of fiscal 2009 Electronics Assembly Systems has been reclassified
to Other Operations. The presentation of certain prior-year information has been reclassified
respectively.

5	 Earnings per share – attributable to shareholders of Siemens AG. For fiscal 2009 and 2008 weighted
average shares outstanding (basic) (in thousands) amounted to 864,818 and 893,166 respectively.
Discontinued operations consist of Siemens VDO Automotive activities as well as of carrier networks,
enterprise networks and mobile devices activities.
7 Continuing and discontinued operations.
8 Profit margin including PPA effects and integration costs for Healthcare is 12.2%
and for Diagnostics 9.7%.
9 Return on equity is calculated as annualized Income before income taxes of fiscal 2009 divided
by average allocated equity for fiscal 2009 (€ 1.175 billion).
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Dear Shareholders,
Fiscal 2009 was marked by the impact of the global financial
and economic crisis. Despite the adverse conditions, we can look
back on a successful fiscal year. The timely cost-cutting measures
adopted by the Managing Board and the Company’s new structure
have proven their worth.
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In fiscal 2009, the Supervisory Board performed the duties assigned to it by law, the Siemens Articles of Association and the Bylaws for the Supervisory Board. We regularly advised the Managing
Board on the management of the Company and monitored the Managing Board’s activities. We
were directly involved in all major decisions regarding the Company. In written and oral reports,
the Managing Board regularly provided us with timely and comprehensive information on Company planning and business operations as well as on the strategic development and current state
of the Company. Deviations from business plans were explained to us in detail. Together with the
Managing Board, we determined the Company ’s strategic orientation. On the basis of reports submitted by the Managing Board, we discussed in detail all business transactions of major significance to the Company. The proposals made by the Managing Board were approved after detailed
examination and discussion. We held a total of six regular meetings and two extraordinary meetings. When necessary, we voted on proposals using a notational, or written, voting process.
In my capacity as Chairman of the Supervisory Board, I was in regular contact with the Managing
Board between Supervisory Board meetings and was kept up-to-date on the Company ’s current
business situation and key business transactions. At separate strategy meetings, I discussed with
the Managing Board the perspectives and future orientation of the Company ’s individual businesses.

Work in the Supervisory Board committees
To enhance the efficiency of its work, the Supervisory Board has set up a total of six committees to
prepare the proposals for the Supervisory Board as well as the issues to be dealt with at the Board’s
plenary meetings. The decision-making powers of the Supervisory Board are delegated to these
committees where legally permissible. The chairmen of the committees report to the Supervisory
Board on the committees’ work at subsequent Board meetings. The composition of the individual
Supervisory Board committees and the number of committee meetings and decisions are shown
on pages 214 ff. of Book II of this Annual Report.
The Chairman’s Committee met five times in fiscal 2009. Between meetings, I also discussed
topics of particular importance to the Company with the members of the Chairman’s Committee.
The Chairman’s Committee dealt with corporate governance principles and with various personnel topics.
The Mediation Committee was not required to meet in fiscal 2009. The Finance and Investment
Committee met three times, focusing on the development of the company ’s medium-term strategy and on preparations for the Supervisory Board’s decision on the Company budget for fiscal
2010. In addition, seven decisions were made using the notational voting process, and the Committee approved the sale of the residential real estate managed by Siemens Wohnungsbaugesellschaft
and of the Company ’s stake in the Fujitsu Siemens Computers (FSC) joint venture.
The Audit Committee met six times. Together with the independent auditors, the President and
Chief Executive Officer, the Chief Financial Officer and the General Counsel, the Audit Committee
discussed the Annual Financial Statements and management’s discussion and analysis (MD&A) for
Siemens AG and the Consolidated Financial Statements and the consolidated MD&A for Siemens
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worldwide, the proposal for the appropriation of net income and the Annual Report on Form 20-F
for the U.S. Securities and Exchange Commission (SEC). In addition, the Audit Committee made
a recommendation to the Supervisory Board for the Supervisory Board’s proposal to the Annual
Shareholders’ Meeting concerning the election of the independent auditors.
The Audit Committee gave in-depth consideration to the appointment of the independent
auditors for fiscal 2009 and the transition to the new auditors, Ernst & Young GmbH Wirtschafts
prüfungsgesellschaft, Stuttgart (formerly Ernst & Young AG Wirtschaftsprüfungsgesellschaft
Steuerberatungsgesellschaft). The Committee will continue to be responsible for monitoring the
auditors’ independence and qualifications as well as the additional services they perform, determining their fee and examining the Company ’s quarterly reports and the half-year financial
report. The Audit Committee also dealt with the Company’s financial reporting process and risk
management system and with the effectiveness, resources and findings of the internal financial
audit as well as with reports concerning potential and pending legal disputes. In addition, the
Audit Committee focused on Company compliance with the provisions of Section 404 of the
Sarbanes-Oxley Act (SOA) and on the internal audit of the effectiveness of the anti-corruption
compliance program. Furthermore, separate meetings were held with the independent auditors
and the head of the Company’s internal audit.
The Compliance Committee met six times in fiscal 2009. At its meetings, the Committee discussed the quarterly reports submitted by the Chief Compliance Officer as well as the claims
for damages against former members of the Managing Board.

Topics at the plenary meetings of the Supervisory Board
Regular topics of discussion at the Supervisory Board’s plenary meetings were revenue, profit and
employment development at Siemens AG, at Siemens’ Sectors and at Siemens worldwide as well
as the Company ’s financial situation and its major investment and divestment projects. The
Managing Board reported regularly and comprehensively on Company planning and the strategic
development, business operations and current state of the Company. The Supervisory Board was
regularly informed about the development and effects of the economic crisis.
At our meeting on November 12, 2008, we discussed the key financial figures for fiscal 2008 and
approved the budget for fiscal 2009. In addition, we discussed the provision of approximately
€1 billion made in the 2008 Annual Financial Statements related to the settlement being sought
with authorities in Germany and the U.S. At this meeting, we also appointed Barbara Kux to the
Managing Board of Siemens AG. She was assigned responsibility for supply chain management
in the Company and named Chief Sustainability Officer. In this connection, the assignment of
responsibilities within the Managing Board was reorganized.
At our meeting on November 28, 2008, we primarily discussed the financial statements and
MD&A for Siemens AG and Siemens worldwide as of September 30, 2008 as well as the agenda
for the Annual Shareholders’ Meeting on January 27, 2009. We also discussed the Annual Report
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2008 – in particular, its Corporate Governance report and Declaration of Conformity with the
German Corporate Governance Code. In addition, the Supervisory Board decided to propose to
the Annual Shareholders’ Meeting that Ernst & Young GmbH Wirtschaftsprüfungsgesellschaft,
Stuttgart (formerly Ernst & Young GmbH Wirtschaftsprüfungsgesellschaft Steuerberatungsgesellschaft) be elected independent auditors for fiscal 2009. The Supervisory Board also approved Jim
Reid-Anderson’s resignation from the Managing Board prior to the expiration of his appointment.
At an extraordinary meeting on December 15, 2008, the Supervisory Board discussed the termi
nation of legal proceedings against Siemens AG in Germany and the U.S. in connection with the
Company ’s alleged bribery of public officials. The final settlement reflected the explicit recognition on the part of U.S. prosecutors and the U.S. Securities and Exchange Commission (SEC) of
Siemens’ “extraordinary cooperation” and of its new and comprehensive compliance program
and extensive remediation efforts. On this basis, the lead agency for U.S. federal government
contracts, the Defense Logistics Agency (DLA), issued a formal statement confirming that Siemens
would remain a reliable partner for U.S. government business.
At an extraordinary meeting on January 26, 2009, we discussed the Company ’s withdrawal from
the Areva NP joint venture and decided to terminate the shareholder’s agreement within the contractually stipulated timeframe – that is, no later than January 30, 2012 – and to sell the Company ’s
shares to majority shareholder Areva S.A. by exercising a put option.
At our meeting on January 27, 2009, immediately following the Annual Shareholders’ Meeting,
the following personnel changes were made on the Supervisory Board and its committees due to
the resignation of Ralf Heckmann from the Supervisory Board. Berthold Huber was elected First
Deputy Chairman of the Supervisory Board. Lothar Adler, in addition to his membership on the
Finance and Investment Committee, was elected to the Chairman’s Committee and to the Compliance and Mediation Committee. Birgit Steinborn was elected to the Audit Committee. And HansJürgen Hartung was appointed to the Supervisory Board by court order.
At our meeting on April 28, 2009, the Managing Board reported on the Company ’s business and
financial position at the end of the second quarter. Jean-Louis Beffa and Werner Mönius were
elected additional members of the Finance and Investment Committee. The Bylaws for the Supervisory Board were amended at the same time. Bettina Haller was elected to succeed Heinz
Hawreliuk on the Audit Committee. Sibylle Wankel was elected to the Compliance Committee.
The Bylaws for the Compliance Committee were also amended.
At our meeting on July 29, 2009, we dealt with the Company ’s business and financial position at
the end of the third quarter as well as with the status of compliance-related measures. In addition,
the Managing Board informed us about the opportunities presented by economic stimulus programs, about the Company ’s innovation strategy and about future plans in the field of nuclear
power. The Supervisory Board also discussed new legal regulations – in particular, those concerning Managing Board remuneration.
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At our meeting on September 23, 2009, the Managing Board provided an overview of the state
of the Company. At the meeting, the Supervisory Board approved the fiscal 2010 budget, and the
Healthcare Sector reported on the current status of its business. In addition, the Bylaws for the
Supervisory Board, the Chairman’s Committee and the Audit Committee were amended to reflect
new legal regulations. We also met in executive session, in which only members of the Supervisory Board participated, to discuss the efficiency review of Supervisory Board operations. Furthermore, we approved the agreement with the Company ’s directors and officers (D&O) insurers to
limit liability coverage to €100 million. We also approved the preliminary agreements with former
Managing Board members Edward G. Krubasik, Rudi Lamprecht and Klaus Wucherer to settle
Company claims. To avoid possible conflicts of interest, Michael Diekmann, who is CEO of the lead
member company of the insurance consortium in question, did not participate in the discussion
or the voting on liability coverage.

Corporate Governance Code
The Supervisory Board concerned itself with the provisions of the German Corporate Governance
Code. Information on corporate governance at the Company and a detailed report on the level and
structure of the remuneration paid to the members of the Supervisory and Managing Boards is
provided on pages 16 ff. and 28 ff. of Book II of this Annual Report. At their meetings on September 16 and 23, 2009, the Managing and Supervisory Boards issued an unconditional Declaration of
Conformity pursuant to Section 161 of the German Stock Corporation Act (Aktiengesetz) and made
it available to shareholders on the Company ’s website. Siemens AG complies with all the recommendations of the current version of the German Corporate Governance Code and will continue
to comply with these recommendations in the future.
Detailed discussion of the financial statements
Our independent auditors – Ernst & Young GmbH Wirtschaftsprüfungsgesellschaft – audited the
Annual Financial Statements of Siemens AG and the related MD&A as well as the Consolidated
Financial Statements and consolidated MD&A for the year ended September 30, 2009 in accordance with the requirements of the German Commercial Code (HGB) and approved them without
qualification. The Consolidated Financial Statements and the consolidated MD&A were prepared
in accordance with Section 315a of the HGB, using the international accounting standards IFRS,
as required in the European Union. Ernst & Young GmbH Wirtschaftsprüfungsgesellschaft’s audit
was conducted in accordance with generally accepted German standards for the audit of financial
statements promulgated by the Institut der Wirtschaftsprüfer in Deutschland e.V. (IDW) and the
International Standards on Auditing (ISA). The above-mentioned documents as well as the Managing Board’s proposal for the appropriation of net income were submitted to us by the Managing
Board in a timely manner. The Audit Committee discussed these documents in detail on December 1, 2009. The audit reports prepared by Ernst & Young GmbH Wirtschaftsprüfungsgesellschaft
were presented to all members of the Supervisory Board, and we reviewed them comprehensively
at our meeting on December 2, 2009 in the presence of the independent auditors, who reported
on the main findings of their audit. The independent auditors also reported that there were no

10

6 Reports Supervisory Board /
Managing Board

16 Corporate Governance

6 Report of the Supervisory Board

12 Letter to our Shareholders

44 Management’s discussion and analysis

122 Consolidated Financial Statements

major weaknesses in the Company ’s internal audit or risk management systems. At this meeting,
the Managing Board explained the Annual and Consolidated Financial Statements as well as the
Company ’s risk management system. The independent auditors also discussed the scope, focal
points and costs of the audit.
We concur with the results of the audit. Following the definitive findings of the examination
by the Audit Committee and our own examination, we have raised no objections. In view of our
approval, the financial statements prepared by the Managing Board are accepted as submitted.
We endorse the Managing Board’s proposal that the net income available for distribution be used
to pay out a dividend of €1.60 per share entitled to a dividend and that the amount attributable to
shares of stock of Siemens AG held in treasury by the Company as of the date, as well as attributable to treasury stock retired by the date, of the Annual Shareholders’ Meeting be carried forward.

Changes in the composition of the Supervisory and Managing Boards
Following the conclusion of the Annual Shareholders’ Meeting on January 27, 2009, Ralf Heckmann,
First Deputy Chairman of the Supervisory Board, resigned from the Supervisory Board. A member
of the Supervisory Board since 1998, Mr. Heckmann had served as First Deputy Chairman since
2002. The Supervisory Board subsequently elected Berthold Huber as his successor. Hans-Jürgen
Hartung was appointed to the Supervisory Board by court order. Heinz Hawreliuk retired from the
Supervisory Board on March 31, 2009, and Sibylle Wankel replaced him as a substitute member.
The Supervisory Board would like to thank Mr. Heckmann and Mr. Hawreliuk for their constructive
and informed contributions and many years of loyal support.
Effective November 17, 2008, the Supervisory Board appointed Barbara Kux to the Managing
Board. She was assigned responsibility for supply chain management in the Company and also
named Chief Sustainability Officer. Jim Reid-Anderson left the Company at his own request, effective November 30, 2008. Effective December 1, 2008, Hermann Requardt was appointed CEO of
the Healthcare Sector. Mr. Requardt will continue to serve as head of the Corporate Technology
Department.
The Supervisory Board would like to thank the members of the Managing Board as well as the
employees and employee representatives of all Siemens companies for their work. Together,
they made fiscal 2009 another successful year for Siemens.
For the Supervisory Board

Dr. Gerhard Cromme
Chairman
Berlin and Munich, December 2, 2009
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Dear Shareholders,
In fiscal 2009, the financial markets and the entire global
economy plummeted, hit by the worst crisis of the post-war
era. Confidence in the markets was profoundly shaken, and
the fallout has been dramatic. Although there are now signs
that the situation is gradually stabilizing, it’s still too early
to say when the global economy will be back on its feet.
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One thing is clear: the current crisis has transformed the world and the environment in which
we do business. The role of the state, in particular, has changed. I have great admiration for the
decisiveness that governments and parliaments all over the world exhibited in preventing the
situation from worsening. The stimulus programs they launched worldwide kept markets from
collapsing. Applying the lessons learned from the crisis, governments have now begun to revise
the regulatory framework in which markets operate. However, there is a real danger that the
enhanced role of the state will open the door to isolationism and protectionism. We don’t yet
know to what extent policymakers will be able to avoid this pitfall.
One thing we’ve learned from the crisis is that a quick fix is no substitute for sustainable action.
This apparently simple truth was ignored too often by too many players. Today, it’s obvious: when
sustainability is disregarded, responsibility falls by the wayside, trust is destroyed, economies are
weakened and people suffer.
Siemens stands for sustainability. Long before sustainability became a household word, our
company’s founder, Werner von Siemens, announced: “I won’t sell the future of my company for
a quick profit.” This has been the guiding principle at our Company ever since its founding. And
it’s a legacy we feel bound to uphold. The success of our long-term approach has also gained
recognition outside the Company. We’re very pleased to have captured the No. 1 position in the
Diversified Industrials sector of the Dow Jones Sustainability Index – the most widely used yardstick for sustainable business activity.
We’re relieved that the German and U.S. authorities investigating the allegations of bribery
against Siemens have concluded their proceedings, and we’re proud that the Company is now an
international benchmark in the area of compliance. For us, these developments are both a confirmation of our efforts and an incentive to remain vigilant, professional and highly focused in all
our activities.

Business development in fiscal 2009
In fiscal 2009, new orders were 16 percent below the record level of fiscal 2008. Revenue, at
€76.7 billion, declined by only one percent, remaining near the fiscal 2008 level. Total Sectors
profit, at € 7.5 billion, substantially exceeded the fiscal 2008 figure. At €2.5 billion, net income
from continuing activities was 32 percent higher than for fiscal 2008, while undiluted earnings
per share climbed 36 percent, to €2.60. A large part of this success is attributable to reductions
in our sales, general and administrative (SG&A) costs. A year earlier than planned, we’ve already
reached our target of slashing these costs by €1.2 billion compared to fiscal 2007.
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Poised for the challenges ahead
As we embark on fiscal 2010, we’re well-equipped to master the challenges that lie ahead. First of all,
we’ll have to continue proving our mettle in an environment that remains difficult. As a company geared
primarily to the later stages of the business cycle, we’ve been hit relatively late by the recession. This, in
turn, means that some of our long-cycle businesses are not likely to feel the repercussions of the crisis
until fiscal 2010. Nevertheless, we’re convinced that government stimulus programs will help offset a
decline in business with our private-sector customers.
New global economic parameters
The financial crisis has not only brought to light some undesirable developments; it’s also accelerating
the ongoing structural transformation of the global economic order – in two key respects:
First, we’re experiencing a shift in the global balance of economic power. The world’s emerging countries will be the growth regions of the future, even more so than in the past. This applies particularly to
the BRIC countries – Brazil, Russia, India and China – and the countries of the Middle East. Experts are
predicting that these countries will account for half of all global economic growth in the years to come.
At the same time, it’s unclear when Europe’s economies will again be able to match the strong growth
rates of the pre-crisis years.
Second, governments worldwide are strongly committed to achieving a balance among the three key
components of sustainability: environmental stewardship, economic development and social responsibility. This commitment is articulated in the statements signed by the leaders of the industrialized countries at this year’s G20 summits in London and Pittsburgh. Acting on their resolve, heads of state and
government leaders have now initiated investments in environmentally compatible, energy-efficient
green infrastructures.

The crisis as an opportunity
The crisis and the measures taken to overcome it are bringing us not only tremendous challenges but
also major opportunities. As an integrated technology company with outstanding infrastructure knowhow, we’re a highly regarded partner worldwide when it comes to enhancing the energy efficiency and
environmental compatibility of infrastructures. Enormous long-term growth prospects are also opening
up for us in these fields. Energy-efficient, ecofriendly products and solutions that help mitigate climate
change are the growth drivers in our markets. Today, we’re already the world’s leading provider of green
technologies. In fiscal 2009, we sold ecofriendly products and solutions worth €23 billion – more than
any other company in the world. For 2011, our target is to generate €25 billion in this segment with our
Environmental Portfolio.
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We also have excellent business prospects in the emerging countries. Our Company has been doing
business in most of these countries for many decades and in the BRIC countries for over 100 years.
We’re a well-respected business partner in these regions. We know the people, and we’re familiar with
their cultures. We understand the challenges facing our local customers, and we have the solutions
they need.
The fast-growing middle-market segments in the BRIC countries also offer tremendous business potential for us. However, to realize this potential, we’ll have to redouble our efforts to drive the development
of products and solutions tailored to these segments. And this means sharpening our focus on core
functionalities and on products that are extremely robust, user-friendly and reasonably priced. The
challenges involved in penetrating such markets are considerable. But we’re meeting them with the
same perseverance and commitment to reliability and quality that have already made our Company
a leading player in high-end markets.

Siemens in fiscal 2010
Against the backdrop of a relentlessly challenging market environment, we anticipate a downturn in
revenue in fiscal 2010 in the mid-single-digit range – a considerably smaller decline than the doubledigit drop posted in fiscal 2009. We aim to generate a total Sectors profit of between €6 billion and
€6.5 billion and expect profit from continuing operations to increase some 20 percent compared to fiscal
2009. Despite the global economic challenges, we intend to continue investing heavily in research and
development in order to further expand our leading market and technology positions and strengthen
the foundation for our profitable, long-term post-crisis growth.
Having left the burdens of the past behind, we’re now looking ahead to fiscal 2010 and the years beyond
with determination and self-confidence. Thanks to our outstanding innovative strength, our global presence and, above all, our highly committed and motivated people, we have everything on board that we
need to be a leader in the infrastructure markets of tomorrow.

Peter Löscher
President and Chief Executive Officer
Siemens AG
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Corporate Governance report
Siemens fully complies with the recommendations of the Ger-

Management and control structure:

man Corporate Governance Code (the “Code”), which was first
issued in 2002 and later expanded, most recently in June 2009.

The Supervisory Board
As a German stock corporation, Siemens is subject to German

The Managing Board and the Supervisory Board of Siemens

corporate law and has a two-tier management and oversight

AG, respectively, discussed compliance with the recommenda-

structure, consisting of a Managing Board and a Supervisory

tions of the Code, in particular with regard to the amendments

Board. The German Codetermination Act (Mitbestimmungs

of June 18, 2009. Based on these deliberations, the Boards ap-

gesetz) requires that the Company ’s shareholders and its em-

proved the Declaration of Conformity (with the Code) which is

ployees each select one-half of the Supervisory Board’s mem-

set forth below (page 23), posted on our website and updated

bers.

as necessary. Siemens voluntarily complies with the Code’s
According to the Bylaws for the Supervisory Board, the share-

non-obligatory suggestions.

holder representatives on the Supervisory Board must be indeOur listing on the New York Stock Exchange (“NYSE”) subjects

pendent. Some Supervisory Board members hold, or held in

us to certain U.S. capital market laws (including the Sarbanes-

the past year, high-ranking positions at other companies with

Oxley Act (“SOA”)) and the rules and regulations of the U.S. Se-

which Siemens does business; nevertheless, our sales and

curities and Exchange Commission (“SEC”) and the NYSE. To

purchases of products and/or services to or from such compa-

facilitate our compliance with the SOA, we have, among other

nies are transacted on an arm’s length basis. We believe that

things, established a Disclosure Committee, comprising the

these dealings do not compromise the independence of the

heads of Corporate Units, which is responsible for reviewing

relevant Supervisory Board members.

certain financial and non-financial information and advising
our Managing Board in its decision-making about disclosure.

The Supervisory Board oversees and advises the Managing

We have also introduced procedures that require the manage-

Board in its management of the Company ’s business. At regu-

ment of our Sectors, our Cross-Sector Businesses and our sub-

lar intervals, it discusses business development, planning,

sidiaries to certify various matters, providing a basis on which

strategy and implementation. It also discusses Siemens’ quar-

our CEO and CFO certify our financial statements to the SEC.

terly and half-yearly reports and approves the annual stand-

Consistent with the requirements of the SOA, we have also

alone financial statements of Siemens AG as well as the Con-

implemented procedures for handling accounting complaints

solidated Financial Statements of Siemens, taking into account

and a Code of Ethics for Financial Matters.

both the audit reports issued by the independent auditors
thereon and the results of the review conducted by the Audit
Committee. In addition, it is responsible for monitoring the
Company ’s adherence to provisions of law, official regulations
and internal Company policies (compliance); the Compliance
Committee performs the compliance duties assigned to it by a
decision of the Supervisory Board and by the Bylaws for the
Compliance Committee. In addition, the Supervisory Board
appoints the members of the Managing Board and determines
each member’s duties. Important Managing Board decisions –
such as major acquisitions, divestments and financial measures – require Supervisory Board approval, unless the Bylaws
for the Supervisory Board specify that such approval is given
by the Finance and Investment Committee instead. In the Bylaws for the Managing Board, the Supervisory Board has estab-
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lished rules that govern the work of the Managing Board, in

the Supervisory Board whether or not it should approve those

particular the allocation of duties among individual Managing

financial statements. It concerns itself with the company ’s risk

Board members, matters reserved for the Managing Board as a

monitoring system and oversees the effectiveness of the inter-

whole, and the required majority for Managing Board deci-

nal control system, in particular as it relates to financial report-

sions.

ing, the risk management system and the internal audit system. The internal corporate audit unit reports regularly to the

The Supervisory Board’s Bylaws provide for the establishment

Audit Committee. In addition, the Audit Committee monitors

of committees – currently six – whose duties, responsibilities

the independent audit of financial statements, in particular

and procedures fulfill the requirements of the Code, reflect ap-

the independence and qualifications of the independent audi-

plicable SOA requirements and incorporate applicable NYSE

tors as well as the independent auditors’ services, and per-

rules, as well as certain NYSE rules not mandatorily applicable

forms the other functions assigned to it under the SOA.

to Siemens AG. Each committee’s chairman provides the
Supervisory Board with regular reports regarding the activities

The Compliance Committee, which was established in April

of the relevant committee.

2007, comprises the Chairman of the Supervisory Board, two
of the Supervisory Board’s shareholder representatives and

The Chairman’s Committee comprises the Chairman and
Deputy Chairmen of the Supervisory Board as well as one fur-

three of the Supervisory Board’s employee representatives.

ther member to be elected by the Supervisory Board and per-

ence to statutory provisions, official regulations and internal

forms the collective tasks of a nominating, compensation and

Company policies.

The Compliance Committee monitors the Company ’s adher-

corporate governance committee to the extent that these
tasks are not performed by the Nominating Committee or, as

The Nominating Committee, which comprises the Chairman

required by German law, to be performed by the Supervisory

of the Supervisory Board and two shareholder representatives,

Board in full session. In particular, it makes proposals regard-

is responsible for making recommendations to the Supervisory

ing the appointment of Managing Board members, handles

Board’s shareholder representatives on the shareholder candi-

contracts with members of the Managing Board and prepares

dates for election to the Supervisory Board by the Annual

resolutions for the Supervisory Board in full session with re-

Shareholders’ Meeting.

spect to the compensation of the members of the Managing
Board and the review of the Managing Board compensation

The Mediation Committee, comprising the Chairman of the

system.

Supervisory Board, the First Deputy Chairman (who is elected
in accordance with the German Codetermination Act), one of

The Audit Committee comprises the Chairman of the Supervisory Board, two of the Supervisory Board’s shareholder repre-

the Supervisory Board’s shareholder representatives and one

sentatives and three of the Supervisory Board’s employee rep-

proposals to the Supervisory Board in the event that the Super-

resentatives. As required by German law, the Audit Committee

visory Board cannot reach the two-thirds majority required to

must include at least one independent member of the Super

appoint a Managing Board member.

of the Supervisory Board’s employee representatives, submits

visory Board who has knowledge and experience in the application of accounting principles or the auditing of financial

The Finance and Investment Committee comprises the

statements. The Audit Committee oversees the accounting

Chairman of the Supervisory Board, three of the Supervisory

process. Together with the independent auditors, it also re-

Board’s shareholder representatives and four of the Supervi-

views the Company ’s financial statements prepared quarterly,

sory Board’s employee representatives. It shall – based on the

half-yearly and annually by the Managing Board. On the basis

company ’s overall strategy, which is the focus of an annual

of the independent auditors’ report on the annual financial

strategy meeting of the Supervisory Board – prepare discus-

statements, the Audit Committee makes a recommendation to

sions and resolutions of the Supervisory Board on questions
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relating to the financial situation and structure of the Com-

Share ownership

pany as well as on fixed assets and financial investments. In

As of October 13, 2009, the current Managing Board members

addition, the approval of the Finance and Investment Commit-

held a total of 286,998 (2008: 382,903) Siemens shares as well

tee – rather than that of the Supervisory Board – is required for

as stock options on Siemens shares, representing 0.03 (2008:

transactions and measures for which approval is required but

0.04) percent of the capital stock of Siemens AG.

whose value is below the amount of €600 million. The Finance
and Investment Committee also exercises the rights of the

As of the same day, the current members of the Supervisory

Supervisory Board pursuant to § 32 of the German Codetermi-

Board held a total of 3,711 (2008: 5,492) Siemens shares as well

nation Act – namely, to make decisions regarding the exercise

as stock options on Siemens shares, representing 0.00013

of ownership rights resulting from interests in other compa-

(2008: 0.0006) percent of the capital stock of Siemens AG.

nies. § 32 (1) sentence 2 of the German Codetermination Act

These figures do not include 10,805,913 (2008: 8,895,939)

sets forth that decisions made by the Finance and Investment

shares, or 1.18 (2008: 0.97) percent of the capital stock, over

Committee pursuant to § 32 of the German Codetermination

which the von Siemens-Vermögensverwaltung GmbH (“vSV”),

Act only require the votes of the shareholder representatives.

a German limited liability company, has voting control under
powers of attorney based on an agreement between – among

The Managing Board

others – members of the Siemens family, including Mr. Gerd

The Managing Board, as the Company ’s top management

von Brandenstein, and vSV. These shares are voted together by

body, is committed to serving the interests of the Company

vSV based on proposals by a committee representing members

and achieving sustainable growth in Company value. The

of the Siemens family. Mr. Gerd von Brandenstein is the cur-

members of the Managing Board are jointly responsible for the

rent chairman of the executive committee and has a casting

entire management of the Company and decide on the basic

vote in case of a deadlock.

issues of business policy and corporate strategy as well as on
the annual and multi-year planning.

The individual share ownership of each Managing Board member as of October 13, 2009 is as follows:

The Managing Board prepares the Company ’s quarterly and
half-yearly reports, the annual stand-alone financial state-

Security

Number of Securities

Peter Löscher

Siemens share

100,000

Wolfgang Dehen

Siemens share

16,110

Heinrich Hiesinger

Siemens share

12,264

plicable provisions of law and official regulations and the

Joe Kaeser

Siemens share

21,951

Company ’s internal policies and works to achieve compliance

Barbara Kux

Siemens share

4,100

with these provisions and policies within the Siemens group

Hermann Requardt

Siemens share

10,619

(compliance). Further comprehensive information on the

Siegfried Russwurm

Siemens share

18,216

Compliance Program and related activities in fiscal 2009 is

Peter Y. Solmssen

Siemens share

30,653

ments of Siemens AG and the Consolidated Financial Statements of Siemens. In addition, the Managing Board is responsible for overseeing compliance by the Company with all ap-

Name

available on pages 24 (Compliance report) and 59. The Managing Board cooperates closely with the Supervisory Board, informing it regularly, promptly and fully on all issues related to

Pursuant to § 15a of the German Securities Trading Act

Company strategy and strategy implementation, planning,

(WpHG), members of the Managing and Supervisory Boards

business development, financial position, earnings, compli-

are required to disclose purchases or sales of shares of Siemens

ance and risks.

AG or financial instruments based on such shares if the total
amount of the transactions of a board member and any closely
associated person is at least €5,000 during any calendar year.

18

6 Reports Supervisory Board /
Managing Board

16 Corporate Governance

44 Management’s discussion and analysis

16 Corporate Governance report

24 Compliance report

28 Compensation report (part of Notes
to Consolidated Financial Statements)

122 Consolidated Financial Statements

The following transactions were executed in fiscal 2009 and
reported to Siemens:

Date of
transaction

First and family name

Function/
Status

Form and place
of transaction

Financial instrument
and ISIN

Number
of shares

Share price

Total amount

Comment

12/17/2008

Wolfgang Dehen

Member of
Managing Board

Buy of shares
Xetra

Siemens share
DE0007236101

2,500

€48.79

€121,975.00

Regular buy of Siemens shares

12/17/2008

Joe Kaeser

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

18

€22.00

€396.00

Buy of Siemens shares in line with
Siemens’ basic share program
2009 at a preferential price

12/17/2008

Joe Kaeser

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

11,547

€42.00

€484,974.00

Buy of Siemens shares in line with
Siemens’ Share Matching Plan 2009

12/17/2008

Hermann Requardt

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

18

€22.00

€396.00

Buy of Siemens shares in line with
Siemens’ basic share program
2009 at a preferential price

12/17/2008

Hermann Requardt

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

9,666

€42.00

€405,972.00

Buy of Siemens shares in line with
Siemens’ Share Matching Plan 2009

12/16/2008

Barbara Kux

Member of
Managing Board

Buy of shares
Xetra

Siemens share
DE0007236101

4,100

€48.32

€198,112.00

Regular buy of Siemens shares

12/16/2008

Heinrich Hiesinger

Member of
Managing Board

Sale of shares
Frankfurt

Siemens share
DE0007236101

3,110

€47.73

€148,440.30

Regular sale of Siemens shares

12/16/2008

Heinrich Hiesinger

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

18

€22.00

€396.00

Buy of Siemens shares in line with
Siemens’ basic share program
2009 at a preferential price

12/16/2008

Heinrich Hiesinger

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

11,268

€42.00

€473,256.00

Buy of Siemens shares in line with
Siemens’ Share Matching Plan 2009

12/16/2008

Peter Y. Solmssen

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

18

€22.00

€396.00

Buy of Siemens shares in line with
Siemens’ basic share program
2009 at a preferential price

12/16/2008

Peter Y. Solmssen

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

18,135

€42.00

€761,670.00

Buy of Siemens shares in line with
Siemens’ Share Matching Plan 2009

12/11/2008

Wolfgang Dehen

Member of
Managing Board

Sale of shares
Xetra

Siemens share
DE0007236101

2,500

€49.37

€123,425.00

Regular sale of Siemens shares

11/28/2008

Wolfgang Dehen

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

18

€22.00

€396.00

Buy of Siemens shares in line with
Siemens’ basic share program
2009 at a preferential price

11/28/2008

Wolfgang Dehen

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

12,402

€42.00

€520,884.00

Buy of Siemens shares in line with
Siemens’ Share Matching Plan 2009

11/26/2008

Hermann Requardt

Member of
Managing Board

Sale of shares
Xetra

Siemens share
DE0007236101

4,500

€47.83

€215,235.00

Regular sale of Siemens shares

11/21/2008

Siegfried Russwurm

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

18

€22.00

€396.00

Buy of Siemens shares in line with
Siemens’ basic share program
2009 at a preferential price

11/21/2008

Siegfried Russwurm

Member of
Managing Board

Buy of shares
ex-pit

Siemens share
DE0007236101

14,760

€42.00

€619,920.00

Buy of Siemens shares in line with
Siemens’ Share Matching Plan 2009

These transactions were duly published on the Company ’s Internet website
at www.siemens.com/directors-dealings.
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Shareholder relations

Corporate Governance guidelines

Four times a year, Siemens AG reports to its shareholders re-

Our Articles of Association, the Bylaws for the Supervisory

garding its business development, financial position and earn-

Board and those of its most important committees, the Bylaws

ings. An ordinary Annual Shareholders’ Meeting normally

for the Managing Board, all declarations of conformity, the re-

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

port on our fulfillment of the requirements of the Code, and

Managing Board facilitates shareholder participation in the

various other documents pertaining to our corporate gover-

meeting through electronic communications – in particular

nance may be found on our Internet website at

the Internet – and enables shareholders who are unable to at-

www.siemens.com/corporate-governance.

tend the meeting to vote by proxy.
Among other things, the Annual Shareholders’ Meeting decides on the appropriation of net income, ratification of the
acts of the Managing and Supervisory Boards, and the appointment of the independent auditors. Amendments to the Articles
of Association and measures which change the Company ’s
capital stock are approved exclusively at the Annual Shareholders’ Meeting and are implemented by the Managing Board.
Shareholders may submit counterproposals to the proposals of
the Managing and Supervisory Boards and may contest decisions of the Annual Shareholders’ Meeting. Shareholders owning Siemens stock with an aggregate notional value of
€100,000 or more may also demand the appointment of special auditors to examine specific issues.
As part of our investor relations activities, the CEO, the CFO
and other members of the Managing Board and individual
members of the Sectors’ and Cross-Sector Businesses’ managements meet regularly with analysts and institutional investors.
We hold a conference for analysts at least once a year, as well
as telephone conferences with analysts upon the publication
of our quarterly results.
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Significant differences between
Siemens’ corporate governance and
NYSE Corporate Governance Standards

Two-tier board

Companies listed on the NYSE are subject to the Corporate

and a Supervisory Board. The two-tier system provides a strict

Governance Standards of Section 303A (“NYSE Standards”) of

separation of management and supervision. Roles and respon-

the NYSE Listed Company Manual. Under the NYSE Standards,

sibilities of each of the two boards are clearly defined by law.

Siemens AG, as a foreign private issuer, is permitted to follow

The composition of the Supervisory Board is determined in

its home-country corporate governance practices in lieu of the

accordance with the German Codetermination Act, which re-

NYSE Standards, except that it is required to comply with the

quires that one-half of the required 20 Supervisory Board

NYSE Standards relating to the having of an audit committee

members must be elected by our domestic employees. In the

(comprised of members who are “independent” under the

event of a tie vote at the Supervisory Board, the Chairman of

SOA) and to certain NYSE notification obligations. In addition,

the Supervisory Board is entitled to cast a deciding vote.

The German Stock Corporation Act requires Siemens AG to
have a two-tier board structure consisting of a Managing Board

the NYSE Standards require that foreign private issuers disclose any significant ways in which their corporate governance

Independence

practices differ from those required of U.S. domestic compa-

In contrast to the NYSE Standards, which require the board to

nies under the NYSE Standards.

affirmatively determine the independence of the individual
directors with reference to specific tests of independence,

As a company incorporated in Germany, Siemens AG has to

German law does not require the Supervisory Board to make

primarily comply with the German Stock Corporation Act and

such affirmative findings on an individual basis. German law

the German Codetermination Act and follows the recommen-

only requires that the Audit Committee must include at least

dations of the German Corporate Governance Code. Further-

one independent member of the Supervisory Board who has

more, Siemens complies with applicable rules and regulations

knowledge and experience in the application of accounting

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

principles or the auditing of financial statements.

NYSE, and also voluntarily complies with many of the NYSE
requirements that by their terms apply only to U.S. domestic

At the same time, the Bylaws for Siemens’ Supervisory Board

issuers.

contain several provisions to help ensure the independence of
the Supervisory Board’s advice and supervision. Furthermore,

The significant differences between our governance practices

the members of the Supervisory and Managing Boards are

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

strictly independent of one another; a member of one board is
legally prohibited from being concurrently active on the other.
Supervisory Board members have independent decision-making authority and are legally prohibited from following the direction or instruction of any affiliated party. Moreover, Supervisory Board members may not enter into advisory, service or
certain other contracts with Siemens, unless approved by the
Supervisory Board.
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Committees

In addition, the Supervisory Board of Siemens AG has a Fi-

In contrast to the NYSE Standards, which require the creation

nance and Investment Committee and a Mediation Commit-

of several specified board committees, composed of indepen-

tee, the latter of which is required by German law. Neither of

dent directors and operating pursuant to written charters that

these two committees is required under the NYSE Standards.

set forth their tasks and responsibilities, the Supervisory Board
compensation and corporate governance committee substan-

Shareholder approval of equity compensation plans;
stock repurchases

tially in the Chairman’s Committee and has delegated part of

The NYSE Standards generally require U.S. domestic compa-

the remaining functions to the Nominating Committee. Never-

nies listed on the NYSE to obtain shareholder approval of all

theless, certain responsibilities, e.g. determination of the

equity compensation plans (including stock option plans) and

compensation of the members of the Managing Board, have

any material revisions to such plans. Similarly, our adoption of

not been delegated to a committee because German law re-

stock option plans and any material revisions thereto require

quires the Supervisory Board to perform the function in full

the approval by our shareholders insofar as any issuance of

session. Both the Audit Committee and the Chairman’s Com-

shares and/or stock options under authorized or contingent

mittee have written bylaws – adopted by the Supervisory

capital authorizations requires shareholder approval (which

Board based on the NYSE Standards – addressing their respec-

approval requires consideration of the key elements of the ap-

tive tasks and responsibilities.

plicable option plan or relevant modifications). Similarly, un-

of Siemens AG has combined the functions of a nominating,

der German law, share buybacks generally require the prior
The Audit Committee of Siemens AG is subject to the standards

authorization by shareholders. Such approval was last given at

of the SOA and the Securities Exchange Act of 1934, as appli-

our January 27, 2009 Annual Shareholders’ Meeting, and this

cable to a foreign private issuer, and performs – in cooperation

matter will generally be voted upon the expiration of each au-

with the Compliance Committee established in April 2007 –

thorization.

functions similar to those of an audit committee subject to the
full NYSE Standards. Nevertheless, German law precludes certain responsibilities from being delegated to a committee, such
as the selection of the independent auditors, who are required
by German law to be elected at the shareholders’ meeting.
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Declaration of Conformity
with the German Corporate Governance Code
At their meetings on September 16 and 23, 2009, respectively,
the Managing Board and the Supervisory Board of Siemens AG
approved the following Declaration of Conformity pursuant to
§ 161 of the German Stock Corporation Act:
“Declaration of Conformity by the Managing Board and the
Supervisory Board of Siemens Aktiengesellschaft with the
German Corporate Governance Code
Siemens AG fully complies and will continue to comply with
the recommendations of the German Corporate Governance
Code (“Code”) in the version of June 18, 2009, published by the
Federal Ministry of Justice in the official section of the electronic Federal Gazette (“elektronischer Bundesanzeiger”).
Since making its last Declaration of Conformity dated November 28, 2008, Siemens AG has fully complied with the recommendations of the Code in the version of June 6, 2008.
Berlin and Munich, October 1, 2009
Siemens Aktiengesellschaft
The Managing Board

The Supervisory Board”
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Compliance report
Siemens has been active in most countries around the
world, often for many generations and always with the aim
of becoming a partner of integrity within the societies and
communities in which we operate. A vital prerequisite for
this is compliance with applicable laws and in-house guidelines and regulations. In fiscal 2009, we continued to anchor
compliance even more firmly into our business processes
and into our corporate and management culture. We understand compliance as a fundamental component of integrity and as a keystone of sustainable management.

We strive for a shift from a rule-based to a value-based corporate culture, in which compliance with applicable laws and inhouse guidelines and regulations is understood and lived as a
core element of responsibility and integrity. Therefore, compliance continues to be a high-priority issue within the Company.

Development of the compliance organization
In fiscal 2009, there were around 600 employees in the Company-wide compliance organization. At the beginning of fiscal
2010, we adapted the supervision of the regional compliance
organization to the changed corporate structure: responsibil-

Compliance creates the potential for successful development

ity for one or more Clusters now lies with nine so-called (Meta-)

of businesses and, furthermore, provides a sustainable eco-

Cluster compliance officers, who report directly to the Chief

nomic and social framework. Eschewing corruption not only

Compliance Officer.

promotes fair competition, but also makes a decisive contribution to the development of economies and thus to the im-

Our new compliance officers are required to participate in a

provement of living conditions and personal development op-

four-day introductory program, which we continued to run

portunities. We also support the fight against corruption out-

systematically in fiscal 2009. The aim of a global compliance

side Siemens.

conference in Germany and regional compliance conferences
in Asia, Europe, Latin America and the Middle East held in

Continuing high priority for compliance

2009 was to improve the exchange of Company-wide best-

On December 15, 2008, the investigations into non-compliance

practice examples and to intensify dialogue within the Com-

with anticorruption laws and accounting regulations against

pany.

Siemens in Germany and the U.S. were terminated. Dr. Theo
Waigel, Germany’s Minister of Finance from 1989 to 1998, was

To establish compliance even more firmly than before as a key

contracted by the U.S. authorities to serve as Compliance

pillar of our management and corporate culture, work in the

Monitor and to report regularly over the coming years on the

compliance organization must be understood and managed as

effectiveness of our compliance measures. The Company will

an important step in management careers. For this reason, we

support the Compliance Monitor in his work. In addition to

have developed a special Competency Management Program

further improving the effectiveness and efficiency of the Com-

that is designed to systematically promote the employees

pliance Program, our support will be an important part of our

within the compliance organization.

efforts toward sustainability in our compliance measures.
These also include continuing the intensive dialogue with
stakeholders and our external commitment to combating
corruption.
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Compliance as a management task

Avoiding compliance risks

Compliance responsibility rests with management. The com-

In January 2009, the Managing Board of Siemens AG adopted

pliance review process in the various businesses and Regions

and brought into force the revised Business Conduct Guide-

that was further expanded in fiscal 2009 involves not only

lines. In the new Guidelines, we have significantly extended

quarterly reports to the Managing Board and the Supervisory

the rules for fighting corruption and ensuring fair competition

Board, but also the discussion of important compliance issues

and, among other things, amended the provisions relating to

as part of general management meetings and the develop-

prevention of money laundering, dealing with trade controls

ment of improvement measures at all levels of the Siemens or-

and requirements for our suppliers. In addition, a pledge to

ganization. This will help establish compliance as an integral

comply with the ten principles of the UN Global Compact has

and permanent element on the Company’s management

been incorporated into the revised version of the Business

agenda.

Conduct Guidelines.

Also with a view to strengthening management’s compliance

The introduction of the compliance control system focusing on

responsibility, compliance has been an integral part of the bo-

the fight against corruption was completed in fiscal 2009. To

nus system for top executives since 2008. The variable com-

further improve the compliance program and adjust it to

pensation of senior management for fiscal 2009 also includes

guideline amendments, processes and new instruments, we

a compliance component which, as in fiscal 2008, is based on

have developed an extended Compliance Control Framework

the results of the worldwide employee compliance awareness

(CCF), also taking into account feedback from our employees

survey, in addition to other criteria.

resulting from the survey on compliance and from other
sources.

In June 2009, we conducted a second anonymous survey of
approximately 90,000 randomly selected employees world-

In fiscal 2008, we integrated a component for the assessment

wide to once again assess their awareness of compliance and

of corruption risks into our IT-based LoA (Limits of Authority)

integrity issues and receive critical feedback. The survey re-

process for approval of customer projects, in particular for

sponse rate, at 47 percent, was up from last year’s survey,

public-sector customers, and in fiscal 2009 we adjusted the

which shows that these issues continue to have high priority

process to accommodate the organizational changes within

among our employees. When analyzing this year’s survey, we

the Company. From the introduction of the process to the end

are able for the first time to determine and evaluate changes

of fiscal 2009, more than 45,000 participants completed a

year-on-year. As in the fiscal 2008, we will use this year’s sur-

web-based training program on the process. In fiscal 2009, we

vey results to identify specific opportunities for improvement.

also promoted the use of a tool to check the integrity of busi-

The management of the respective Company units will report

ness partners who act as intermediaries between Siemens and

on their implementation in compliance reviews.

final customers (Business Partner Compliance Due Diligence
Tool) by means of web-based and face-to-face training sessions. The tool was introduced at the end of July 2008.
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In fiscal 2009, two new processes helped us to further develop

have been personally trained in the relevant functions in face-

our compliance framework and improve its handling: We inte-

to-face training sessions. Employees new to these functions

grated the existing rules regarding gifts, gratuities and hospi-

have been included in both types of training.

tality into an IT-based process called the “Approve it” compliance help desk, which allows employees to personally check

The web-based training in anticorruption and fair competition

by means of a country-specific evaluation sheet whether ap-

laws, for example, was mandatory for all employees who had

proval is required or, in the event of complex issues, to request

signed a written commitment to abide by our Business Con-

a review by the relevant compliance officer. Donations, mem-

duct Guidelines. The training aimed at increasing our employ-

berships and sponsoring are now recorded, evaluated and ap-

ees’ awareness of compliance risks and providing them with a

proved Company-wide in accordance with clear and uniform

basic understanding of compliance requirements. These also

compliance criteria, using a new, likewise electronic process.

include important foreign laws and international agreements.

Detecting and remedying abuses

In September 2009, we started a new web-based training pro-

In fiscal 2009, a total of 565 (2008: 539) incidents and concerns

gram to familiarize employees with the revised Siemens Busi-

about possible improprieties were reported to the independent

ness Conduct Guidelines: discussion of compliance challenges

ombudsman and the “Tell us” compliance help desk, 439

and fictitious case studies are designed to increase under-

(2008: 338) of which justified an initial suspicion that was pur-

standing of the new guidelines. This training course is manda-

sued internally. Examinations by our Corporate Finance Audit

tory for key executives and other employees authorized to

unit produced additional findings.

sign. The program will be available in German, English and
14 other languages.

In the year under review, we handled a total of 784 (2008: 909)
compliance-related violations involving employees. The inves-

Since the second quarter of fiscal 2008, all employees working

tigations of concerns about possible misconduct not only as-

in so-called sensitive functions have been receiving hours of

sist in addressing abuses but also help us identify and analyze

classroom training. This training program is mandatory for

possible deficits. The implementation of the required improve-

employees who are authorized to negotiate contracts with

ment measures is reviewed upon the close of each investiga-

representatives or officials of governments, public authorities

tion.

and state-owned enterprises, or who might influence such negotiations. The key objective here is to provide employees with

Providing knowhow and experience

a working knowledge of international anticorruption laws and

In fiscal 2009, we completed the Company-wide special anti-

regulations and the related Siemens guidelines. Local laws

corruption training program for key executives and other em-

and regulations in the various Regions are also covered in this

ployees that had been started a year earlier. Since the begin-

training program. In 2009, we started refresher courses for

ning of the training program, around 140,000 employees have

employees whose training dates back more than one year.

completed online training, while around 79,000 employees
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In addition, we have intensified in-house training of compliance trainers and introduced so-called train-the-trainer courses

Commitment to collective action

with certification. At the end of fiscal 2009, we developed the

tions, is committed to combating crime. Working together

concept of advanced compliance officer training. This training

with international organizations and non-governmental orga-

is designed to equip experienced compliance officers with a

nizations (NGOs) assists us in our effort to continuously im-

deeper understanding of the expectations and requirements

prove our compliance program. In addition, Siemens has

of external stakeholders and to provide them with best-prac-

joined the collective action workgroup of the World Bank Insti-

tice examples and strategies for dealing with non-governmen-

tute (WBI). This workgroup helps ensure fair competition by

tal organizations (NGOs), international organizations and as-

eschewing corruption, thus contributing to enhanced eco-

sociations. The new training courses were successfully tested

nomic and social development. Our cooperation with the UN

as a pilot project in October 2009 and will be incorporated into

Global Compact and the Partnering Against Corruption Initia-

the compliance training program.

tive (PACI) of the World Economic Forum are other good exam-

Siemens, in cooperation with various international organiza-

ples of our activities in fiscal 2009. In June 2009, Siemens
Employees will receive assistance on specific questions from

joined the International Business Leaders Forum (IBLF), which

our “Ask us” help desk. For this purpose, we established a

focuses, among other things, on joint efforts to combat cor-

Company-wide network of experts to answer incoming inqui-

ruption.

ries. Since its launch in September 2007, the “Ask us” help desk
has received more than 8,000 compliance-related inquiries

Favorable reception of our efforts

from all parts of the Company. The evaluation of the inquiries

The effectiveness of our compliance measures has received

gives us valuable information on how to shape our training

approval and appreciation, both from within and from outside

courses and processes more effectively. With the “Improve it”

our Company. This is underscored by the Company’s top rating

compliance help desk that was newly introduced in the year

in 2009 of 100 percent in the Dow Jones Sustainability Index

under review, our employees can additionally help to improve

(DJSI) for “Codes of Conduct/Compliance,” reflecting a year-on-

the compliance program by adding their ideas and sugges-

year improvement (2008: 93 percent). As in the previous year,

tions. A number of employee suggestions made through the

we again received a rating of 100 percent for “Risk & Crisis Man-

“Improve it” help desk have already been implemented.

agement”. Following the changeover to the assessment category “Diversified Industrials,” Siemens was able to immediately
capture the No. 1 position. We consider the high rating of our
compliance activities as a confirmation of our efforts to date,
but above all as a commitment to the future.
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Compensation report
This section outlines the principles used for determining
the compensation of the Managing Board of Siemens AG
and sets out the level and structure of Managing Board remuneration. In addition, this section describes the policies
and levels of compensation paid to Supervisory Board
members.

bers of the Managing Board have undertaken voluntarily to
comply with these Guidelines. Under the Guidelines, the
members of the Managing Board are required to hold an interest in the Company over the entire period of their membership
on the Managing Board equal to a multiple of their base salary
(300 percent in the case of the President and CEO, 200 percent
in the case of Managing Board members) as an incentive for

This section is based on the recommendations of the German

long-term service. Evidence of required amounts held in

Corporate Governance Code and comprises data in accordance

Siemens shares must first be provided in March 2012 and

with the requirements of the German Commercial Code (HGB)

thereafter be renewed annually. For Managing Board members

and the International Financial Reporting Standards (IFRS).

who were appointed after October 1, 2008, this deadline period

The Compensation Report is an integral part of the Notes to

is extended by one year. In the event that the Siemens stock

Consolidated Financial Statements and thus part of the au-

price decreases, Managing Board members have an obligation

dited consolidated financial statements.

to acquire additional shares in order to reach the required
equivalent amount. As a consequence, over the long term, the

1. Managing Board remuneration

Managing Board members will participate in stock market

The German Act on the Appropriateness of Managing Board

gains as well as in stock market losses of Siemens stock.

Remuneration (VorstAG) that came into effect on August 5,
2009, established new requirements with regard to the deter-

Furthermore, since fiscal year 2009, members of the Manag-

mination of the amount of compensation to be paid to Manag-

ing Board may participate in the new Share Matching Plan,

ing Board members. The legislators’ aim is to implement incen-

which gives them yet another incentive for long-term invest-

tives through Managing Board remuneration that promote

ment in Siemens shares (for further details of the Plan see be-

sustainable and long-term oriented business development.

low “Other”).

This aim is in line with the principles which underlie the system of Managing Board compensation at Siemens. When de-

At its meetings on July 29 and September 23, 2009, the Super-

termining the remuneration, the provisions of the German

visory Board discussed the new legal framework, in particular

Stock Corporation Act (AktG) and the German Corporate Gov-

the alignment of Managing Board remuneration with sustain-

ernance Code are given due attention.

able management policies. The Bylaws for the Supervisory
Board and for the Chairman’s Committee of the Supervisory

Siemens reviews the remuneration system for its Managing

Board were amended to reflect the distribution of responsibili-

Board annually on the basis of external market comparisons.

ties between these bodies arising from the new legal regula-

At the same time, an assessment is made to determine

tions. As a result, the total remuneration of each individual

whether the system is consistent with market practice. Based

member of the Managing Board is determined by the Supervi-

on these comparisons, the stock-based compensation was

sory Board. In the same way, the Managing Board compensa-

gradually raised to market level in fiscal years 2006 through

tion system is adopted and regularly reviewed by the Supervi-

2008 (2006: €500,000; 2007: €750,000; 2008: €1,000,000).

sory Board. The Chairman’s Committee of the Supervisory
Board prepares the relevant resolutions of the Supervisory

In 2008, the Managing Board remuneration system was funda-

Board.

mentally redesigned and aligned with the aim of ensuring

28

long-term sustainability. The introduction of Share Owner-

In the opinion of experts, the present system of Managing

ship Guidelines applicable worldwide within the Siemens

Board compensation already takes account to a large extent of

group is an important element of the new system. The mem-

the objectives of the new legal framework. Nevertheless, the
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Supervisory Board will carefully monitor the further develop-

agement for 2009 shall be considered in the Supervisory

ment of the Managing Board compensation system at Siemens

Board’s decision on the discretionary adjustment of the pay-

in fiscal year 2010.

out amounts. The target parameters were predetermined in
November 2008 by the Chairman’s Committee of the Super-

In fiscal year 2009, the Managing Board remuneration had four

visory Board. The assessment of target attainment was made

components: (i) a fixed annual salary (base salary), (ii) a vari-

by the Supervisory Board in November 2009 in accordance

able bonus whose amount depends on the achievement of

with the new legal requirements.

predetermined targets, (iii) a stock-based compensation, and
(iv) a pension benefit contribution:

◾◾ Since fiscal year 2006, the long-term stock-based compensa-

tion component has consisted of Siemens Stock Awards. The
◾◾ The fixed compensation component is paid as a monthly sal-

applicable general conditions are basically the same for

ary (base salary). The last increase in the Managing Board’s

Managing Board members and senior executives. The

base salary occured as of April 1, 2006. Upon their appoint-

Siemens Stock Awards granted for fiscal year 2009 will be

ment, the base salary of current members of the Managing

settled after a waiting period. The waiting period ends in the

Board was fixed at the pre-April 2006 level and has not been

third year following the stock award commitment upon the

increased since. The base salary of President and CEO Peter

close of the second day after publication of the results of

Löscher was determined upon his appointment on July 1,

operation in the third calendar year after the date of the

2007, after consultation with an external remuneration ex-

commitment. In the event that extraordinary or unforeseen

pert and has also not been increased since.

circumstances arise (e.g. presence of a hostile takeover bid),
the Supervisory Board may restrict the stock-based compen-

◾◾ The

variable compensation component (bonus), whose tar-

sation components already granted.

get amount corresponds to approximately 100 percent of the
base salary, is accounted for on an annual basis. The bonus is

◾◾ Since

fiscal year 2005, members of the Managing Board may

curbed by a payout cap, i.e. the payout can vary between

participate in the Siemens Defined Contribution Benefit Plan

zero and 250 percent. In addition, the payout amount of the

(BSAV), the general conditions of which are uniformly appli-

bonus that is based on the level of target attainment may be

cable to all employees of Siemens AG in Germany. The for-

adjusted upward or downward by up to 20 percent at the

mer retirement benefit system was integrated into the BSAV

discretion of the Supervisory Board (discretionary adjust-

in October 2004. Under the BSAV, members of the Managing

ment). As a matter of principle, unique targets are defined

Board receive contributions that are credited to their per-

for the members of the Managing Board. The target parame-

sonal pension account and will be paid out when the pen-

ters are the same as for senior executives. Our corporate

sion event occurs. The amount of the annual contributions is

program from which the indicators ROCE, Free cash flow and

based on a predetermined percentage of the base salary and

Revenue growth were selected as appropriate parameters for

the target bonus. This percentage was set at 28 percent upon

Managing Board compensation serves as the basis for this.

introduction of the system in October 2004, after consulta-

At the same time, these indicators, which are important op-

tion with an external remuneration expert, and has not been

erational performance measures used by the Company, are

adjusted since. A portion of these contributions is used for

employed to set the targets for senior management. The val-

funding pension commitments earned prior to transfer to

ues for ROCE, Free cash flow and Revenue growth are also

the BSAV. Furthermore, special contributions may be

published as part of the Company’s external financial report-

granted on the basis of individual decisions. In the past, the

ing process. As in the previous year, it was determined ex

level of the contributions was determined by the Chairman’s

ante that target achievement in relation to the targets of rel-

Committee of the Supervisory Board, while the decision for

evance to the Compliance Program defined for senior man-

the fiscal year 2009 was made by the Supervisory Board.
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Managing Board contracts concluded in or after June 2007 pro-

at the start of the fiscal year. Company-wide target achieve-

vide for a compensatory payment on premature termination of

ment totaled 109.9 percent, with target parameters ROCE, Free

membership on the Managing Board without serious cause,

cash flow and Revenue growth contributing 35 percent, 30

the amount of which must not exceed the value of two years’

percent and 35 percent, respectively. After taking account of

compensation (severance payment cap).

special factors, the target achievement levels were as follows:

In the event of a change of control – i.e. if one or several share-

◾◾ 43.0

holders acting jointly or in concert acquire a majority of the

percent for target parameter ROCE (target value for 100

percent was 12.5 percent);

voting rights in Siemens AG and exercise a controlling influence, or if Siemens AG becomes a dependent enterprise as a
result of entering into an enterprise contract within the mean-

◾◾ 170.4 percent for target indicator Free cash flow (target value

for 100 percent was €3.4 billion);

ing of § 291 of the German Stock Corporation Act (AktG), or if
Siemens AG is to be merged into an existing corporation or

◾◾ 124.9

percent for Revenue growth (based on the actual

other entity – any member of the Managing Board has the

growth of GDP worldwide in fiscal year 2009, the target value

right to terminate his or her contract with the Company if such

for 100 percent was equivalent to minus 1.1 percent).

change of control results in a substantial change in position
(e.g. due to a change in corporate strategy or a change in the

The target values for 100 percent were derived from the perfor-

Managing Board member’s duties and responsibilities). If this

mance targets of the “Fit42010” program, which is described in

right of termination is exercised, the Managing Board member

more detail on page 56 ff.

is entitled to receive a severance payment equal to the base
salary and target bonus applicable at the time of contract ter-

It was additionally agreed with the members of the Manag-

mination for the remaining contractual term of office, but at

ing Board at the beginning of the fiscal year that the achieve-

least for a period of three years. In addition, non-monetary

ment of targets of relevance to the Compliance Program

benefits are settled by a cash payment equal to five percent of

should have priority when determining the bonus payout

the severance payment. The stock-based compensation com-

amounts. Based on this agreement, the Supervisory Board

ponents for which a firm commitment exists will remain unaf-

raised the payout amounts of the bonus payments by 15 per-

fected. Stock options may, alternatively, also be exercised at

cent, resulting in a Company-wide degree of target achieve-

the time of employment contract termination. No severance

ment of 126.4 percent to be used as the basis for calculating

payments are made if the Managing Board member receives

the bonus payout amounts. In the case of Managing Board

benefits from third parties in connection with a change of con-

members who also head a Sector as CEO, the attainment of

trol. A right of termination does not exist if the change of con-

Sector-specific targets was additionally taken into account.

trol occurs within a period of twelve (12) months prior to a

30

Managing Board member’s retirement. All Managing Board

For fiscal year 2009, the aggregate cash compensation

contracts concluded in or after June 2008 provide that sever-

amounted to €18.0 million (2008: €25.9 million) and total

ance payments resulting from a change of control are limited

compensation amounted to €27.3 million (2008: €36.4 mil-

to 150 percent of the severance payment cap as recommended

lion), representing a decrease of 24.93 percent in total com-

by the German Corporate Governance Code.

pensation.

By resolution dated November 10, 2009, the Supervisory Board

The following compensation was determined for the members

determined the values of stock awards and the bonus awards

of the Managing Board for fiscal year 2009 (individualized dis-

to be granted, after assessing the attainment of the targets set

closure):
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Cash compensation
(Amounts in € 1 )

Fair value of
stock-based compensation 2

Total

2009

2008

2009

2008

2009

2008

9,838,812

Managing Board members serving
as of September 30, 2009
Peter Löscher

4,618,982

7,338,777

2,500,050

2,500,035

7,119,032

Wolfgang Dehen 3

2,098,621

1,674,702

1,000,056

1,000,022

3,098,677

2,674,724

Dr. Heinrich Hiesinger

1,611,299

2,176,043

1,000,056

1,000,022

2,611,355

3,176,065
3,463,954

Joe Kaeser

1,832,079

2,463,932

1,000,056

1,000,022

2,832,135

Barbara Kux 4

1,749,323

–

875,011

–

2,624,334

–

Prof. Dr. Hermann Requardt

1,793,977

2,466,040

1,000,056

1,000,022

2,794,033

3,466,062

Prof. Dr. Siegfried Russwurm 3

1,809,605

1,770,839 10

1,000,056

1,000,022

2,809,661

2,770,861 10

Peter Y. Solmssen

1,840,566

4,015,310

1,000,056

1,000,022

2,840,622

5,015,332

Rudi Lamprecht 5

–

242,232

–

–

–

242,232

Eduardo Montes 5, 6

–

212,258

–

–

–

212,258

Dr. Jürgen Radomski 5, 7

–

736,581

–

–

–

584,921

813,719 10

–

1,000,022

584,921

1,813,741 10

Prof. Dr. Erich R. Reinhardt 6, 9

–

1,304,184 10

–

1,000,022 11

–

2,304,206 10

Dr. Uriel J. Sharef

–

243,783

–

–

–

243,783

–

425,854

–

–

–

425,854

17,939,373

25,884,254

9,375,397

10,500,211

27,314,770

36,384,465

Former Managing Board members

Jim Reid-Anderson 8
5

Prof. Dr. Klaus Wucherer 5
Total

736,581

1
2
3
4
5
6
7

The fair values of the stock-based compensation relate to stock awards granted in November 2009 and 2008 for ﬁscal years 2009 and 2008, respectively.
The fair values of entitlements to matching shares under the Share Matching Plan are not included hereunder; for details see below “Other.”
Wolfgang Dehen and Prof. Dr. Siegfried Russwurm were elected full members of the Managing Board effective January 1, 2008.
Barbara Kux was elected a full member of the Managing Board effective November 17, 2008.
Rudi Lamprecht, Eduardo Montes, Dr. Jürgen Radomski, Dr. Uriel J. Sharef and Prof. Dr. Klaus Wucherer resigned from the Managing Board effective December 31, 2007.
Deputy members of the Managing Board until December 31, 2007.
On November 12, 2008, the Chairman’s Committee of the Supervisory Board resolved, in view of the damage claims asserted against former Managing Board members, to exercise a
right of lien or retention on the payment of annual and long-term bonuses to Dr. Jürgen Radomski.
8 Jim Reid-Anderson was elected a full member of the Managing Board effective May 1, 2008 and resigned from the Managing Board effective November 30, 2008.
9 Prof. Dr. Erich R. Reinhardt was elected a full member of the Managing Board effective January 1, 2008 and resigned from the Managing Board effective April 30, 2008.
10 Against the backdrop of an ROCE revision for Siemens worldwide, the Chairman‘s Committee of the Supervisory Board decided to retroactively make a minor adjustment to the variable
compensation components of Jim Reid-Anderson, Prof. Dr. Siegfried Russwurm and Prof. Dr. Erich R. Reinhardt. The relevant prior year‘s amounts in the above table reﬂect this
adjustment and therefore differ slightly from the amounts stated in the Compensation Report 2008.
11 15,494 stock awards with a fair value of €583,349 were granted to Prof. Dr. Erich R. Reinhardt in his capacity as member of the Managing Board; 11,067 stock awards with a fair value of
€416,673 were granted to him pursuant to the service agreement in place as of the date of his mutually agreed-upon early resignation from the Managing Board.
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Jim Reid-Anderson resigned as a member of the Managing

compete agreement was signed with Mr. Reid-Anderson that is

Board on November 30, 2008 for personal reasons and left the

effective for a period of 16 months beginning on December 1,

Company. His entitlement to contractual remuneration as a

2008. As compensation for this, Mr. Reid-Anderson will be paid a

Managing Board member was met until November 30, 2008. Mr.

total amount of U.S.$2,769,995. Of this total, he received

Reid-Anderson will serve the Company in a consulting capacity

U.S.$1,846,667 as a one-time payment in December 2008; the

until March 31, 2010. In this capacity, he is supporting the

rest will be paid in monthly installments of U.S.$57,708 each.

Healthcare Sector in the U.S., in particular with the integration
of the diagnostics business. The monthly consulting fee

The following table presents the individualized details of cash

amounts to U.S.$37,500. In addition, a post-contractual non-

compensation:

Cash compensation

(Amounts in € )

Salary

Bonus

Annual
bonus

Long-term
bonus

Other 1

Total

2009

2008

2009

2008

2008

2009

2008

2009

2008

Managing Board members
serving as of September 30, 2009
1,980,000

1,980,000

2,552,512

1,972,530

2,085,473

86,470

1,300,774

4,618,982

7,338,777

Wolfgang Dehen 2

780,000

585,000

1,268,717

581,357

460,442

49,904

47,903

2,098,621

1,674,702

Dr. Heinrich Hiesinger

780,000

780,000

795,549

675,521

676,699

35,750

43,823

1,611,299

2,176,043

Joe Kaeser

780,000

780,000

985,624

761,670

854,995

66,455

67,267

1,832,079

2,463,932

Barbara Kux 3

680,333

–

862,421

–

–

206,569

–

1,749,323

–

Prof. Dr. Hermann Requardt

780,000

780,000

953,646

761,670

862,325

60,331

62,045

1,793,977

2,466,040

Peter Löscher

Prof. Dr. Siegfried Russwurm 2

780,000

585,000

985,624

571,253

583,630 9

43,981

30,956

1,809,605

1,770,839 9

Peter Y. Solmssen

780,000

780,000

985,624

761,670

761,670

74,942

1,711,970

1,840,566

4,015,310

Rudi Lamprecht 4

–

234,000

–

–

–

–

8,232

–

242,232

Eduardo Montes 4, 5

–

195,000

–

–

–

–

17,258

–

212,258

Dr. Jürgen Radomski 4, 6

–

234,000

–

228,501

266,683

–

7,397

–

736,581

130,000

325,000

193,994

260,927

3,735

584,921

813,719 9

Former
Managing Board members

Jim Reid-Anderson 7

242,492 9
503,740

–

455,000

–

324,389

–

21,055

–

1,304,184 9

–

234,000

–

–

–

–

9,783

–

243,783

Prof. Dr. Klaus Wucherer 4

–

234,000

–

–

–

–

191,854

–

425,854

7,470,333

8,181,000

9,583,711

6,881,053

7,298,149

885,329

3,524,052

17,939,373

25,884,254

Total
1
2
3
4
5
6
7
8
9
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242,492 9

Dr. Uriel J. Sharef 4

Prof. Dr. Erich R. Reinhardt

5, 8

9

9

Other compensation includes non-cash beneﬁts arising, for example, from the provision of company cars in the amount of €184,643 (2008: €212,395), subsidized insurance in the amount of €60,657 (2008:
€65,978), and reimbursement of legal and/or tax advice fees, accommodation and moving expenses in the amount of €640,029 (2008: €3,245,679).
Wolfgang Dehen and Prof. Dr. Siegfried Russwurm were elected full members of the Managing Board effective January 1, 2008.
Barbara Kux was elected a full member of the Managing Board effective November 17, 2008.
Rudi Lamprecht, Eduardo Montes, Dr. Jürgen Radomski, Dr. Uriel J. Sharef and Prof. Dr. Klaus Wucherer resigned from the Managing Board effective December 31, 2007.
Deputy members of the Managing Board until December 31, 2007.
On November 12, 2008, the Chairman’s Committee of the Supervisory Board resolved, in view of the damage claims asserted against former Managing Board members, to exercise a right of lien or retention on
the payment of annual and long-term bonuses to Dr. Jürgen Radomski.
Jim Reid-Anderson was elected a full member of the Managing Board effective May 1, 2008 and resigned from the Managing Board effective November 30, 2008.
Prof. Dr. Erich R. Reinhardt was elected a full member of the Managing Board effective January 1, 2008 and resigned from the Managing Board effective April 30, 2008.
Against the backdrop of an ROCE revision for Siemens worldwide, the Chairman’s Committee of the Supervisory Board decided to retroactively make a minor adjustment to the variable compensation
components of Jim Reid-Anderson, Prof. Dr. Siegfried Russwurm and Prof. Dr. Erich R. Reinhardt. The relevant prior year’s amounts in the above table reﬂect this adjustment and therefore differ slightly from the
amounts stated in the Compensation Report 2008.
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To compensate her for the stock-based payment forfeited as a

Both the number of units and the values of the stock-based

result of her change from Royal Philips Electronics, The Neth-

compensation component are shown in the following table.

erlands, to Siemens AG, Barbara Kux was promised a total

The stock awards were recorded at the closing price of the

amount of €340,000. It was agreed with Mrs. Kux that the

Siemens stock in Xetra trading on the date of commitment less

Company will add this amount to her Siemens Defined Contri-

the present value of dividends expected during the waiting

bution Benefit Plan (BSAV) in January 2010.

period, because stock award holders are not entitled to receive
dividends. The resulting value amounted to €60.79 (2008:
€37.65).

Accordingly, stock-based compensation was as follows:
Stock-based compensation 1
Number of units
Stock awards 3
(Amounts in number of units or € 2 )

2009

2008

Fair value
Stock awards 3
2009

2008

Managing Board members serving as of September 30, 2009
Peter Löscher

41,126

66,402

2,500,050

2,500,035

Wolfgang Dehen 4

16,451

26,561

1,000,056

1,000,022

Dr. Heinrich Hiesinger

16,451

26,561

1,000,056

1,000,022

Joe Kaeser

16,451

26,561

1,000,056

1,000,022

Barbara Kux 5

14,394

–

875,011

–

Prof. Dr. Hermann Requardt

16,451

26,561

1,000,056

1,000,022

Prof. Dr. Siegfried Russwurm 4

16,451

26,561

1,000,056

1,000,022

Peter Y. Solmssen

16,451

26,561

1,000,056

1,000,022

Former Managing Board members
Jim Reid-Anderson 6

–

26,561

–

1,000,022

Prof. Dr. Erich R. Reinhardt 7

–

26,561 8

–

1,000,022 8

Total

154,226

278,890

9,375,397

10,500,211

1 The fair values of entitlements to matching shares under the Share Matching Plan are not included hereunder; for details see “Other” below.
2 The fair value of the stock-based compensation relates to stock awards granted in November 2009 and 2008 for ﬁscal years 2009 and 2008, respectively.
3 The stock awards will be settled after a waiting period. The waiting period ends in the third year following the stock award commitment upon the close of the second day after publication
of the results of operation in the third calendar year after the date of the commitment. Under the stock award agreement, the eligible recipients will receive a corresponding number of
Siemens shares without additional payment.
4 Wolfgang Dehen and Prof. Dr. Siegfried Russwurm were elected full members of the Managing Board effective January 1, 2008.
5 Barbara Kux was elected a full member of the Managing Board effective November 17, 2008.
6 Jim Reid-Anderson was elected a full member of the Managing Board effective May 1, 2008 and resigned from the Managing Board effective November 30, 2008. The stock awards
granted to him were forfeited upon his early resignation from the Managing Board.
7 Prof. Dr. Erich R. Reinhardt was a deputy member of the Managing Board until December 31, 2007. He was elected a full member of the Managing Board effective January 1, 2008 and
resigned from the Managing Board effective April 30, 2008.
8 15,494 stock awards with a fair value of €583,349 were granted to Prof. Dr. Erich R. Reinhardt in his capacity as member of the Managing Board; 11,067 stock awards with a fair value of
€416,673 were granted to him pursuant to the service agreement in place as of the date of his mutually agreed-upon early resignation from the Managing Board.
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The following tables contain information concerning the stock

conditions of the 1999 and 2001 Siemens Stock Option Plans

awards and stock options held by members of the Managing

approved by the Annual Shareholders’ Meetings on February

Board that were components of the stock-based compensation

18, 1999 and February 22, 2001 (for details on the Siemens

in fiscal year 2009 and prior years. The stock options were is-

Stock Option Plans see Note 34 of the “Notes to Consolidated

sued for fiscal years 1999 through 2005 under the terms and

Financial Statements”).

Stock awards
Balance at beginning
of ﬁscal year 2009

Granted during
ﬁscal year

Vested during
ﬁscal year

Forfeited during
ﬁscal year

Balance at end of
ﬁscal year 2009 1

Awards

Weighted
average fair
value at
grant date

Awards

Weighted
average fair
value at
grant date

Weighted
average fair
value at
grant date

Awards

Weighted
average fair
value at
grant date

Awards

Weighted
average fair
value at
grant date

10,211

97.94

66,402

37.65

–

–

–

–

76,613

45.69

5,233

62.15

26,561

37.65

1,190

55.63

–

–

30,604

41.14

Dr. Heinrich Hiesinger

12,081

85.06

26,561

37.65

978

55.63

–

–

37,664

52.39

Joe Kaeser

13,875

82.95

26,561

37.65

850

55.63

–

–

39,586

53.14

–

–

–

–

–

–

–

–

–

–

12,857

83.77

26,561

37.65

935

55.63

–

–

38,483

52.62

3,362

75.75

26,561

37.65

383

55.63

–

–

29,540

41.75

–

–

26,561

37.65

–

–

–

–

26,561

37.65

(Amounts in number of units or €)

Awards

Managing Board
members serving as of
September 30, 2009
Peter Löscher
Wolfgang Dehen 2

Barbara Kux 3
Prof. Dr. Hermann Requardt
Prof. Dr. Siegfried Russwurm 2
Peter Y. Solmssen
Former
Managing Board members
Jim Reid-Anderson 4
Total
1
2
3
4

–

–

26,561

37.65

–

–

26,561

37.65

–

–

57,619

83.92

252,329

37.65

4,336

55.63

26,561

37.65

279,051

46.93

Amounts do not include stock awards granted in November 2009 for ﬁscal year 2009. For details see page 33. However, these amounts may include stock awards received as compensation
by the Managing Board member before appointment to the Managing Board.
Wolfgang Dehen and Prof. Dr. Siegfried Russwurm were elected full members of the Managing Board effective January 1, 2008.
Barbara Kux was elected a full member of the Managing Board effective November 17, 2008.
Jim Reid-Anderson was elected a full member of the Managing Board effective May 1, 2008 and resigned from the Managing Board effective November 30, 2008.

B20T031_E
34

SAGT031

6 Reports Supervisory Board /
Managing Board

16 Corporate Governance

44 Management’s discussion and analysis

16 Corporate Governance report

24 Compliance report

28 Compensation report (part of Notes
to Consolidated Financial Statements)

122 Consolidated Financial Statements

Stock options
Balance at beginning of
ﬁscal year 2009

Granted during
ﬁscal year

Exercised during
ﬁscal year

Forfeited during
ﬁscal year

Balance at end of
ﬁscal year 2009 1

Number of
options

Weighted
average
exercise price

Number of
options

Weighted
average
exercise price

Number of
options

Weighted
average
exercise price

Number of
options

Weighted
average
exercise price

Number of
options

Weighted
average
exercise price

Peter Löscher

–

–

–

–

–

–

–

–

–

–

Wolfgang Dehen 2

–

–

–

–

–

–

–

–

–

–

Dr. Heinrich Hiesinger

23,755

73.56

–

–

–

–

–

–

23,755

73.56

Joe Kaeser

32,850

73.50

–

–

–

–

11,000

73.25

21,850

73.62

–

–

–

–

–

–

–

–

–

–

27,480

73.74

–

–

–

–

–

–

27,480

73.74

Prof. Dr. Siegfried Russwurm 2

–

–

–

–

–

–

–

–

–

–

Peter Y. Solmssen

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

84,085

73.60

–

–

–

–

11,000

73.25

73,085

73.65

(Amounts in number of units or €)

Managing Board
members serving as of
September 30, 2009

Barbara Kux 3
Prof. Dr. Hermann Requardt

Former
Managing Board members
Jim Reid-Anderson 4
Total
1
2
3
4

Amounts may include stock options received as compensation by the Managing Board member before appointment to the Managing Board.
Wolfgang Dehen and Prof. Dr. Siegfried Russwurm were elected full members of the Managing Board effective January 1, 2008.
Barbara Kux was elected a full member of the Managing Board effective November 17, 2008.
Jim Reid-Anderson was elected a full member of the Managing Board effective May 1, 2008 and resigned from the Managing Board effective November 30, 2008.
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Stock options
Options outstanding at
September 30, 2009

Options exercisable at
September 30, 2009

Exercise price

Number of options
outstanding

Weighted average
remaining life
(in years)

Number of options
exercisable

Weighted average
remaining life
(in years)

Peter Löscher

–

–

–

–

–

Wolfgang Dehen 1

–

–

–

–

–

72.54

11,910

0.1

11,910

0.1

(Amounts in number of units or in €)

Managing Board members serving
as of September 30, 2009

Dr. Heinrich Hiesinger
Dr. Heinrich Hiesinger

74.59

11,845

1.2

11,845

1.2

Joe Kaeser

72.54

10,355

0.1

10,355

0.1

Joe Kaeser

74.59

11,495

1.2

11,495

1.2

–

–

–

–

–

Prof. Dr. Hermann Requardt

72.54

11,390

0.1

11,390

0.1

Prof. Dr. Hermann Requardt

1.2

Barbara Kux 2

74.59

16,090

1.2

16,090

Prof. Dr. Siegfried Russwurm 1

–

–

–

–

–

Peter Y. Solmssen

–

–

–

–

–

–

–

–

–

–

73.65

73,085

Former Managing Board members
Jim Reid-Anderson 3
Total
1
2
3

73,085

Wolfgang Dehen and Prof. Dr. Siegfried Russwurm were elected full members of the Managing Board effective January 1, 2008.
Barbara Kux was elected a full member of the Managing Board effective November 17, 2008.
Jim Reid-Anderson was elected a full member of the Managing Board effective May 1, 2008 and resigned from the Managing Board effective November 30, 2008.

Stock options exercised in fiscal year 2009
Number of options
(Amounts in number of units or in €)

Weighted average market
price on date of exercise

Managing Board members serving as of September 30, 2009
Peter Löscher

–

–

Wolfgang Dehen 1

–

–

Dr. Heinrich Hiesinger

–

–

Joe Kaeser

–

–

Barbara Kux 2

–

–

Prof. Dr. Hermann Requardt

–

–

Prof. Dr. Siegfried Russwurm 1

–

–

Peter Y. Solmssen

–

–

Former Managing Board members
Jim Reid-Anderson 3

B20T033_E

Total
1
2
3
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–

–

–

–

Wolfgang Dehen and Prof. Dr. Siegfried Russwurm were elected full members of the Managing Board effective January 1, 2008.
Barbara Kux was elected a full member of the Managing Board effective November 17, 2008.
Jim Reid-Anderson was elected a full member of the Managing Board effective May 1, 2008 and resigned from the Managing Board effective November 30, 2008.
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Individualized expense from stock-based compensation and under the Share Matching Plan
(Amounts in €)

Fiscal year 2009

Fiscal year 2008

1,097,255

305,576

Managing Board members serving as of September 30, 2009
Peter Löscher
Wolfgang Dehen 1

463,803

84,238

Dr. Heinrich Hiesinger

696,222

300,575

Joe Kaeser

730,740

331,341

–

–

Prof. Dr. Hermann Requardt

697,302

313,658

Prof. Dr. Siegfried Russwurm 1

483,864

71,402

Peter Y. Solmssen

440,007

–

Rudi Lamprecht 3

–

2,240,924

Eduardo Montes 3, 4

–

636,506

Dr. Jürgen Radomski 3

–

689,569

Jim Reid-Anderson 5

–

–

633,652

328,358

Dr. Uriel J. Sharef 3

–

3,673,386

Prof. Dr. Klaus Wucherer 3

–

3,053,623

5,242,845

12,029,155

Barbara Kux 2

Former Managing Board members

Prof. Dr. Erich R. Reinhardt 4, 6

Total
1
2
3
4
5
6

Wolfgang Dehen and Prof. Dr. Siegfried Russwurm were elected full members of the Managing Board effective January 1, 2008.
Barbara Kux was elected a full member of the Managing Board effective November 17, 2008.
Rudi Lamprecht, Eduardo Montes, Dr. Jürgen Radomski, Dr. Uriel J. Sharef and Prof. Dr. Klaus Wucherer resigned from the Managing Board effective December 31, 2007.
Deputy members of the Managing Board until December 31, 2007.
Jim Reid-Anderson was elected a full member of the Managing Board effective May 1, 2008 and resigned from the Managing Board effective November 30, 2008.
Prof. Dr. Erich R. Reinhardt was elected a full member of the Managing Board effective January 1, 2008 and resigned from the Managing Board effective April 30, 2008.

Pension benefit commitments. The amount of the contributions to the Siemens Defined Contribution Benefit Plan (BSAV)
is determined annually by the Supervisory Board. The contributions under the BSAV are added to the personal pension account each January following the close of the fiscal year, with
value date on January 1. Until the beneficiary ’s time of retirement, the pension account is credited on January 1 each year
with an annual interest payment (guaranteed interest).

The following table shows, among other things, individualized
details of the contributions (additions) under the BSAV attributable to the members of the Managing Board for fiscal year
2009.

For fiscal year 2009, the members of the Managing Board were
granted contributions under the BSAV totaling €4.5 million
(2008: €15.1 million), based on a resolution of the Supervisory
Board dated November 10, 2009. Of this amount, €0.1 million
(2008: €0.2 million) relates to funding of pension commitments earned prior to transfer to the BSAV and the remaining
€4.4 million (2008: €14.9 million) to contributions granted under the BSAV.
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Defined Contribution Benefit Plan (BSAV)
Balance of BSAV account
at September 30,
(Amounts in €)

2008 1

2009 1

Total contributions
for ﬁscal
2009

2008

Of which, funding of pension
commitments earned prior to
transfer to BSAV
2009

Of which, contributions
to BSAV account

2008

2009

2008

Managing Board members
serving as of September 30, 2009
10,097,550

8,780,000 8

1,120,000

1,120,000

–

–

1,120,000

1,120,000

768,349

357,173

436,800

436,800

33,660

33,660

403,140

403,140

Dr. Heinrich Hiesinger

1,078,039

657,760

436,800

436,800

31,322

31,322

405,478

405,478

Joe Kaeser

1,403,805

969,292

436,800

436,800

24,097

24,097

412,703

412,703

–
–

–
–

–
–

–
–

–
–

400,400
340,000

–
–

Peter Löscher
Wolfgang Dehen 2

Barbara Kux 3
Prof. Dr. Hermann Requardt
Prof. Dr. Siegfried Russwurm 2
Peter Y. Solmssen

400,400
340,000 10

1,346,321

916,710

436,800

436,800

27,816

27,816

408,984

408,984

628,295

199,751

436,800

436,800

12,750

12,750

424,050

424,050

10,954,800
–

–
–

436,800
–

–
–

–
–

436,800
–

436,800
10,518,000

–

436,800
10,518,000 11

Former Managing Board members
Dr. Klaus Kleinfeld 4

1,810,342

1,770,506

–

–

–

–

–

Prof. Johannes Feldmayer 4

1,105,853

1,081,518

–

–

–

–

–

–

Rudi Lamprecht 4

1,571,990

1,134,849

–

131,040

–

28,138

–

102,902

877,296

503,541

–

109,200

–

18,593

–

90,607

–

–

–

182,000 12

–

–

–

182,000 12
222,775

Eduardo Montes 4, 5
Jim Reid-Anderson 6
Prof. Dr. Erich R. Reinhardt 5

1,273,366

918,535

–

222,775

–

–

–

Dr. Uriel J. Sharef 4

1,446,830 7

1,058,960 9

–

92,500

–

–

–

92,500

Prof. Dr. Klaus Wucherer 4

1,545,287

1,058,960

–

92,500

–

–

–

92,500

35,908,123

19,407,555

4,481,200

15,088,815

129,645

176,376

4,351,555

14,912,439

Total
11
12
13
14
15
16
17
18
19
10
11
12

In each case, including the additions in January 2009, but without reﬂecting minimum interest of currently 2.25 percent accrued in the meantime.
Wolfgang Dehen and Prof. Dr. Siegfried Russwurm were elected full members of the Managing Board effective January 1, 2008.
Barbara Kux was elected a full member of the Managing Board effective November 17, 2008.
Dr. Klaus Kleinfeld resigned from the Managing Board effective June 30, 2007; Prof. Johannes Feldmayer resigned from the Managing Board effective September 30, 2007; and Rudi Lamprecht, Eduardo Montes,
Dr. Uriel J. Sharef and Prof. Dr. Klaus Wucherer resigned from the Managing Board effective December 31, 2007.
Deputy members of the Managing Board until December 31, 2007.
Jim Reid-Anderson was elected a full member of the Managing Board effective May 1, 2008 and resigned from the Managing Board effective November 30, 2008.
Close of account as of September 30, 2008 due to retirement.
Special additions of €8.5 million in January 2008.
Corrected value compared to ﬁgure stated in Compensation Report 2008.
Special additions as of January 2010; for details see above (page 33).
Special additions of €10,518,000 in January 2009.
Amount was paid out due to resignation from the Managing Board on December 31, 2008.

The defined benefit obligation (DBO) of all pension commit-

Former members of the Managing Board and their surviving

ments to members of the Managing Board as of September 30,

dependents received emoluments within the meaning of § 314

2009 amounted to €33.9 million (2008: €27.6 million), which

(1), no. 6 b of the HGB totaling €16.1 million (2008: €22.7 mil-

amount is included in Note 24 of the “Notes to Consolidated Fi-

lion) for the year ended September 30, 2009 and 16,451 stock

nancial Statements.”

awards with a total fair value of €1.0 million.
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The defined benefit obligation (DBO) of all pension commit-

nual gross bonus payable to them in Siemens shares. After ex-

ments to former members of the Managing Board and their

piration of a three-year holding period, each plan participant

surviving dependents as of September 30, 2009 amounted to

will receive one free matching share of Siemens stock for every

€159.5 million (2008: €146.0 million), which amount is in-

three Siemens shares acquired and continuously held under

cluded in Note 24 of the “Notes to Consolidated Financial State-

the plan. Furthermore, the members of the Managing Board

ments.”

are entitled to participate in the Company ’s new Base Share
Program that has replaced the former Employee Share Pur-

Other. No loans from the Company are provided to members of
the Managing Board.

chase Program. The shares acquired under the Base Share Program may also participate in the Share Matching Plan; in this
case, they are eligible to receive matching shares under the

Since fiscal year 2009, members of the Managing Board may

terms and conditions applicable to the Share Matching Plan.

participate in the new Share Matching Plan, which is available
to approximately 70 percent of the employees in fiscal year

The following table shows individualized details of the match-

2010. Managing Board members participating in the Share

ing share entitlements acquired by the members of the Man-

Matching Plan are entitled to invest up to 50 percent of the an-

aging Board in fiscal year 2009 and the applicable fair values.

Share Matching Plan

(Amounts in number of units or in € )
1

Number of units

Fair value 3

Matching share entitlements
under the Share Matching Plan 2

Matching share entitlements
under the Share Matching Plan 2

2009

2008

2009

2008

–

Managing Board members serving as of September 30, 2009
–

–

–

Wolfgang Dehen 4

4,140

–

88,808

–

Dr. Heinrich Hiesinger

3,762

–

80,741

–

Joe Kaeser

3,855

–

82,726

–

–

–

–

–

3,228

–

69,346

–

Peter Löscher

Barbara Kux 5
Prof. Dr. Hermann Requardt
Prof. Dr. Siegfried Russwurm 4

4,926

–

105,581

–

Peter Y. Solmssen

6,051

–

129,588

–

Former Managing Board members
Jim Reid-Anderson 6
Total
1
2
3
4
5
6

–

–

–

–

25,962

–

556,790

–

Amounts refer to entitlements to matching shares acquired in December 2008.
After expiration of a three-year holding period, each participant in the Matching Share Plan is entitled to receive one free matching share of Siemens stock for every three Siemens
shares acquired and continuously held under the plan.
The fair values take into consideration that the shares under the Share Matching Plan were acquired at their lowest stock market price on November 14, 2008 and that a company
bonus was granted under the Base Share Program.
Wolfgang Dehen and Prof. Dr. Siegfried Russwurm were elected full members of the Managing Board effective January 1, 2008.
Barbara Kux was elected a full member of the Managing Board effective November 17, 2008.
Jim Reid-Anderson was elected a full member of the Managing Board effective May 1, 2008 and resigned from the Managing Board effective November 30, 2008.
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Matching share entitlements under the Share Matching Plan
Balance at beginning of
ﬁscal year 2009

Entitlements
to matching
shares

Weighted
average fair
value at
date of
acquisition

Peter Löscher

–

–

Wolfgang Dehen 2

–

–

Dr. Heinrich Hiesinger

–

–

Joe Kaeser

–

–

Barbara Kux 3

–

Prof. Dr. Hermann Requardt

Acquired
during ﬁscal year

Vested
during ﬁscal year

Forfeited
during ﬁscal year

Balance at end
of ﬁscal year 2009 1

Weighted
average fair
value at
date of
acquisition

Entitlements
to matching
shares

Weighted
average fair
value at
date of
acquisition

Entitlements
to matching
shares

Weighted
average fair
value at
date of
acquisition

–

–

–

–

–

–

–

–

4,140

21.34

–

–

–

–

4,140

21.34

3,762

21.34

–

–

–

–

3,762

21.34

3,855

21.34

–

–

–

–

3,855

21.34

–

–

–

–

–

–

–

–

–

–

–

3,228

21.34

–

–

–

–

3,228

21.34

Prof. Dr. Siegfried Russwurm 2

–

–

4,926

21.34

–

–

–

–

4,926

21.34

Peter Y. Solmssen

–

–

6,051

21.34

–

–

–

–

6,051

21.34

Jim Reid-Anderson 4

–

–

–

–

–

–

–

–

–

–

Total

–

–

25,962

21.34

–

–

–

–

25,962

21.34

(Amounts in number of units or in €)

Entitlements
to matching
shares

Entitlements
to matching
shares

Weighted
average fair
value at
date of
acquisition

Managing Board
members serving as of
September 30, 2009

Former
Managing Board members

1
2
3
4

Amounts do not include entitlements to matching shares acquired in December 2009.
Wolfgang Dehen and Prof. Dr. Siegfried Russwurm were elected full members of the Managing Board effective January 1, 2008.
Barbara Kux was elected a full member of the Managing Board effective November 17, 2008.
Jim Reid-Anderson was elected a full member of the Managing Board effective May 1, 2008 and resigned from the Managing Board effective November 30, 2008.
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2. Supervisory Board remuneration

Under this concept, each Supervisory Board member receives

The remuneration of the members of the Supervisory Board

fixed compensation of €50,000 annually as well as short-term

was determined at the Annual Shareholders’ Meeting through

variable compensation of €150 for each €0.01 by which earn-

shareholder approval of a proposal by the Managing and Su-

ings per share as disclosed in the Consolidated Financial State-

pervisory Boards. Details of the remuneration are set forth in

ments exceeds a minimum amount of €1.00; this minimum

the Articles of Association of Siemens AG.

amount is increased annually by 10 percent, beginning with
the fiscal year starting on October 1, 2009. In addition, long-

The remuneration of the members of the Supervisory Board is

term compensation of €250 for each €0.01 by which the aver-

commensurate with compensation paid by companies of com-

age earnings per share over the last three completed fiscal

parable size and reflects the responsibilities and scope of work

years as disclosed in the Consolidated Financial Statements

of the Supervisory Board members as well as the Company ’s

exceeds the amount of €2.00; this minimum amount is in-

economic situation and performance. The Chairman, the

creased annually by 10 percent, beginning with the fiscal year

Deputy Chairmen, as well as the Chairman and the members

starting on October 1, 2009. The determination of the Supervi-

of the Audit Committee, the Chairman’s Committee of the

sory Board remuneration is based on basic earnings per share

Supervisory Board, and − to a lesser degree − the Compliance

(basic EPS) from continuing operations as disclosed in the

Committee and the Finance and Investment Committee, re-

Consolidated Financial Statements prepared in accordance

ceive additional compensation.

with the accounting principles to be applied in each case.

The current remuneration policies for the Supervisory Board
were authorized at the Annual Shareholders’ Meeting of January 27, 2009. Details are set out in § 17 of the Articles of Association of Siemens AG.
As a result, the remuneration of Supervisory Board members
for fiscal year 2009 includes three components:
◾◾ a fixed compensation component,
◾◾ a

short-term compensation component based on earnings

per share, and
◾◾ a

long-term compensation component based on earnings

per share.
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2009
Fixed
compensation
(Amounts in €)

Short-term
variable
compensation

Long-term
variable
compensation

2008

Total

Fixed
compensation

Short-term
variable
compensation

Long-term
variable
compensation

Total

Supervisory Board
members serving as of
September 30, 2009
200,000

96,000

88,000

384,000

125,000

184,875

–

309,875

Berthold Huber 1, 2

78,125

37,500

34,375

150,000

50,000

73,950

–

123,950

Dr. Josef Ackermann 1

83,333

40,000

36,667

160,000

75,000

110,925

–

185,925

Lothar Adler 1, 2

90,625

43,500

39,875

174,000

50,000

73,950

–

123,950

Jean-Louis Beffa 1, 3

53,906

25,875

23,719

103,500

37,500

55,463

–

92,963

Gerd von Brandenstein 3

62,500

30,000

27,500

120,000

37,500

55,463

–

92,963

Dr. Gerhard Cromme 1

Michael Diekmann 3
Dr. Hans Michael Gaul 1, 3

47,917

23,000

21,083

92,000

37,500

55,463

–

92,963

112,500

54,000

49,500

216,000

75,000

110,925

–

185,925

Prof. Dr. Peter Gruss 3

50,000

24,000

22,000

96,000

37,500

55,463

–

92,963

Bettina Haller 1, 2

75,000

36,000

33,000

144,000

50,000

73,950

–

123,950

Hans-Jürgen Hartung 2, 4

37,500

18,000

16,500

72,000

–

–

–

–

Harald Kern 2, 3

50,000

24,000

22,000

96,000

37,500

55,463

–

92,963

Dr. Nicola Leibinger-Kammüller 3

50,000

24,000

22,000

96,000

37,500

55,463

–

92,963

Werner Mönius 1, 2, 3

56,250

27,000

24,750

108,000

37,500

55,463

–

92,963

Håkan Samuelsson 1, 3

59,896

28,750

26,354

115,000

37,500

55,463

–

92,963

Dieter Scheitor 1, 2

87,500

42,000

38,500

168,000

68,750

101,681

–

170,431

Dr. Rainer Sieg 3

50,000

24,000

22,000

96,000

37,500

55,463

–

92,963

Birgit Steinborn 1, 2, 3

81,250

39,000

35,750

156,000

37,500

55,463

–

92,963

Lord Iain Vallance of Tummel 1

83,854

40,250

36,896

161,000

68,750

101,681

–

170,431

Sibylle Wankel 2, 5

31,250

15,000

13,750

60,000

–

–

–

–

Ralf Heckmann 1, 4

45,833

22,000

20,167

88,000

100,000

147,900

–

247,900

Gerhard Bieletzki 6

–

–

–

–

12,500

18,488

–

30,988

John David Coombe 1, 7

–

–

–

–

25,000

36,975

–

61,975

Hildegard Cornudet 7

–

–

–

–

16,667

24,650

–

41,317

Former
Supervisory Board members

–

–

–

–

16,667

24,650

–

41,317

43,750

21,000

19,250

84,000

75,000

110,925

–

185,925

Prof. Dr. Walter Kröll 7

–

–

–

–

16,667

24,650

–

41,317

Prof. Dr. Michael Mirow 7

–

–

–

–

16,667

24,650

–

41,317

Roland Motzigemba 6, 7

–

–

–

–

8,333

12,325

–

20,658
41,317

Birgit Grube 7
Heinz Hawreliuk 1, 5

Thomas Rackow 7

–

–

–

–

16,667

24,650

–

Dr. Albrecht Schmidt 7

–

–

–

–

16,667

24,650

–

41,317

Dr. Henning Schulte-Noelle 1, 7

–

–

–

–

33,333

49,300

–

82,633

Peter von Siemens 7

–

–

–

–

16,667

24,650

–

41,317

Jerry I. Speyer 7

–

–

–

–

16,667

24,650

–

41,317

1,530,989

734,875

673,636

1,325,002

1,959,680

–

3,284,682

Total
1

2
3
4
5
6
7
8

42

2,939,500 8

Dr. Gerhard Cromme as Chairman of the Supervisory Board and of the Chairman’s Committee, the Compliance Committee, and the Finance and Investment Committee and as a member of the Audit Committee;
Ralf Heckmann as Deputy Chairman of the Supervisory Board and member of the Chairman’s Committee, the Audit Committee and the Compliance Committee (based on length of service in each position);
Berthold Huber as Deputy Chairman of the Supervisory Board (based on length of service) and member of the Chairman’s Committee; Dr. Josef Ackermann as Deputy Chairman of the Supervisory Board and
member of the Chairman’s Committee; Lothar Adler as member of the Chairman’s Committee and the Compliance Committee (based on length of service in each position) and as member of the Finance and
Investment Committee; Jean-Louis Beffa as member of the Finance and Investment Committee (based on length of service); Gerd von Brandenstein as member of the Finance and Investment Committee (based
on length of service); Dr. Hans Michael Gaul as Chairman of the Audit Committee and member of the Compliance Committee; Bettina Haller as member of the Audit Committee (based on length of service) and
the Compliance Committee; Heinz Hawreliuk as member of the Audit Committee and the Compliance Committee (based on length of service); Werner Mönius as member of the Finance and Investment
Committee (based on length of service); Håkan Samuelsson as member of the Finance and Investment Committee; Dieter Scheitor as member of the Audit Committee and the Finance and Investment Committee;
Birgit Steinborn as member of the Audit Committee (based on length of service) and the Finance and Investment Committee; Sibylle Wankel as member of the Compliance Committee (based on length of
service); and Lord Iain Vallance of Tummel as member of the Audit Committee and the Compliance Committee each receive higher ﬁxed and variable compensation.
Both the employee representatives on the Supervisory Board who represent the employees pursuant to § 3 (1) no. 1 of the German Codetermination Act (MitbestG) and the representatives of the trade unions on the
Supervisory Board declared readiness to transfer, in accordance with the guidelines of the Confederation of German Trade Unions (DGB), their compensation to the Hans Boeckler Foundation.
With effect from the close of the Annual Shareholders’ Meeting on January 24, 2008, Jean-Louis Beffa, Gerd von Brandenstein, Michael Diekmann, Dr. Hans Michael Gaul, Prof. Dr. Peter Gruss, Harald Kern,
Dr. Nicola Leibinger-Kammüller, Werner Mönius, Håkan Samuelsson, Dr. Rainer Sieg and Birgit Steinborn were elected new members of the Supervisory Board.
With effect from the close of the Annual Shareholders’ Meeting on January 27, 2009, Hans-Jürgen Hartung was appointed to the Supervisory Board by court order as successor to Ralf Heckmann.
Sibylle Wankel, formerly a substitute member of the Supervisory Board, became a full member of the Supervisory Board as successor to Heinz Hawreliuk with effect from April 1, 2009.
Roland Motzigemba, formerly a substitute member of the Supervisory Board, became a full member of the Supervisory Board as successor to Gerhard Bieletzki with effect from December 3, 2007.
John David Coombe, Hildegard Cornudet, Birgit Grube, Prof. Dr. Walter Kröll, Prof. Dr. Michael Mirow, Roland Motzigemba, Thomas Rackow, Dr. Albrecht Schmidt, Dr. Henning Schulte-Noelle, Peter von Siemens
and Jerry I. Speyer resigned from the Supervisory Board at the close of the Annual Shareholders’ Meeting on January 24, 2008.
In addition, the members of the Supervisory Board received a meeting attendance fee of €1,000 per meeting of the Supervisory Board and its committees attended by them. The following meeting attendance
fees were paid to Dr. Gerhard Cromme: €28,000; Dr. Hans Michael Gaul: €20,000; Lothar Adler, Dieter Scheitor and Lord Iain Vallance of Tummel: €17,000 each; Bettina Haller: €16,000; Birgit Steinborn: €14,000;
Ralf Heckmann: €12,000; Gerd von Brandenstein and Heinz Hawreliuk: €11,000 each; Werner Mönius: €10,000; Jean-Louis Beffa and Håkan Samuelsson: €9,000 each; Prof. Dr. Peter Gruss, Harald Kern, Dr. Nicola
Leibinger-Kammüller and Dr. Rainer Sieg: €8,000 each; Michael Diekmann and Berthold Huber: €7,000 each; Dr. Josef Ackermann: €6,000; Sibylle Wankel: €5,000; and Hans-Jürgen Hartung: €4,000.
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The Chairman of the Supervisory Board is entitled to receive

3. Other

300 percent, and each of the deputy chairmen 150 percent, of

The Company provides a group insurance policy for board and

the fixed and the variable compensation of an ordinary mem-

committee members and employees of the Siemens organiza-

ber. Furthermore, each member of the Audit Committee and

tion that is taken out for one year and renewed annually. The

the Chairman’s Committee is entitled to receive additional

insurance covers the personal liability of the insured in the

compensation amounting to 50 percent of the fixed and the

case of a financial loss associated with employment functions.

variable compensation of an ordinary member, while the

In such a case, the Company may, with effect from October 1,

chairmen of these committees are entitled to receive addi-

2005, hold members of the Managing Board liable for such loss

tional compensation amounting to 100 percent of the fixed

up to an amount equivalent to 20 percent of the fixed salary. In

and the variable compensation of an ordinary member. In ad-

the same way, each member of the Supervisory Board has indi-

dition, each member of the Compliance Committee and the

vidually agreed to be held liable up to an amount equivalent to

Finance and Investment Committee is entitled to receive addi-

20 percent of the fixed compensation component. The insur-

tional compensation amounting to 25 percent of the fixed and

ance policy for fiscal year 2010 includes a deductible for the

the variable compensation of an ordinary member, while the

members of the Managing and the Supervisory Board subject

chairmen of these committees are entitled to receive addi-

to the requirements of the German Stock Corporation Act

tional compensation amounting to 50 percent of the fixed and

(AktG) and the German Corporate Governance Code.

the variable compensation of an ordinary member. The aggregate compensation of the Chairman of the Supervisory Board
shall not exceed 400 percent of the fixed and the variable compensation of an ordinary member. If a Supervisory Board member does not attend a meeting of the Supervisory Board, onethird of the aggregate fixed and variable compensation due to
such member is reduced by the percentage of Supervisory
Board meetings not attended by such member in relation to
the total number of Supervisory Board meetings held during
the fiscal year.
In addition, the members of the Supervisory Board are entitled
to receive a meeting attendance fee of €1,000 per meeting of
the Supervisory Board and its committees attended by them.
The members of the Supervisory Board are reimbursed for outof-pocket expenses incurred in connection with their duties
and for any sales taxes to be paid on their remuneration. In
consideration for the performance of his duties, the Chairman
of the Supervisory Board is furthermore entitled to an office
with secretarial support and use of the Siemens carpool service.
No loans from the Company are provided to members of the
Supervisory Board.
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Management’s discussion and analysis
Business and operating environment

Siemens comprises Siemens AG as the parent company and a
total of approximately 1,300 legal entities, including minority

The Siemens Group –
Organization and basis of presentation

investments. Our Company is incorporated in Germany, with
our corporate headquarters situated in Munich. Siemens operates under the leadership of its Managing Board, which com-

We are a globally operating, integrated technology company

prises the Chief Executive Officer (CEO) and Chief Financial

with core activities in the fields of industry, energy and health-

Officer (CFO) of Siemens as well as the heads of selected cor-

care, and we occupy leading market positions worldwide in the

porate functions and the CEOs of the three Sectors. A clear

majority of our businesses. We can look back on a successful

management principle, the so-called CEO principle, has been

history spanning more than 160 years, with groundbreaking

put into practice at all levels of our operations – in our Sectors,

and revolutionary innovations such as the invention of the dy-

Divisions and Business Units as well as our regional Clusters.

namo, the first commercial light bulb, the first electric street-

This principle establishes clear, direct lines of responsibility

car, the construction of the first public power plant, and the

and consequently accelerates our decision-making processes.

first images of the inside of the human body. We have more
than 400,000 employees and business activities in around 190

Our business activities focus on our three Sectors, Industry,

countries, and reported consolidated revenue of €76.651 bil-

Energy and Healthcare, which form three of our reportable

lion in fiscal 2009. Our production capacity is distributed

segments. In addition to our three Sectors, we have three ad-

across more than 230 production and manufacturing facilities

ditional reportable segments: Equity Investments and our two

worldwide. In addition, we have office buildings, warehouses,

Cross-Sector Businesses Siemens IT Solutions and Services

research and development facilities and sales offices in almost

and Siemens Financial Services (SFS).

every country in the world.
Basis of Presentation as of September 30, 2009
Reportable Segments

Industry Sector
Industry Automation
Drive Technologies
Building Technologies
OSRAM
Industry Solutions
Mobility

Energy Sector
Fossil Power Generation
Renewable Energy
Oil & Gas
Power Transmission
Power Distribution

Healthcare Sector

Equity Investments

Imaging & IT
Workflow & Solutions
Diagnostics

Cross-Sector Businesses
Siemens IT Solutions
and Services
Siemens Financial
Services

Reconciliation to Consolidated Financial Statements

Other Operations

44

Siemens Real Estate

Corporate Items
and Pensions

Eliminations,
Corporate Treasury and
other reconciling items
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66 Results of operations

84 Financial position

Our Industry Sector offers a complete spectrum of products,

are relatively independent of short-term economic conditions.

services and solutions for the efficient use of resources and

The Energy Sector has around 85,000 employees and reported

energy and improvements of productivity in industry and in-

external revenue of €25.405 billion for fiscal 2009. Thereof,

frastructure. Its integrated technologies and holistic solutions

58% was attributable to Europe, C.I.S., Africa, Middle East, 26%

address primarily industrial customers, such as process and

to the Americas, and 16% to Asia, Australia. The United States

manufacturing industries, and infrastructure customers, espe-

(U.S.) was the largest single national market for Energy in fis-

cially in the areas of transport, buildings and utilities. The

cal 2009, accounting for 16% of external revenue for the Sector.

portfolio spans industry automation and drives products and
services, building, lighting and mobility solutions and ser-

Our Healthcare Sector offers customers a comprehensive

vices, and system integration and solutions for plant busi-

portfolio of medical solutions across the value-added chain –

nesses. Our Industry Sector comprises the six Divisions, Indus-

ranging from medical imaging to in-vitro diagnostics to inter-

try Automation, Drive Technologies, Building Technologies,

ventional systems and clinical information technology sys-

OSRAM, Industry Solutions and Mobility. Many of the business

tems – all from a single source. In addition, the Sector provides

activities of Industry Automation, Drive Technologies and

technical maintenance, professional and consulting services,

OSRAM are characterized by relatively short business cycles

and, together with SFS, financing to assist customers in pur-

and as such are influenced by prevailing economic conditions.

chasing the Sector’s products. Our Healthcare Sector is com-

In contrast, the longer-cycle business activities of the Mobility

posed of the three Divisions, Imaging & IT, Workflow & Solu-

Division are less strongly affected by short-term trends. The

tions and Diagnostics. The Sector’s business activities are rela-

Industry Sector currently has around 207,000 employees, and

tively unaffected by short-term economic trends but are

in fiscal 2009 reported external revenue of €33.915 billion. Of

dependent on regulatory and policy developments around the

this figure, 57% was attributable to the region comprising

world, particularly including ongoing healthcare reform ef-

Europe, the Commonwealth of Independent States (C.I.S.),

forts in the U.S. The Healthcare Sector currently has around

Africa and the Middle East, 24% to the Americas, and 19% to

48,000 employees, and in fiscal 2009 reported external reve-

Asia, Australia. The largest single national market for the

nues of €11.864 billion. Of this figure, 40% was attributable to

Industry Sector is Germany, with 20% of external revenue for

the region comprising Europe, C.I.S., Africa and the Middle

the Sector during fiscal 2009.

East, 43% to the Americas, and 17% to Asia, Australia. By far the
largest single national market for Healthcare is the U.S., with

Our Energy Sector offers a wide spectrum of products, services and solutions for the generation, transmission and distri-

38% of external revenue for the Sector during fiscal 2009.

bution of power, and the extraction, conversion and transport
of oil and gas. It primarily addresses the needs of energy pro-

In general, Equity Investments comprises equity stakes held
by Siemens that are accounted for by the equity method, at

viders, but also serves industrial companies, particularly in the

cost or as current available-for-sale financial assets and which

oil and gas industry. Our Energy Sector is made up of the six

are not allocated to a Sector, a Cross-Sector Business, Siemens

Divisions,

Energy,

Real Estate (SRE), Pensions or Corporate Treasury for strategic

Fossil

Power

Generation,

Renewable

Oil & Gas, Energy Service, Power Transmission and Power Dis-

reasons. Major components of Equity Investments include our

tribution. Financial results relating to the Energy Service Divi-

50% stakes in Nokia Siemens Networks B.V. (NSN) and BSH

sion are reported in the Divisions Fossil Power Generation and

Bosch und Siemens Hausgeräte GmbH (BSH), our 49% stake in

Oil & Gas. Many of the business activities of our Energy Sector

Enterprise Networks Holdings B.V. (EN), and our 49% stake in

are characterized by relatively long-term projects and as such

Krauss-Maffei Wegmann GmbH & Co. KG (KMW).
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Siemens IT Solutions and Services designs, builds and oper-

On a geographic basis, Siemens is subdivided into 17 regional

ates both discrete and large scale information and communi-

Clusters, which are in turn assigned to one of our three report-

cations systems and offers comprehensive information tech-

ing regions, each of which is the responsibility of one member

nology and communications solutions from a single source

of the Managing Board. We report financial performance mea-

both to third parties and to other Siemens entities. Siemens IT

sures for these three regions:

Solutions and Services currently has around 35,000 employees

Regional structure as of September 30, 2009

and reported external revenue of €3.580 billion for fiscal 2009.

Siemens Financial Services is an international provider of fi-

Regional structure

nancial solutions in the business-to-business area. SFS supports Siemens as well as third parties in the three industry
areas of industry, energy, and healthcare. SFS finances infrastructure, equipment and working capital and supports and
advises Siemens concerning financial risk and investment
management. By integrating financing expertise and indus-

Europe, C.I.S.1,
Africa, Middle East

Americas

Asia,
Australia

trial know-how, SFS creates value for its customers and helps
them strengthen their competitiveness. SFS has around 2,000

1 Commonwealth of Independent States.

employees.
In addition, we report financial information at group level for
Within Management’s discussion and analysis, the following

certain major countries within each region, including Ger-

financial performance measures are provided for our three

many (within the region Europe, C.I.S., Africa, Middle East),

Sectors, our Cross-Sector Business Siemens IT Solutions and

the U.S. (within the region Americas), and China and India

Services and for 14 Divisions of our Sectors: new orders, reve-

(within the region Asia, Australia).

nue, profit and profit margin. For Equity Investments we report
profit, and for SFS we report profit and total assets within Management’s discussion and analysis. In addition, further infor-

Global megatrends

mation including free cash flow is reported for each reportable
segment in the “Notes to Consolidated Financial Statements.”

Global megatrends are long-term processes that will drive

For information related to the definition of these performance

global demand in coming decades. We at Siemens view demo-

measures and to the reconciliation of segment performance

graphic change, urbanization, climate change and globaliza-

measures to the consolidated financial statements, see “Notes

tion as megatrends that will have an impact on all humanity

to Consolidated Financial Statements.”

and leave their mark on global developments. We therefore
have aligned our strategy and business activities with these
trends. In our three Sectors, Industry, Energy and Healthcare,
we have forward-looking products and solutions with which
we can deal with climate change, contribute to improved
healthcare for an aging population, and shape infrastructures
and mobility in urban areas in an energy-efficient and thus
environmentally friendly way.
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Demographic change includes a number of trends, one of the
most important ones being the increasing average age of the
population of many countries, particularly industrialized nations. This trend is important to Siemens because we provide a
wide range of products and solutions for preventative healthcare and early diagnosis of disease – two essential requirements for living longer, healthier lives.

Strategy
Strategy of the Siemens Group
Our corporate strategy is derived from our vision:
Siemens will pioneer
▪▪ energy efficiency,
▪▪ industrial productivity,

Urbanization refers to the growing number of large, densely
populated cities around the world. This includes both established metropolitan centers in industrialized nations and fastrising urban centers in emerging economies. Urbanization is
driven by a number of forces, including immigration from rural
areas and population growth in urban areas. This megatrend is
important to Siemens because we provide products and solutions for manufacturing, urban transit, building construction,
power distribution and hospitals, among others.

▪▪ affordable and personalized healthcare,
▪▪ and intelligent infrastructure solutions

based on market and technology leadership.
Our strategic goal is sustainable, profitable growth. To achieve
this goal we seek to maintain a leading position in regional and
technological markets in which major global developments –
the aforementioned megatrends – generate strong long-term
demand for our products and solutions. Accordingly, Siemens
has taken steps in recent years to align its portfolio squarely

Climate change embraces many trends, including but not
limited to increasing the efficiency of power generation from
fossil fuels; generating energy from renewable sources such as
wind; increasing the efficiency and performance of electrical
grids; increasing the energy efficiency of transportation and
industrial processes; reducing the energy needs of buildings;
and reducing emissions from all of the above.

with the four megatrends of demographic change, urbanization, climate change and globalization. The focus on our Sectors Industry, Energy and Healthcare gives us a solid structural
platform on which to build and sustain an excellent position in
attractive and long-lived growth markets. The majority of our
businesses already enjoy leading positions in terms of market
share and technology leadership and accordingly have the
necessary strength to grow profitably and sustainably in a

Globalization refers to the increasing interconnection of national economies as well as the growing importance of multinational enterprises. Globalization is important to Siemens
because we operate in approximately 190 countries with common solutions, technologies, logistics, information systems,
and business processes across all regions. This global network
enables us to help simplify the process of globalizing almost
any business for our customers.

competitive global market.
We are implementing this corporate strategy through our
Fit42010 program, which aims to exploit the potential of our
integrated technology company in line with our values – to be
responsible, excellent and innovative – and our clear focus
on the customer. Fit42010 further details our objective of sustainable, profitable growth by defining ambitious targets for
growth, profitability and liquidity. We set these targets based
on normal business cycles, unlike the current global recessionary conditions and the adverse effects of the financial crisis (see “– Financial performance measures”).
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Fit 4 2010
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Open innovations

Stringent resource allocation

Performance

Fit4
Best-in-class for all businesses
and functions through

Focus on three Sectors Industry,
Energy and Healthcare

Compliance
Climate protection
Corporate citizenship

Fit42010 divides the potential harbored by Siemens as an inte-

Open innovations – opening up a business to bring in the ex-

grated technology company into four categories: Portfolio,

pertise of a wide range of internal and external experts in dif-

People Excellence, Operational Excellence and Corporate Re-

ferent areas from around the world – helps to ensure that we

sponsibility. We have carefully targeted our Portfolio at attrac-

continue to constantly develop and refine our cutting-edge

tive markets by means of stringent resource allocation and a

technology. Open innovations forms part of the Operational
Excellence element of Fit42010, as does Global supply chain
management, which is intended to boost efficiency in sourcing and the supply chain throughout our Company (see “– Important corporate programs and initiatives – Supply Chain
Management initiative” and “– Non-financial performance
measures”). The Corporate Responsibility element, finally,
has seen us introduce a uniform compliance program worldwide, with systems and processes to ensure proper conduct,
and continues to highlight both our commitment to society
and our acknowledgement of the enormous significance of
climate protection (see “– Non-financial performance measures”).

clear focus on the three Sectors (see “– The Siemens Group –
Organization and basis of presentation”). We deliver outstanding value for our customers because, within the context of
People Excellence, our standard is to employ the best workers
worldwide – which is of course necessary to a high-performance culture (see “– Non-financial performance measures”).
Diversity in our management is a key component of our corporate strategy and a fundamental prerequisite for our Company ’s long-term success. Our goal is to fill every position at
Siemens with the most qualified employee – irrespective of
factors like nationality, age, gender, background or religion.

B25G022_E
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Segment strategies
Our Industry Sector is a global market and technology leader
in industrial and infrastructure process automation. The Sector aims to make customers more competitive by automating
the entire lifecycle of customer investments. Its innovative
and environmentally-friendly products, systems, services and
solutions are designed specifically to increase the productivity
and flexibility of its customers and to help them make more
efficient use of resources and energy. Our Industry Sector relies on common technology platforms (such as Totally Integrated Automation, or TIA) that are developed into businessspecific applications by the Divisions. This approach is intended to enable the Divisions to achieve profitable above-
average growth.
Our Energy Sector is the only company in the world capable of
improving efficiency throughout the entire chain of energy

As a leading international IT service provider, Siemens IT Solutions and Services has the capacity to meet all needs from a
single source. Its portfolio ranges from consulting via system
integration to the comprehensive management of IT infrastructures, as well as software development. Its expertise,
which extends well beyond straightforward IT requirements,
provides the basis for successful, highly complex IT projects
that help customers all over the world to permanently retain
and improve their competitive edge. SFS pursues a three-part
strategy, comprising the management of the financial risks to
which Siemens is exposed, the tailoring of financing solutions
for Siemens customers to support our Company ’s business activities, and the provision of finance for other companies, primarily in the three industry areas of industry, energy and
healthcare. By leveraging its financing expertise and industrial
know-how, SFS creates value for its customers and helps them
strengthen their competitiveness.

conversion, from the extraction of oil & gas via power generation to the transmission and distribution of electric energy. As

Important corporate programs and initiatives

an integrated technology company, the Sector occupies a lead-

Environmental portfolio

ing position in its industry in terms of technology and contin-

Our environmental portfolio provides a compelling demon-

ues to set industry standards. Our Energy Sector aims to grow

stration of the way we have aligned our business activities

profitably and at a faster than average rate to achieve a market-

with the aforementioned megatrends, in this case climate

leading position in every single business area.

change. It contains technologies that make a direct and verifiable contribution to the environment and to climate protec-

The strategy pursued by our Healthcare Sector focuses on in-

tion. The elements of the portfolio fall into three main groups:

creasing efficiency in healthcare by improving the quality

products and solutions with exceptional energy efficiency,

while reducing cost at the same time. The Sector strives to

such as combined cycle power plants, energy-saving light

continuously enhance its leading position in the market by

bulbs and intelligent building technologies; systems and com-

consistently focusing on customer requirements and an inno-

ponents for renewable forms of energy, such as grid access for

vation strategy for its products, services and solutions to meet

wind turbines and steam turbines for solar power; and envi-

these needs. Our Healthcare Sector is working on building up

ronmental technologies in fields such as water technologies

its presence in the growth markets of the future throughout

and air pollution control.

the value chain and on continuously improving its own cost
position. The Sector has a clear focus on profitable growth and
aims for a steady expansion of its market share. Its integrated
approach combining medical imaging, laboratory diagnostics
and the IT systems required for modern healthcare addresses
the entire medical supply chain – from prevention and early
detection to diagnosis, and on to treatment and aftercare.
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With our environmental portfolio we intend to help our cus-

After the first external review of data and processes of our en-

tomers to reduce their carbon dioxide footprint, cut their en-

vironmental portfolio in fiscal 2007, we again commissioned

ergy costs and improve their profitability through an increase

an independent accounting firm to conclude on our environ-

in their productivity. Our new increased target by 2011 is to re-

mental portfolio for fiscal 2008. Such review is different from

duce our customers’ annual carbon dioxide emissions by ap-

an audit as it was performed for our consolidated financial

proximately 300 million metric tons through the Siemens

statements. The outcome of the review was favourable and

products and solutions installed at our customers from the be-

the independent accounting firm recorded the results, in par-

ginning of fiscal 2002 and still in use. The products and solu-

ticular the details relating to total revenues generated by the

tions installed until fiscal 2009 are already reducing carbon

environmental portfolio and the quantity of reduced carbon

dioxide emissions by approximately 210 million metric tons

dioxide emissions attributable to it, in an Independent Assur-

a year.

ance Report. We intend to continue this practice and will subject the environmental portfolio data and processes for fiscal

Equally important is the fact that the environmental portfolio

2009 to a similar external review.

also enables us to claim a share of attractive markets with better than average growth potential. We have set ourselves am-

Global SG&A program

bitious revenue targets for the environmental portfolio. De-

The global program for the reduction of marketing, selling and

spite the continuous challenges from macroeconomic and fi-

general administrative (SG&A) expenses we launched in fiscal

nancing conditions, our goal is to generate €25 billion in

2008 was targeted at improving the efficiency of the selling

revenue from products and solutions for environmental and

and administration processes in our corporate functions, our

climate protection by fiscal 2011. Including newly incorporated

Sectors, Divisions and Cross-Sector Businesses as well as our

products and solutions and a strong performance of our envi-

regional Clusters. The program played an important role in

ronmental portfolio in fiscal 2009, revenues from this portfolio

helping us to substantially improve our competitive position

in the current year amounted to €23.0 billion and were above

on the cost side over the course of fiscal 2009, despite the dif-

the comparable revenues of €20.7 billion in fiscal 2008. This

ficult environment created by the global financial and eco-

means that our environmental portfolio already accounts for

nomic crisis. As we have already achieved our SG&A cost-cut-

about 30% of our total sales.

ting target for fiscal 2010 a year ahead of schedule, we successfully completed our global SG&A program at the end of fiscal

There is no standard system that applies across companies for

2009.

compiling and calculating revenues generated from products

50

and solutions for environmental and climate protection and

We reduced our SG&A expenses by €1.2 billion in the current

the quantity of reduced carbon dioxide emissions attributable

fiscal year from the level of fiscal 2007, despite major acquisi-

to such products and solutions. Accordingly, revenues from

tions during and between the periods under review and sever-

our environmental portfolio and the reduction of our custom-

ance charges related to SG&A reduction in fiscal 2009. SG&A

ers’ annual carbon dioxide emissions may not be comparable

expenses in the current fiscal year amounted to 14.2% of reve-

with similar information reported by other companies. We sub-

nue, compared to 16.7% in fiscal 2007. A reduction in expendi-

ject revenues from our environmental portfolio and the reduc-

tures for IT infrastructure and external consultants as well as

tion of our customers’ annual carbon dioxide emissions to in-

job reductions in administration and sales functions ac-

ternal documentation and review requirements which are,

counted for part of this improvement. Our pooling and process

however, different from those underlying our financial infor-

simplification initiatives across numerous administrative ac-

mation. We may change our policies for recognizing revenues

tivities in the Sectors and regional Clusters also made a signifi-

from our environmental portfolio and the reduction of our cus-

cant impact in 2009, as did our sales channel optimization ef-

tomers’ annual carbon dioxide emissions in the future without

forts. Effects due to lower demand caused by the economic

previous notice.

downturn also contributed to reduced SG&A expenses. Going
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forward, our primary objective will be to sustain the achieved

We have set clear and ambitious targets for our Supply Chain

cost savings after the completion of our global SG&A program.

Management initiative: by fiscal 2010, we intend to increase
the share of cross-Sector managed procurement volume by

The job reduction measures under the SG&A program, which

60% over fiscal 2008 levels; and in the medium term, we seek

provided for around 12,600 job cuts worldwide, primarily in

to increase the share of sourcing from emerging markets to

administration, have also been completed during fiscal 2009.

25% of the Group’s total volume, and reduce our total number

The restructuring expenses associated with these job cuts

of suppliers by 20%.

were largely accounted for in fiscal 2008, when we incurred
expenses in the amount of €1.081 billion. Within Segment in-

Program for the reduction of legal entities

formation, the restructuring expenses for job reduction mea-

In order to reduce complexity within the structure of our group,

sures under the SG&A program and related to the program

to optimize synergies and to strengthen governance and trans-

were recognized under Corporate items.

parency, we have started a program aimed at reducing the number of legal entities, including minority investments, to fewer

Supply Chain Management initiative

than 1,000 by 2010. Due to significant M&A activities targeted at

In fiscal 2009, we have launched a Supply Chain Management

enhancing and optimizing our portfolio, the number of legal

initiative with the objective of working with our suppliers to

entities had substantially increased in recent years.

establish a leading global procurement network, push the development of technologies, and accelerate innovation cycles.

The reduction will be achieved primarily by integrating legal

The initiative is intended to generate substantial and sustain-

entities into existing Siemens regional companies. Stream

able improvements in profitability for the Siemens Group by

lining actions within our portfolio will also contribute to the

optimizing our supply chain management and to better man-

goal. At the end of fiscal 2009, we successfully reduced the

age our supplier-related risk.

number of legal entities to approximately 1,300. This compares
to approximately 1,600 legal entities at the end of the prior

One of the key levers for achieving the potential savings is

year and approximately 1,800 legal entities at the end of fiscal

to integrate procurement activities across our Sectors. By

2007. For fiscal 2010, we have set an additional reduction tar-

bundling and focusing our purchasing volume throughout

get of 300 legal entities.

Siemens, we expect to obtain lower prices through bulk
purchasing.

Research and development
A second central component of our Supply Chain Management
initiative is global value sourcing, which entails the development of a competitive global supply network and joint product

R&D intensity
Research and development
expenses (in billions of €)

development and innovations with our key suppliers. In addi-

Research and development intensity1

tion, we want to increase the share of sourcing in emerging

FY 2009

3.900

5.1%

countries in the medium term, in order to achieve a better re-

FY 2008

3.784

4.9%

gional balance between revenue volume and procurement

FY 2007

3.399

4.7%

volume.
1

R&D intensity is defined as the ratio of R&D expenses and revenue.

A further measure is to intensify our cooperation with those

It is our aim to continue to strengthen our innovation capabil-

suppliers who contribute most to our value creation. This mea-

ity. Therefore Siemens increased research and development

sure implies that we intend to significantly reduce the number

(R&D) spending in fiscal 2009 by 3.1% year-over-year, to €3.900

of our suppliers.

billion.
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The Industry Sector invested €1.8 billion with an R&D intensity

networked to facilitate efficient collaboration between its vari-

of 5.2%, the Energy Sector invested €0.8 billion with an R&D

ous sites around the world and with the rest of the Company.

intensity of €3.0% and the Healthcare Sector invested €1.1 bil-

Its principal research operations are in the U.S., the U.K., Ger-

lion with an R&D intensity of 9.1%. Our corporate R&D organi-

many, Austria, the Slovak Republic, Russia, India, China and

zation, Corporate Technology (CT), and Siemens IT Solutions

Singapore.

and Services also invested in R&D activities.
Within our Sectors the R&D efforts are focused on the next
Siemens also benefited from public funding for R&D project

generation of products and solutions and preparing for suc-

work in fiscal 2009. As in the prior year, Siemens participated

cessful market launches. CT’s researchers and developers, in

in more than 1,000 cooperation projects in 2009, both domes-

contrast, look further ahead and focus on identifying the fun-

tically and internationally. This includes direct cooperation

damental technologies that will be required for the next-suc-

with universities, research institutes and other industrial com-

ceeding generation. The strong links they maintain with global

panies as well as participation in joint programs backed by

research establishments and their close working relationships

public support such as from the European Union or the Ger-

with those parts of the company most familiar with products

man Federal Ministry of Education and Research (BMBF).

and customers help to ensure that important technical and
social trends are recognized, analyzed at an early stage and

R&D indicators

Employees 1
Inventions

FY 2008

FY 2007

31,800

32,200

30,900

7,700

8,200

7,900

4,200

5,000

4,900

2

Patent applications

1
2

created. CT is committed to the principles of open innovation
FY 2009

2

Average number of employees in fiscal year.
Prior-year information not adjusted for businesses disposed of.

and accordingly makes sure the Company continually receives
a flow of information with long-term value from the science
and engineering disciplines.
CT covers a wide range of global technology fields including
materials, microsystems, production methods, software, engineering, power, sensors, automation, medical informatics and

We employ 12,700 employees engaged in R&D in Germany, and

imaging, information and communication, raw material ex-

19,100 employees engaged in R&D in about 30 other countries

traction and processing, and off-grid energy. Our so-called

including the U.S., China, India, Austria, Slovakia, the U.K.,

SMART products (meaning Simple, Maintenance-friendly, Af-

Sweden, Denmark, Switzerland and Croatia.

fordable, Reliable and Timely to market) incorporate new technologies in a form that enables them to compete effectively in

Siemens’ patent portfolio consists of more than 56,000 patents

price-sensitive markets, such as in rural regions and areas with

worldwide, an increase from 55,000 patents a year earlier. Ac-

poorly developed infrastructure. These inexpensive products

cording to statistics for patent applications in calendar 2008,

are tailored to the specific requirements of their target markets

Siemens ranked second in Germany, second in Europe and

and are particularly reliable and easy to use and maintain. CT

twelfth in the U.S. For calendar 2007, Siemens was second in

and the Sectors have SMART solutions under development in

Germany, third in Europe and eleventh in the U.S.

fields including healthcare and decentralized power generation, and a number are already successfully in place.

The following R&D priorities were set in fiscal 2009: (1) safeguarding the Company ’s long-term prospects, (2) increasing

Solutions capable of strengthening and advancing our envi-

the Company ’s competitive edge in technology and (3) opti-

ronmental portfolio are a strong point of Siemens’ R&D initia-

mizing the allocation of R&D resources.

tives. Key objectives in this context include increasing efficiency in power generation, be it renewable or conventional;

52

CT works closely with the R&D teams in the Sectors and Divi-

low-loss power transmission; the development of smart power

sions. CT, which has more than 5,000 employees, is tightly

grids; and the efficient use of energy in transport, industrial
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production, buildings and lighting. Siemens’ researchers and

Mindful of the growing and ageing global population, the

developers are investigating every aspect of e-mobility, from

Healthcare Sector is committed to offering high quality

the technology of electric vehicles themselves to integrating

healthcare solutions at an affordable price and its R&D activi-

them into future smart grids. In addition, they continue to de-

ties are consequently focused primarily on innovations that

velop improved systems for preventing water and air pollution

will help it to meet the associated customer requirements

as well as new solutions for purifying drinking water, some of

more effectively. Foremost here is combining the various im-

which use novel membrane technologies.

aging techniques, which are making it possible to obtain ever
more detailed three-dimensional pictures of the body faster

A priority for the Industry Sector is integrating product planning and production processes into product lifecycle manage-

and with less risk for the patient, with laboratory diagnostics

ment IT systems. The goal is to slash time to market by up to

more coordinated workflows. Information from the various

and information technology in order to create much better and

50% by speeding up these processes at every point of the value

diagnostic methods enables practitioners not only to detect

chain. Advances in automation technology and, above all, in

disease more accurately and at an earlier stage, but also to

software will play a vital role here. Other leading priorities for

match treatment more closely to individual patient needs, for

the Industry Sector include increasing energy efficiency, re-

example by allowing them to monitor the efficacy of medica-

ducing resource consumption and cutting emissions. This

tion more precisely and bring to bear the full evaluative and

goes for improvements in building systems technologies, the

analytical capabilities of modern computers.

development of higher-performance lighting solutions, for example using LEDs, as well as better solutions for buildings and
transportation, ranging from energy-saving engines to the

Financial performance measures

“Complete Mobility” approach, which involves fully integrating
different modes of transport with each other in order to bring

Our Fit42010 strategic program includes both financial and

people and goods to their destination even faster, more effi-

non-financial performance measures. Our financial perfor-

ciently and in even greater comfort.

mance measures focus on growth, profitability, capital efficiency, cash conversion, and optimization of our capital struc-

The focal point of R&D activities in the Energy Sector is developing more efficient methods for the generation, transmission

ture. We believe that these measures help us increase the

and distribution of power. In this regard, converting existing

strengthen our leadership positions or close the gap to our top

power grids to smart grids plays a key role. Smart networks are

competitors. We set ambitious targets for all our financial per-

essential for sustainable power systems and for effectively in-

formance measures, however, based on normal business

tegrating ever-increasing power supplies from renewable re-

cycles, unlike the current global recessionary conditions and

sources as well as future electric vehicles into the energy mix.

the adverse effects of the financial crisis. For information

Optimized solutions for solar thermal power plants are also
part of the R&D mission at Energy, along with floating wind

about non-financial measures included within Fit42010, see
“ – Non-Financial performance measures.” The section “Finan-

turbines for use far offshore, using new materials in turbine

cial performance measures” includes several measures that

blades to improve power plant efficiency, innovative tech-

are or may be non-GAAP financial measures. For further infor-

niques for reducing losses in electricity transmission, and

mation about these measures please refer to the end of this

technologies to capture greenhouse gases such as carbon di-

Management’s discussion and analysis.

value and competitiveness of our Company and thereby

oxide from the flue gas of fossil-fuel-fired power stations.
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Operational performance measures

profit for these businesses is defined as earnings before
financing interest, certain pension costs, and income taxes,
and also may exclude various categories of items, which are
not allocated to these businesses since Management does not
regard such items as indicative of their performance. In fiscal

Profitability/
Capital
efficiency

2009, profit of the Diagnostics Division and the Healthcare
Sector is adjusted for purchase price accounting (PPA) effects
and integration costs for comparison with the margin ranges.
In contrast, and in line with common practice in the financial
services industry, the profitability measure for SFS is return on

Value Generation

equity, defined as Income before income taxes divided by the
average allocated equity for SFS. Our target ranges and the fis-

Growth

Liquidity

cal 2009 performances of our Sectors, Divisions and CrossSector Businesses, are shown below.
Profit margin fiscal year 2009

Profit
Revenue

The first of our operational performance measures focuses on

× 100%

growth, in order to ensure the revenue development required
Margin

to produce income growth. Our goal for the current fiscal year
was to grow annual organic revenue at twice the rate of global
GDP growth. In case of negative GDP growth, this means that a

Industry
Industry Automation

Target
range

7.7%

9 – 13%

9.1%

12 – 17%

11.1%

11 – 16%

percentage decline in annual organic revenue for Siemens was

Drive Technologies

targeted at less than half the rate of decline in global GDP.

Building Technologies

6.4%

7 – 10%

OSRAM

2.2%

10 – 12%

Industry Solutions

5.3%

5 – 7%

Mobility

6.1%

5 – 7%

12.9%

11 – 15%

Fossil Power Generation

13.0%

11 – 15%

Renewable Energy

13.0%

12 – 16%

Oil & Gas

11.7%

10 – 14%

Power Transmission

11.7%

10 – 14%

Power Distribution

13.2%

11 – 15%

14.2%

14 – 17%
14 – 17%

1

Revenue growth

Revenue current period1
Revenue prior-year period

FY 2009

0%

FY 2008

9%

– 1 × 100%

Energy

Healthcare 1
Target 2009: < 0.5 GDP decline. As of October 14, 2009, IHS Global Insight Inc. expects
negative growth of 2.1% in GDP in 2009.

Imaging & IT

16.2%

1

Workflow & Solutions

(3.5)%

11 – 14%

Diagnostics 1

16.8%

16 – 19%

1.9%

5 – 7%

25.9%

20 – 23%

Excluding currency translation and portfolio effects.

Our primary measure for the conversion of revenue growth to
income growth is profit margin, applied and reported at the
Sector, Division and Cross-Sector Business level. For our Sec-

Siemens IT Solutions
and Services
Siemens Financial
Services 2

tors, Divisions and for Siemens IT Solutions and Services, profit
margin is calculated as the ratio of profit to revenue, while

Target range
1
2
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Profit margin including PPA effects and integration costs for Healthcare is 12.2%
and for Diagnostics 9.7%.
Return on equity.
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Our capital efficiency measure is return on capital employed

Cash conversion rate (continuing operations)

(ROCE). This measure assesses our income generation from
the point of view of our shareholders and creditors, who pro-

Free cash flow from continuing operations

vide us with capital. ROCE is defined as Income from continu-

Income from continuing operations

ing operations (before interest) divided by average capital employed. Income from continuing operations (before interest) is
defined as Income from continuing operations (as presented
in the Consolidated Financial Statements) excluding Other interest income (expense), net (as presented in the Notes to
Consolidated Financial Statements) and excluding taxes on

FY 2009

1.54

FY 2008

3.09

Target: 1 minus revenue growth rate

Other interest income (expense), net. Capital employed is de-

In addition to the operational performance measures just dis-

fined as Total equity plus Long-term debt plus Short-term debt

cussed, we use several other metrics to assess the economic

and current maturities of long-term debt minus Cash and cash

success of our business activities. To determine whether a par-

equivalents, each as presented in the Consolidated Financial

ticular investment is likely to generate value for Siemens, we

Statements, and plus Liabilities associated with assets classi-

use ROCE, net present value or economic value added (EVA).

fied as held for disposal minus Assets classified as held for dis-

The latter considers the cost of capital in calculating value cre-

posal, if relating to discontinued operations and as presented

ation, by comparing the expected earnings of an investment

in the “Notes to Consolidated Financial Statements.” Our goal

against the cost of capital employed. To measure our liquidity

is to achieve ROCE in the range of 14 – 16%.

management, we analyze the net working capital turns of our
operating activities, as well as additions to intangible assets

ROCE (continuing operations)

and property, plant and equipment as a percentage of amorti-

Income from continuing operations (before interest)
Average capital employed 1

zation and depreciation. For the latter measure, we have set
× 100%

a target of 95 – 115%.

Capital structure management
FY 2009

6.1%

We have also adopted a measure for capital structure manage-

FY 2008

4.8%

ment to complement our operational performance measures.
We seek to optimize our capital structure so that we can better
manage our debt-equity ratio while ensuring both unrestricted

Target corridor: 14 – 16%
1

Adjusted by the net of assets classified as held for disposal less liabilities associated
with assets classified as held for disposal.

access to debt financing instruments in the capital markets
and our ability to meet scheduled debt service obligations.

Another operational performance measure is cash conversion
rate (CCR), which shows us how much of our income we are
converting to free cash flow. The calculation of CCR is shown
below. Free cash flow presented in the Notes to Consolidated
Financial Statements is defined as Net cash provided by (used
in) operating activities (continuing operations) minus Additions to intangible assets and property, plant and equipment
(continuing operations). Our target for CCR is 1 minus our annual organic revenue growth rate.

218 Managing Board statements, Independent auditors’ report, Additional information
95 Net assets position

97 Report on post-balance sheet date events
98 Risk report

55
108 Information required pursuant to
§315 (4) HGB of the German Commercial
Code and explanatory report

114 Compensation report
114 Report on expected developments

Capital structure (continuing operations)

tion of new orders thus occurs when the underlying revenue is
recognized.

Adjusted industrial net debt

Order backlog represents the future revenues of our Company

EBITDA (adjusted)

FY 2009

0.31

FY 2008

0.39

resulting from already recognized new orders. Order backlog is
calculated by adding the new orders of the current fiscal year
to the balance of the order backlog from the prior fiscal year
and subtracting the revenue recognized in the current fiscal
year. If an order from the current fiscal year is cancelled or its

Target corridor: 0.8 – 1.0

amount is modified, we adjust our new order totals for the cur-

Following comprehensive analyses of competitive bench-

rent quarter accordingly, but do not retroactively adjust previ-

marks, we calculate our capital structure measure as the ratio

ously published new order totals. However, if an order from a

of “adjusted industrial net debt” to “EBITDA (adjusted)”. For

previous fiscal year is cancelled, new orders of the current

further information on this calculation, see “Financial position

quarter and accordingly the current fiscal year are generally

– Capital structure.” We aim to achieve a ratio in the range of

not adjusted, instead, if the adjustment exceeds a certain

0.8 – 1.0.

threshold, the existing order backlog is revised. Aside from
cancellations, the order backlog is also subject to changes in

Definition of other financial performance measures

the consolidation group and to currency translation effects.

We also use other financial performance measures in addition
to the measures described above, such as new orders and or-

There is no standard system for compiling and calculating new

der backlog for the assessment of our future revenue potential.

orders and order backlog information that applies across com-

We define and calculate new orders and order backlog as fol-

panies. Accordingly, our new orders and order backlog may not

lows:

be comparable with new orders and order backlog reported by
other companies. We subject our new orders and our order

Under our policy for the recognition of new orders, we gener-

backlog to internal documentation and review requirements.

ally recognize a new order when we enter into a contract that

We may change our policies for recognizing new orders and

we consider “legally effective and binding” based on a number

order backlog in the future without previous notice.

of different criteria. In general, if a contract is considered legally effective and binding, we recognize the total contract
value. The contract value is the agreed price or fee for that por-

Non-Financial performance measures

tion of the contract for which the delivery of goods and/or the
provision of services is irrevocably agreed. Future revenues

The Fit42010 program specifies the priorities and performance

from service, maintenance and outsourcing contracts are rec-

targets we believe will enable us to achieve our overall strat-

ognized as new orders in the amount of the total contract

egy, which is to sustain profitable growth by addressing the

value only if there is adequate assurance that the contract will

opportunities inherent in global megatrends. The program

remain in effect for its entire duration (e.g., due to high exit

thus contains both financial and non-financial performance

barriers for the customer). New orders are generally recog-

measures chosen to help us to strengthen our leadership posi-

nized immediately when the relevant contract becomes legally

tions or close the gap to our leading competitors. For a descrip-

effective and binding. The only exception is orders with short

tion of the financial performance measures included in

overall contract terms. In this case, a separate reporting of new

Fit42010, see “– Financial performance measures” earlier in

orders would provide no significant additional information

this report.

regarding our performance. For orders of this type the recogni-
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The non-financial performance measures included in Fit42010
are grouped into four categories: People Excellence, Port
folio, Operational Excellence and Corporate Responsibility.

Building a Global diverse talent pipeline for leaders and ex-

We describe these four categories as operational “levers” that

nities for growth more quickly and have a better understand-

enable us to achieve our financial performance targets.

ing of their customers. In November 2008, we appointed a

perts is essential for sustainable success of Siemens. Companies that systematically nurture diversity can support opportu-

Chief Diversity Officer (CDO) responsible for our global Diver-

People Excellence is fundamental to organizational excellence. We therefore aim to attract, develop and retain the best
and brightest employees worldwide, delivering outstanding
results in a high performance culture. Our practical approach
to people excellence includes the following key levers: High
performance culture (e.g. Remuneration System, Share Matching Plan), Global diverse talents (e.g. Diversity Initiative, Top
Talents, Key Experts), Leadership culture & development (e.g.
Siemens Leadership Excellence Programs, Global Learning
Board), and our Performance Management Process (PMP).

sity Initiative which aims to foster and utilize the diversity of
talent provided by Siemens’ global presence.
For the past few years Siemens has systematically identified
so-called “Top Talents” early in their careers. We offer them
challenging and rewarding tasks, consistently foster their
development, and groom them for leadership positions. To remain in the pool of Top Talents, employees must show both
high potential and consistently outstanding performance. The
pool of Top Talents included more than 2,700 individuals in fiscal year 2009, almost 500 more compared to 2008. 57% of our

In a High performance culture every individual is striving for

Top Talents are living and working outside of Germany.

their personal best to achieve set targets. Siemens has introduced a bonus component of variable compensation that is

Aside excellent managerial talents Siemens success relies

mandatory worldwide for top executive management and

heavily on outstanding individuals with a talent for innovation

senior management. The bonus is composed of various target

in technical and engineering roles who can deliver the quality

categories: Unit Performance (also against competition), Indi-

ideas that ultimately fuel our business. We seek to advance

vidual Performance and Siemens Performance, thus striving

and develop these people, to help them make the most of their

for and ensuring high performance on all levels.

abilities. We do that through our Key Experts career track. In
fiscal 2009, the pool of our Key Experts grew to 417 exceptional

With the clear intention to foster an equity culture in the Com-

individuals.

pany, Siemens AG has also introduced a Share Matching Plan
to enable our people to share in the Company ’s success and to

Leadership culture & development are strategic value drivers.

help them to accumulate assets. Under the terms of this equity

This is why we set up the Global Learning Board in 2009. This

program, participating employees receive one free Siemens

body is tasked with defining a binding global learning portfolio

share for every three shares they have purchased provided the
latter are retained for a period of three years. The amount that

aligned to our Fit42010 program and its objectives. Siemens
Leadership Excellence (SLE) and Learning Campus, two corpo-

can be invested is defined as a percentage of bonus (for senior

rate-level organizations, are responsible for implementing this

management) respective a percentage of annual income (for

portfolio. SLE prepares up-and-coming managers for their

non senior management). 75% of senior managers took up the

future tasks by teaching them valuable strategies and familiar-

offer in the first wave mid-November until mid-December

izing them with useful management skills, tools, methods and

2008 in seven selected countries. The participation rate for

procedures. The program was launched in fiscal year 2006.

non-senior management accounted for 69% in Germany and

As of September 30, 2009, more than 2,000 senior managers

16% in the USA.

have taken part in SLE courses, compared to 1,100 at the end of
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the prior fiscal year. Overall we spent around €228 million on
continuing education in the past fiscal year (without travel
expenses), systematically developing our managers’ and em-

To achieve organic growth, we strive for Operational Excellence including world-class innovation and supply chain management.

ployees’ hard and soft skills, on average €562 per employee.
Open innovations is our program for intensifying our focus on
The Performance Management Process (PMP) implemented

trendsetting technologies; identifying technology and applica-

worldwide is the backbone of our personnel management. The

tion trends; and translating innovative ideas into marketable

globally uniform instrument helps leaders and employees de-

products and services. One measure of our performance in in-

termine clear personal goals and share the open, practical

novation is our patent position in trendsetting technologies.

feedback necessary to achieve them. The process also sup-

Siemens holds approximately 56,000 patents, a number that

ports us in setting compensation, providing professional de-

ranks us among the world’s leaders. In fiscal 2009, our re-

velopment opportunities and identifying both Top Talents and

searchers submitted approximately 7,700 invention reports

Key Experts.

and we filed approximately 4,200 patent applications. A year
earlier, the number of submitted invention reports was 8,200

Closely associated with developing People Excellence is giving

and we filed approximately 5,000 patent applications. The

them strategic and challenging businesses to work in. Our

average number of employees engaged in R&D in fiscal 2009

Portfolio management is therefore based on two principles:
we invest in sustainable growth markets associated with our
megatrend strategy, and we aim for leading positions in all our
businesses.

was 31.8 thousand, compared to 32.2 thousand in fiscal 2008.
Global Supply Chain Management is our program for further
expanding our global market presence. Excellence in supply
chain management is particularly important in penetrating

Overall we aim for a stringent capital allocation, so we have

new markets, especially in fast-growing regions such as Asia,

defined three portfolio priorities to focus our investments:

because it enables us to effectively move production close to
our customers. Supply chain management is also a vital capa-

▪▪ Our

top priority is businesses with organic growth. In recent fiscal years we have made a number of major acquisitions that fueled our growth. We now aim to achieve organic growth based on providing innovative products and
solutions in our existing businesses.

bility for increasing the efficiency of our overall global value
chain, which includes R&D, product development, sourcing
and production. A key initiative in all these regards is known as
SMART (Simple, Maintenance friendly, Affordable, Reliable,
Timely to market). This initiative focuses on strengthening local procurement, engineering, and manufacturing so that we

▪▪ Our

second priority is to streamline our portfolio according to our Sector structure. From this perspective, we examine all our businesses with regard to their strategic and
financial fit for their respective Sectors and for Siemens.

▪▪ Thirdly

we focus on selective investments that can enhance our competitiveness and augment our portfolio.
Each such investment must meet rigorous financial criteria
and support our overall strategy.
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can provide products in large volumes with good quality and
competitive prices. In particular, we aim to develop SMART
products and solutions to meet specific customer requirements, including at the low end of the market.

Corporate Responsibility expresses our commitment to society. This includes Corporate Governance, which is the basis of
all our decision-making and monitoring process, Compliance,
Climate protection and Corporate citizenship.
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Compliance

We measure the effectiveness of our prevention training activi-

In the past, compliance was not sufficiently integrated in our

ties through regular employee surveys. The results of these

business practices, contrary to the existing internal regula-

surveys also form an element of our incentive system for top

tions. We introduced a Compliance program aimed to ensure

management.

that our business practices are in full compliance with the law
and our own internal rules, and to enable us to better identify

The second pillar of our compliance program, detect, includes

and penalize compliance violations. We are convinced that

an independent ombudsman and a “Tell us” help desk. These

compliance also pays off economically. Our Compliance pro-

supplement our other channels for reporting complaints

gram is based on three pillars prevention, detection and re-

within Siemens. Both employees and third parties can report

sponse.

violations of external and internal rules to the ombudsman or
the help desk. These reports are passed on to our compliance

Consistently communicated clear rules shall prevent compli-

organization. The number of incidents reported to the “Tell us”

ance violations. These rules include our business conduct

help desk and the ombudsman was as follows:

guidelines, which obligate management and employees to
obey the law and our internal regulations. We also train our
employees with regard to corruption and other legal com
pliance issues. We offer both web-based training and in-person
training. The following table shows the cumulative number of

Incidents reported to “Tell us” help desk and ombudsman

FY 2009

565

FY 2008

539

employees who participated in both types of training programs:
Participants in compliance trainings (in thousands)

Cumulative number of participants in web-based training

140

Cumulative number of participants in in-person training

79

In fiscal 2009, 439 of these incidents were substantiated and
126 were unsubstantiated. In fiscal 2008, the number of substantiated incidents was 338 and unsubstantiated incidents
were 201.

123

Our third pillar, respond, includes rigorous and appropriate

52

measures in cases of substantiated compliance violations.
FY 2009

FY 2008

To strengthen our compliance efforts, we substantially inWe also established a compliance help desk with an “Ask us”

creased our compliance staff worldwide from 86 at the end of

function that encourages employees to ask their compliance

fiscal 2006 to 170 at the end of fiscal 2007 and to 621, at the end

questions. All employees can also pose questions to the com-

of fiscal 2008 including project employees that were involved

pliance officer in charge of their unit. The following table

in rolling out our compliance programs. At the end of fiscal

shows the number of inquiries submitted to the “Ask us” help

2009, our compliance staff worldwide was 598.

desk.
Inquiries submitted to the “Ask us” help desk

FY 2009

3,992

FY 2008

3,836

In 2009, Siemens was again rated best in class by the Dow
Jones Sustainability World Index (DJSI) regarding the two assessment categories Compliance and Risk Management. In the
current period, we expanded our leading position and received
the highest points possible in each category.
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Climate protection

environmental performance at our global production systems

For Siemens, Climate protection has two aspects. The first is

by 20% with regard to energy consumption, CO2 emissions and

making a substantial contribution to climate protection

water consumption, and by 15% with regard to waste com-

through our environmental portfolio. This portfolio includes

pared to fiscal 2006. We intend to achieve these goals by the

solutions for generating renewable energy, increasing the effi-

end of fiscal 2011, normalized for revenue growth and adjusted

ciency of fossil power generation, reducing pollution, and re-

for portfolio changes.

cycling water. It also includes many additional products that
make customer facilities, processes and systems more energy-

Corporate citizenship

efficient and emission-efficient. With this portfolio we intend

Corporate citizenship includes two aspects. One is to conduct

to help our customers to reduce their carbon dioxide (CO2)

business that benefits society through the application of

footprint; cut the life-cycle costs of their offerings; improve

Siemens’ expertise, such as providing solutions for environ-

living conditions for society; and create sustainable economic

mental and climate protection as described above. The other

growth for Siemens.

aspect involves non-profit contributions. At the end of fiscal
2008 Siemens established a globally acting foundation located

In fiscal 2008, we began quantifying the contribution of our

in Munich, Germany (Siemens Stiftung) with an endowment

environmental portfolio according to strict criteria. For exam-

of €390 million to enhance the sustainability and visibility of

ple, we compare the performance of a particular solution

its corporate citizenship activities. The Siemens Stiftung fo-

within the portfolio to a relevant reference solution, such as

cuses on topics of importance to society, such as the utiliza-

the average energy efficiency of a specified installed base for

tion of innovative technologies to improve living conditions,

that solution. We aim to achieve an overall CO2 abatement of

the enhancement of educational opportunities, climate

300 million metric tons with products and solutions installed

change, cultural developments and demographic change and

from the beginning of fiscal 2002 through the end of fiscal

began operations as an independent entity in fiscal 2009. We

2011. Products and solutions installed for our customers be-

transferred our programs Siemens Generation21 in the field of

tween fiscal 2002 and fiscal 2009 that are still in use reduce

education and Siemens Caring Hands in the area of social ser-

CO2 emissions by approximately 210 million metric tons per

vices to the foundation.

year. The annual carbon dioxide emission reduction generated
by products and solutions installed for our customers from the
beginning of fiscal 2002 to the present is shown below:
Annual CO2 reduction (in million metric tons CO2)

Overall annual reduction
compared to beginning of
fiscal 2002

FY 2009

Economic environment
Worldwide economic environment
Fiscal year 2009 was marked by the most serious global eco-

210

nomic crisis since the end of the Second World War. According

161

to IHS Global Insight, gross domestic product (GDP) began to
shrink in the fourth quarter of calendar year 2008, that is dur-

FY 2008

ing the first quarter of our fiscal year 2009, compared with the

Of this overall CO2 reduction a reduction of 49 million metric

same quarter of the previous year. In the two subsequent

tons per year was due to products and solutions sold by us in

quarters this trend intensified, with negative growth rates ex-

fiscal 2009. In fiscal 2008, products and solutions sold reduced

ceeding minus 3%. In the third quarter of calendar year 2009

CO2 emissions by 47 million metric tons on a comparable basis.

the contraction began to soften, with a negative growth rate of
slightly above 2%. Only for the last quarter of calendar year

60

The second aspect of Climate protection is improving resource

2009 do forecasts predict a modest improvement on the al-

efficiency and keeping emissions as low as possible in the con-

ready poor levels of the preceding year. Overall, IHS Global

duct of our own business. We currently aim to improve our

Insight anticipates a reduction of 2.1% in global economic out-
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put for calendar year 2009. The world economy was still regis-

cators pointing to economic improvement: The housing mar-

tered 2% growth in calendar year 2008.

ket is stabilizing, demand for investment goods and exports is
up, and industrial production is starting to increase once more

World real GDP growth1 (in %)
2005

2006

in a number of sectors of the economy. Essentially, this return
2007

2008

2009 2

to more positive development has been spurred on by a statesponsored economic stimulus program and the rescue mea-

4.1
3.5

sures taken in the banking sector, which have markedly eased

4.0

the situation in the financial markets.
2.0

(2.1)

1
2

According to IHS Global Insight as of October, 14, 2009; growth rates provided by
calendar year.
Estimate for calendar year 2009.

From a regional perspective, the sharpest GDP downturn in
2009, at minus 3.6%, was recorded in the region Europe, Com-

monwealth of Independent States (C.I.S.), Africa, Middle
East, the largest of Siemens’ three reporting regions. In the
previous year, this region grew by 1.9%. Germany ’s GDP, which
was up by 1.3% in 2008, is provisionally set to contract by 4.8%
during 2009. The decline in exports and falling machinery and
equipment spending had a particular impact here, whereas
private consumption, underpinned by state-run programs
such as short-time working benefits and auto scrappage
schemes, held up. The economic crisis has had a particularly
severe effect on a number of countries in Central and Eastern
Europe, as well as Russia, which suffered as a result of both the
crisis in the financial markets and lower raw material prices. In
the wake of lower commodity prices, but also in part due to the
crisis in real estate, growth in the Middle East, which was still
running at 6.1% in 2008, virtually came to a standstill in 2009.
In the Americas region, IHS Global Insight expects that a
growth rate of 1.2% during calendar year 2008 will be followed

Asia, Australia is the only region that continued to grow, albeit modestly, even in the midst of the global economic crisis.
For this region IHS Global Insight is projecting a 0.8% growth
in GDP in 2009, compared with a figure of 3.6% during the previous year. Meanwhile China’s growth continues almost unabated, with lower exports largely offset by the state’s economic stimulus packages. For calendar year 2009 IHS Global
Insight forecasts that China will grow by 8.1%, against 9% in
2008. India, too, is still growing significantly faster than the
region as a whole. Both private consumption and capital
spending continue to provide positive impetus for growth. In
2009 India’s GDP is set to grow by a provisional figure of 5.6%,
after a 6.1% increase during calendar year 2008.
For Siemens, as a supplier of plant and infrastructure equipment, the course of gross fixed investment, as a component of
GDP, is of major importance. Its development is particularly
vulnerable to cyclical fluctuations in the economy. IHS Global
Insight anticipates that after growth of 1.8% in 2008, gross
fixed investment will decline by 6.4% during 2009. The two regions generating our highest sales figures, Europe, C.I.S.,
Africa and Middle East, and the Americas, have been particularly severely impacted here. In the Europe, C.I.S., Africa,
Middle East region, the gross fixed investment figure will fall
by a provisional 10.9% year on year in 2009, while the Ameri-

cas region is expected to record a decline by as much as 11.5%
during 2009. Only the Asia, Australia region is expected to
have bucked the trend in 2009, registering a 3.4% increase in
gross fixed investment over the previous year’s level.

by a 2.4% fall in GDP in 2009. The U.S., where growth had al-

IHS Global Insight expects the value added manufacturing, in

ready fallen back to just 0.4% during the preceding year, is

which Siemens operates, to decline by 9.3 % in 2009 compared

provisionally set to register a decline in GDP of 2.5% for the cur-

to 2008.

rent calendar year. There are, nevertheless, a number of indi-
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The estimates and projections presented above for GDP and

Our main exposure to the prices of copper and related prod-

gross fixed investments are based upon a report dated October

ucts, and to steel and stainless steel, is in the Industry and

14, 2009 prepared by IHS Global Insight, the estimates and

Energy Sectors. Our main price exposure to aluminum is in

projections presented above for value added manufacturing

Industry. Additionally Siemens is generally exposed to energy

are based upon the recent report prepared by IHS Global In-

prices, both direct (electricity, gas, oil) and indirect (energy

sight in November 2009. The estimates and projection have

used in the manufacturing processes of suppliers).

not been independently verified by Siemens.
Siemens uses several options in order to reduce the risk in
We are also dependent on the development of raw material

project or product business, such as long-term contracting

prices. Key materials to which we have significant cost expo-

with suppliers, physical and financial hedging and price esca-

sure include copper, various grades and formats of steel, and

lation clauses with customers.

aluminum. In addition, within stainless steel we have considerable exposure related to nickel and chrome alloy materials.

Market development
According to market surveys by IHS Global Insight as of Sep-

Copper has been a highly speculative base metal in recent

tember 2009, capital expenditures within nearly all of the main

years. In July 2008, copper traded on the London metal ex-

branches served by our Sectors and Siemens IT Solutions and

change (LME) at US$8,985 per metric ton, the highest price for

Services declined in calendar year 2009 compared to 2008. For

the year. The financial crisis in the autumn of 2008 led to a cor-

comparison, all the branches increased their level of capital

rection in copper prices as demand fell and financial institu-

investment in 2008 by double-digit or high single-digit per-

tions pulled out of speculative positions. On December 24,

centage rates compared to the prior year.

2008, copper traded on the LME at US$2,770 per metric ton – a
reduction of nearly 70% within less than six months. The price

Within the markets served predominantly by our Industry Sec-

has rebounded since then, and at the end of fiscal 2009 copper

tor, capital expenditures in the oil and gas industry are ex-

traded around US$6,100 per metric ton.

pected to show the sharpest contraction in 2009 with a decline
of more than 20% compared to the prior year. The automotive

Steel markets were in a tight supply/demand balance up to mid-

industry is also expected to reduce capital investment signifi-

2008, with the highest price levels in July of that year. The melt-

cantly, resulting in an expected decline of about 16% compared

down of demand from the economic downturn brought global

to the prior year. Weaker overall demand, rising inventories

steel prices down by approximately 55% compared to the levels

and excess capacities will be only partially offset by scrapping

reached in July 2008 as measured by the CRUspi steel price in-

schemes in Western Europe and the U.S. The construction and

dex. Since the second calendar quarter of 2009, steel prices

real estate industries are expected to reduce capital expendi-

have slowly recovered due to reductions in supply and restock-

ture in 2009 by about 14%. Market contraction is driven by re-

ing on the demand side, and the CRUspi had risen by 23% at the

cession and the financial market crisis in mature economies

end of fiscal 2009 compared to the beginning of January 2009.

and also in several emerging countries. For the electrical and
electronics as well as the pulp and paper industries, the de-
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Aluminum traded on the LME at a year high of US$3,292 per

cline in capital expenditures in 2009 is estimated at about 10%.

metric ton in July of 2008. Prices came slowly down to

The reduction in investments in the transportation and infra-

US$1,253 per metric ton in February of 2009 due to weaker de-

structure industry and the wholesale and retail businesses is

mand and a substantial increase in inventories. Prices have

expected to be about 8% compared to the prior year. Other im-

been rising since then, reaching US$1,852 per metric ton at the

portant branches served mainly by Industry include the

end of fiscal 2009, due to an improving supply/demand bal-

chemicals industry, the metals and mining markets, the food

ance as well as increasing production costs for the energy-in-

and beverage industry weakened by a fall in consumer confi-

tensive material.

dence, and the transport equipment industry. All are expected
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to reduce capital expenditures by about 7% compared to 2008.
For the transportation services and the post and logistics businesses, the decline in investments in 2009 is estimated at

Fiscal 2009 –
Financial summary

about 6%. Investments in the machine building industry are

Siemens delivered a resilient performance in fiscal 2009. Oper-

expected to decline in nearly all countries of the world. These

ating in a contracting global economy struggling with the af-

declines are expected to be offset by strong growth in China,

termath of a major financial crisis, we had the competitive

which claims the world’s largest machine-building industry.

strength to generate revenue within 1% of the fiscal 2008 level.
The many streamlining initiatives we launched in fiscal 2008,

Our Energy Sector is also exposed to the adverse conditions in

particularly including our global SG&A reduction program, in-

certain markets described above for Industry, including the

creased our operating efficiency and helped us surpass our

chemicals, post and logistics, wholesale and retail, transporta-

mid-year outlook for Total Sectors profit. New orders declined

tion services and oil and gas industries. In addition, Energy is

16% year-over-year, as our overall market environment in-

affected by an expected decline in investments of about 7% in

cluded deep downturns in major world markets for industrial

the utilities markets, where the situation of the customers

production, customer postponements of major energy infra-

worsened together with deteriorating macroeconomic condi-

structure projects and growing uncertainty in the healthcare

tions in the first half of 2009.

equipment market. The order decrease year-over-year includes
our own divestment of non-strategic businesses, and as reces-

Capital expenditures within the international healthcare mar-

sionary conditions began to ease toward the end of fiscal 2009

kets, served by our Healthcare Sector, are expected to decline

we were well positioned to deliver our typically strong year-

by about 12% in 2009 compared to 2008. Capital expenditures

end quarter.

have declined in nearly all countries, with the strongest decreases coming in some of our most important markets includ-

Income from continuing operations and Net income were

ing the U.S. and Germany. The only country reporting a signifi-

strongly influenced by negative impacts related to our stake in

cant increase in healthcare capital expenditures in 2009 is

NSN. Equity investment losses related to NSN totaled €543 mil-

China.

lion during the year, and at the end of the fiscal year we took
an impairment of €1.634 billion on our stake in NSN based on a

The public sector, a major customer of offerings from our

review of its prospects in coming years. These impacts, re-

Siemens IT Solutions and Services business, is expected to

ported within our Equity Investments segment, were only

reduce its capital investment by about 8% compared to the

partly offset by a gain on the sale of our share of Fujitsu

prior year, despite government spending for stimulus pro-

Siemens Computers (Holding) B.V. (FSC).

grams. A similar decline is expected in the finance businesses.

Revenue remained stable year-over-year, at €76.651 billion.
On an organic basis, excluding the net effect of currency translation and portfolio transactions, revenue was unchanged.
The Energy and Healthcare Sectors competed successfully in
challenging markets, delivering higher revenue year-overyear. This growth was offset by a revenue decline in the Industry Sector resulting from recession-driven downturns in important markets such as factory automation, machine-building, automotive, construction and process industries as well
as divestments of non-strategic businesses. On a geographic
basis, revenue grew in the Americas and in Asia, Australia but
declined in Siemens’ largest reporting region which comprises
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Europe, the Commonwealth of Independent States (C.I.S.),

substantial profit turnarounds at the Fossil Power Generation

Africa, and the Middle East.

and Mobility Divisions. A year earlier, these Divisions posted
losses and took a combined total of more than €1 billion in

Revenue (in millions of €)
Siemens

Industry
Sector 1

project charges. At the Sector level, the Energy and Healthcare
Energy
Sector 1

Healthcare
Sector 1

Sectors increased their profit in fiscal 2009, on higher earnings
at all Divisions within Energy and at Healthcare’s two large

(1)%

Divisions, Imaging & IT and Diagnostics. Industry ’s profit de(7)%

clined year-over-year despite the improvement at Mobility, as

14%
7%

especially lower revenue and related factors reduced profit at
the other Divisions in the Sector.

76,651 77,327

35,043 37,653

FY 2009
1

25,793 22,577

11,927 11,170

FY 2008

Includes intersegment revenue.

Orders came in 16% lower, at €78.991 billion. On an organic
basis, orders were down 14% year-over-year. Orders in the Industry Sector declined due to the market conditions mentioned above, while orders in Energy were lower due in part to
customer postponements of large infrastructure projects. Orders were stable in Healthcare. While orders declined in all
three of Siemens’ reporting regions, the Asia, Australia region
saw the smallest drop-off in demand compared to fiscal 2008,
at 6%. The Sectors’ combined book-to-bill ratio for fiscal 2009
was 1.04 and the combined order backlog at the end of the
year stood at €81.2 billion.
New Orders (in millions of €)
Siemens

Industry
Sector 1

Energy
Sector 1

Healthcare
Sector 1

(16)%

(21)%

(10)%
1%

78,991 93,495

33,284 42,374

FY 2009
1

30,076 33,428

11,950 11,779

FY 2008

Includes intersegment orders.

Total Sectors profit rose to €7.466 billion. Total Sectors profit
– a measure of the combined profit from our three Sectors –
climbed 13% from €6.606 billion in the prior year, driven by

Income from continuing operations rose to €2.457 billion.
Basic earnings per share (EPS) rose to €2.60. A year earlier, income from continuing operations was €1.859 billion and basic
EPS from continuing operations was €1.91. Both periods included substantial negative profit impacts outside the Sectors.
The current year was burdened by impairment charges and
other losses related to NSN within our Equity Investments segment totaling €2.177 billion. A year earlier, the loss related to
NSN within Equity Investments was €119 million. Fiscal 2008
also included €1.081 billion (pre-tax) in charges for severance
under our global SG&A program, a provision of approximately
€1 billion (pre-tax) related to legal proceedings in the U.S. and
Germany that were resolved during fiscal 2009, and a one-time
endowment of €390 million (pre-tax) related to the establishment of the Siemens Stiftung (foundation) in Germany. Expenses for outside advisors engaged in connection with investigations into alleged violations of anti-corruption laws and
related matters as well as remediation activities fell to €95 million in fiscal 2009 from €430 million a year earlier.
Net income was €2.497 billion compared to €5.886 billion in
fiscal 2008. Basic EPS was €2.65 compared to €6.41 in fiscal
2008. The difference is due to discontinued operations, which
contributed €40 million to net income in fiscal 2009 compared
to €4.027 billion a year earlier. Fiscal 2008 income from discontinued operations included a divestment gain and operating
results related to Siemens VDO Automotive (SV) totaling approximately €5.5 billion, partly offset by a loss of approximately €1.0 billion associated with a transfer of 51% of Siemens
Enterprise Communications (SEN) into a joint venture.

B25G025_E
64

6 Reports Supervisory Board /
Managing Board

16 Corporate Governance

44 Management’s discussion and analysis

122 Consolidated Financial Statements

44 Business and operating environment

63 Fiscal 2009 – Financial summary

66 Results of operations

84 Financial position

Income and Profit (in millions of €)
Total
Sectors Profit

Income from continuing operations

Net income

13 %
(58)%
32 %

7,466

6,606

FY 2009

2,457

1,859

2,497

5,886

FY 2008

Free cash flow from continuing operations was €3.786 billion and the Cash conversion rate was above target. A year
earlier, free cash flow from continuing operations was €5.739
billion. The decline year-over-year includes lower billings in
excess as well as a substantial decrease in trade payables compared to a year earlier. In addition, fiscal 2009 included substantial cash outflows corresponding to charges to income
taken in fiscal 2008, particularly including those mentioned
above for Income from continuing operations and Total Sectors profit. Among these outflows were severance payments of
€796 million for the global SG&A program and other personnelrelated restructuring measures, €1.008 billion paid to authorities in the U.S. and Germany following resolution of legal proceedings, and substantial cash outflows stemming from project charges at Fossil Power Generation, Mobility and Siemens
IT Solutions and Services. The NSN impairment mentioned
above had no cash impact.

ROCE improved year-over-year. Return on capital employed
(ROCE) measures income from continuing operations (before
interest) as a percent of the average capital employed in those
operations. ROCE was 6.1% in fiscal 2009, up from 4.8% in fiscal
2008. The difference is due primarily to the increase in income
from continuing operations explained above. Average capital
employed increased only modestly compared to fiscal 2008.
Dividend. The Siemens Managing Board and Supervisory
Board have proposed a dividend of €1.60 per share. The prioryear dividend was also €1.60 per share.
Dividend per share (in €)

FY 2009

1.60 1

FY 2008

1.60

FY 2007

1.60

FY 2006

1.45

FY 2005

1.35

1 Proposed by the Managing Board in agreement with the Supervisory Board;
to be approved by the shareholders at the Annual Shareholders’ Meeting on
January 26, 2010.

Free cash flow (in millions of €)
Total Sectors

Continuing operations

Continuing and discontinued operations

(4)%
(34)%

7,606
FY 2009

7,942

3,786

5,739

(26)%

3,641

4,903

FY 2008

B25G027_E
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Results of operations
Results of Siemens
The following discussion presents selected information for
Siemens for the fiscal year ended September 30, 2009:

Order situation and revenue
In fiscal 2009, revenue declined 1% year-over-year, to €76.651
billion, while orders came in at €78.991 billion, down 16% from
the prior-year period. This resulted in a book-to-bill ratio of
1.03. On an organic basis, excluding the net effect of currency
translation and portfolio transactions, revenue came in level
with the prior year, while orders decreased 14%. Within the
full-year trend, we saw order intake declining in the second
half of fiscal 2009 compared to the first half due to the trends
in the global macroeconomic and financing environment de-

Orders related to external customers decreased 16% in fiscal
2009, driven by sharp declines in Industry and to a lesser extent in Energy. In the Industry Sector – our largest Sector – order intake decreased more than 20% compared to the high
level of the prior year. All Industry Divisions reported lower orders, led by declines at Drive Technologies, Industry Solutions
and Industry Automation. Due in part to customer postponements of potential new projects, the Energy Sector saw orders
fall 10% from the high level of fiscal 2008, driven primarily by
lower demand at Oil & Gas, Power Transmission and Fossil
Power Generation. In contrast, order intake increased at Renewable Energy, as the Division continued to win large contracts for offshore wind-farm projects. Orders rose modestly in
Healthcare, benefiting from positive currency translation effects from the U.S. In addition, orders at Other Operations declined significantly in the current period due primarily to substantial dispositions and other streamlining actions.

scribed in the section “Business and operating environment –
nificantly stabilized by our strong order backlog. Accordingly,

In the region Europe, C.I.S., Africa, Middle East – our largest
reporting region – orders declined 17%, including sharply

our book-to-bill ratio fell from 1.12 in the first six months to

lower order intake in Industry on decreases in all Divisions. In

0.94 in the second half of fiscal 2009. The total order backlog

most cases the declines were driven by macroeconomic condi-

for our three Sectors was €81.2 billion as of September 30,

tions. Lower order intake at Mobility in the region was due to

2009, slightly down from €83.1 billion a year earlier, due pri-

lower volume from major orders compared to the prior fiscal

marily to negative currency translation effects. Out of the cur-

year, which included Siemens’ largest-ever rolling stock order,

rent backlog, orders of €36 billion are expected to be converted

a €1.4 billion contract for more than 300 trains from the Bel-

into revenue during fiscal 2010, orders of €17 billion during

gian state railway system. Higher demand at Renewable En-

2011, and the remainder in the periods thereafter.

ergy, driven by a number of large orders in the current period,

Economic environment,” while revenue development was sig-

limited the drop in order intake in the Energy Sector in Europe,

New Orders (location of customer)
Year ended September 30,
2009
2008

(in millions of €)

Europe, C.I.S.2, Africa, Middle East
therein Germany

Currency

therein
Portfolio

45,696

55,229

(17)%

(13)%

(2)%

(2)%

12,307

14,434

(15)%

(13)%

0%

(2)%

19,935

24,010

(17)%

(21)%

5%

(1)%

therein U.S.

14,691

17,437

(16)%

(23)%

8%

(1)%

Asia, Australia

13,360

14,256

(6)%

(9)%

3%

0%

therein China

5,525

5,446

1%

(7)%

8%

0%

Americas

therein India
Siemens
1 Excluding currency translation and portfolio effects.
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% Change vs. previous year
Actual
Adjusted 1

2,309

2,268

2%

7%

(5)%

0%

78,991

93,495

(16)%

(14)%

0%

(2)%

2 Commonwealth of Independent States.
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Revenue (location of customer)
Year ended September 30,
2009
2008

(in millions of €)

Europe, C.I.S.2, Africa, Middle East
therein Germany

% Change vs. previous year
Actual
Adjusted 1

Currency

therein
Portfolio

43,288

44,895

(4)%

1%

(2)%

(3)%

11,525

12,797

(10)%

(8)%

0%

(2)%

20,754

20,107

3%

(3)%

7%

(1)%

therein U.S.

15,684

14,847

6%

(4)%

11%

(1)%

Asia, Australia

12,609

12,325

2%

(1)%

3%

0%

therein China

5,218

4,878

7%

(1)%

8%

0%

1,680

1,885

(11)%

(7)%

(5)%

1%

76,651

77,327

(1)%

0%

1%

(2)%

Americas

therein India
Siemens
1 Excluding currency translation and portfolio effects.

2 Commonwealth of Independent States.

C.I.S., Africa, Middle East to 4%. Healthcare orders came in

riod, including a number of major contract wins at Mobility as

near the level of the prior fiscal year in this region. In Germany,

well as significant positive currency translation effects. In In-

major contract wins at Mobility and Renewable Energy soft-

dia, lower demand in Industry was offset by a higher volume

ened the impact of a broad-based decline in other Divisions

from major orders at Power Transmission and Fossil Power

and streamlining actions at Other Operations. In the Americas,

Generation in fiscal 2009.

orders decreased 17% despite strong positive currency translation effects from the U.S. Within the region, the contraction of
order intake was strongest in Energy, due mainly to a lower
volume from major orders at Renewable Energy compared to
fiscal 2008. Orders in Industry also declined by double digits,
due in part to higher volume from large orders at Mobility in
the prior-year period. Healthcare orders came in just below the
prior-year level. In Asia, Australia, orders decreased 6%, as a
higher order intake in Healthcare was more than offset by declines in Industry and Energy, particularly at Industry Solutions, Drive Technologies, Oil & Gas and Power Distribution.
Order intake in China rose 1% compared to the prior-year pe-

Revenue related to external customers declined 1% in fiscal
2009, as lower revenue in Industry and streamlining actions
within Other Operations offset increases in Energy and Healthcare. The Industry Sector reported a revenue decrease of 7% on
lower sales in five of its six Divisions, led by double-digit declines at Industry Automation, Drive Technologies and OSRAM.
In contrast, revenue at Mobility rose 10% on increases in all regions. Fossil Power Generation and Renewable Energy were
the primary drivers for a 14% revenue increase in Energy, as
the Sector executed projects in its substantial order backlog.
Healthcare revenue rose 7% compared to fiscal 2008, due pri-

New Orders and Revenue by quarter (in millions of €)
New Orders

Revenue

Book-to-bill ratio

Q4 09

18,747

Q4 09

19,714

0.95

Q3 09

17,160

Q3 09

18,348

0.94

Q2 09

20,864

Q2 09

18,955

1.10

Q1 09

22,220

Q1 09

19,634

1.13

Q4 08

22,205

Q4 08

21,651

1.03

Q3 08

23,677

Q3 08

19,182

1.23

Q2 08

23,371

Q2 08

18,094

1.29

Q1 08

24,242

Q1 08

18,400

1.32
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marily to growth at Imaging & IT and Diagnostics as well as

Lower gross profit in Industry was due primarily to volume-

substantial positive currency translation effects.

driven declines at Industry Automation, Drive Technologies
and OSRAM as well as substantial severance charges in the

In Europe, C.I.S., Africa, Middle East, revenue declined 4%

current fiscal year. For comparison, in fiscal 2008 gross profit

year-over-year, held back by negative currency translation and

in Industry was held back by project charges at Mobility and

portfolio effects, the latter due mainly to streamlining of Other

charges related to structural initiatives at Mobility and OSRAM.

Operations. Revenue in the region rose by double digits in

Gross profit in Healthcare rose modestly year-over-year, de-

Energy and at a lower rate in Healthcare, and decreased in the

spite further charges of €169 million related to particle therapy

Industry Sector. Revenue in Germany declined 10% in fiscal

contracts. For comparison, in the prior year gross profit in

2009, due primarily to lower demand in the Industry Sector,

Healthcare was held back by substantial costs associated pri-

particularly in its short-cycle businesses, and streamlining ac-

marily with refocusing of certain business activities at Imag-

tions within Other Operations. In the Americas, revenue rose

ing & IT and charges related to particle therapy contracts at

3% due to significant positive currency translation effects from

Workflow & Solutions. In combination, these factors led to a

the U.S. Revenue growth in the region was strongest in the

slight decline in gross profit margin for Siemens overall, which

Energy Sector, including double-digit increases at Renewable

came in at 27.0% compared to 27.2% a year earlier.

Energy, Fossil Power Generation and Power Transmission.
Healthcare also reported higher revenues in the Americas,
while Industry came in below the level of fiscal 2008, driven by
declines at OSRAM, Industry Automation and Industry Solutions. Asia, Australia saw a 2% expansion in revenue on
growth in Healthcare and Energy. Revenue in Industry in this
region declined 2% compared to the prior-year level. Revenue
growth in China was due primarily to positive currency translation effects. Revenue declined in India driven by lower sales at

Gross profit on revenue
as percentage of revenue

(3,900)

(3,784)

as percentage of revenue

5.1%

4.9%

Marketing, selling and
general administrative
expenses
as percentage of revenue
Other operating expense
Income (loss) from investments accounted for using
the equity method, net

Consolidated Statements of Income

Year ended September 30,
2009
2008

20,710

21,043

27.0%

27.2%

% Change

Year ended September 30,
2009
2008

Research and development
expenses

Other operating income

Drive Technologies and Oil & Gas.

(in millions of €)

(in millions of €)

Financial income
(expense), net

% Change

3%
–

(10,896)

(13,586)

14.2%

17.6%

–

1,065

1,047

2%

(632)

(2,228)

(20)%

(72)%

(1,946)

260

–

(510)

122

–

(2)%

R&D expenses increased to €3.900 billion, or 5.1% of revenue,
from €3.784 billion, or 4.9% of revenue a year earlier, due pri-
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Gross profit for fiscal 2009 decreased 2% compared to the

marily to higher outlays in Energy. SG&A expenses declined

prior-year period, as a strong gross profit increase in the

substantially to €10.896 billion, or 14.2% of revenue, from

Energy Sector was more than offset by other factors, including

€13.586 billion, or 17.6% of revenue in the prior-year period, in-

substantially lower gross profit in Industry and a sharp drop at

cluding lower expenses in all Sectors. The change year-over-

Other Operations due to the streamlining actions. Higher

year also includes substantial expenses in the prior year re-

gross profit in the Energy Sector was due primarily to Fossil

lated to our global SG&A program, as the majority of the €1.081

Power Generation where gross profit in the prior year was re-

billion in severance charges related to this program were re-

duced by substantial project charges, and also included vol-

corded as SG&A expenses in fiscal 2008. During fiscal 2009, we

ume-driven growth in gross profit at the majority of Divisions.

already achieved the annual savings target under our global
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SG&A program originally set for fiscal 2010, despite additional
severance charges recorded in the current period. For further
information regarding the program successfully completed at
the end of the fiscal year, see “Business and operating environment – Strategy – Important corporate programs and initiatives – Global SG&A program.”

Other operating income for fiscal 2009 was €1.065 billion,
compared to €1.047 billion in the prior year. The current year
included a gain of €327 million on the sale of our stake in
Fujitsu Siemens Computers (Holding) B.V. (FSC). In addition,
gains from sales of real estate were also slightly higher yearover-year, including a gain of €224 million from the sale of residential real estate holdings. For comparison, the prior year in-

Income from investments accounted for using the equity
method, net was a negative €1.946 billion, down from a positive €260 million in the prior-year period. The difference was
due primarily to an equity investment loss of €2.177 billion in
the current fiscal year related to NSN, compared to a loss of
€119 million a year earlier. This equity investment loss in fiscal
2009 includes an impairment of €1.634 billion on our stake in
NSN recorded in the fourth quarter, as well as a loss of €543
million, including our share in restructuring and integration
costs as well as a significant impairment of deferred tax assets
at NSN. The current period also included an equity investment
loss of €171 million related to EN. In addition, equity investment income related to our stakes in BSH and KMW was €195
million in fiscal 2009, down from €242 million a year earlier.

cluded a pre-tax net gain of €131 million on the sale of the
wireless modules business at Industry Automation and a €130
million pre-tax net gain on the sale of the Global Tungsten &
Powders unit at OSRAM. In addition, fiscal 2008 benefited from
the release of an accrual of €38 million related to Italian electrical utility Enel.

Other operating expense came in substantially below the
level of the prior-year period. The difference year-over-year is
due primarily to a provision of approximately €1 billion in fiscal
2008 related to legal proceedings in the U.S. and Germany that

Financial income (expense), net decreased to a negative
€510 million in fiscal 2009, down from a positive €122 million a
year earlier. This change is due mainly to Income (expense)
from pension plans and similar commitments, net, which
swung from a positive €136 million in the prior year to a negative €227 million in fiscal 2009, due to lower expected return
on plan assets and higher interest cost. The current period also
includes higher expenses related to the interest component
from measuring provisions as well as higher expenses for allowances and write-offs of finance receivables.

were resolved during fiscal 2009. The prior year also included a
one-time endowment of €390 million coinciding with the establishment of the Siemens Stiftung (foundation). Expenses
for outside advisors engaged in connection with investigations into alleged violations of anti-corruption laws and related
matters as well as remediation activities fell sharply year-overyear, to €95 million from €430 million a year earlier. Impairments of goodwill were also lower in the current period, as the
prior year included a goodwill impairment of €70 million related to a building and infrastructure business, 50% of which
was divested in fiscal 2008. In contrast, fiscal 2009 included a
charge of €53 million related to a global settlement agreement
with the World Bank Group, valuation allowances on loans and
expenses related to the divestment of an industrial manufacturing unit in Austria, which was included in Other Operations.

(in millions of €)

Income from continuing
operations before income
taxes
Income taxes
as percentage of income
from continuing operations
before income taxes
Income from continuing
operations
Income from
discontinued operations,
net of income taxes

Year ended September 30,
2009
2008

% Change

3,891

2,874

35%

(1,434)

(1,015)

41%

37%

35%

–

2,457

1,859

32%

40

4,027

(99)%

2,497

5,886

(58)%

Net income attributable
to minority interest

205

161

–

Net income attributable
to shareholders
of Siemens AG

2,292

5,725

(60)%

Net income
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Income from continuing operations before income taxes
was €3.891 billion for the current fiscal year, compared to
€2.874 billion a year earlier. The change year-over-year was
due to the factors mentioned above, primarily the broad-based
reduction in SG&A expenses and the provision accrued in fiscal
2008 for legal and regulatory matters, partly offset by our fiscal
2009 equity investment loss related to NSN and a negative
swing in Financial income. The effective tax rate on income
from continuing operations was 37% in fiscal 2009, up from
35% in the prior year. The current-year rate was adversely affected by the significant negative swing in Income (loss) from
investments accounted for using the equity method, net, primarily due to NSN, partly offset by the tax-free gain on the sale
of our stake in FSC. For comparison, the tax rate in the prior
year was adversely affected by the provision for legal and regulatory matters mentioned above. As a result, income from continuing operations after taxes was €2.457 billion, up from
€1.859 billion in fiscal 2008.
Discontinued operations include former Com activities as
well as SV, which was sold to Continental AG in the first quarter of fiscal 2008. The former Com activities include the enterprise networks business, 51% of which was divested during the

70

fourth quarter of fiscal 2008; telecommunications carrier activities transferred into NSN in the third quarter of fiscal 2007;
and the mobile devices business sold to BenQ Corporation in
fiscal 2005. Income from discontinued operations in fiscal
2009 was €40 million, compared to €4.027 billion a year earlier.
The difference is due mainly to €5.5 billion in the prior-year
period related to SV, including operating results along with a
substantial gain on the sale of the business. This positive contribution in fiscal 2008 was partly offset by negative effects related to former Com activities amounting to €1.433 billion, including a preliminary loss related to the divestment of the enterprise networks business of approximately €1.0 billion and
severance charges and impairments of long-lived assets at the
enterprise networks business. For additional information regarding discontinued operations, see “Notes to Consolidated
Financial Statements.”

Net income for Siemens in fiscal 2009 was €2.497 billion,
compared to €5.886 billion a year earlier, with the difference
due primarily to discontinued operations as discussed above.
Net income attributable to shareholders of Siemens AG was
€2.292 billion, down from €5.725 billion in the prior-year period.
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Segment information analysis
Sectors
Industry
Sector

(in millions of €)

Year ended September 30,
2009
2008

Profit

2,701

3,947

7.7%

10.5%

Profit margin

Actual

% Change
Adjusted 1

Currency

therein
Portfolio

(32)%

New orders

33,284

42,374

(21)%

(22)%

1%

0%

Total revenue

35,043

37,653

(7)%

(8)%

1%

0%

33,915

36,526

(7)%

19,243

21,301

(10)%

6,636

7,434

(11)%

Americas

8,323

8,763

(5)%

Asia, Australia

6,349

6,462

(2)%

External revenue
Therein:
Europe, C.I.S.2, Africa, Middle East
Therein Germany

1 Excluding currency translation and portfolio effects.

2 Commonwealth of Independent States.

Industry faced severe challenges from the worldwide eco-

2009, down from €31.7 billion a year earlier. Out of the current

nomic downturn in fiscal 2009, including significant slow-

backlog, orders of €13 billion are expected to be converted into

downs in major markets such as factory automation, machine-

revenue during fiscal 2010, orders of €6 billion during 2011,

building, automotive, construction, and various process in-

and the remainder in the periods thereafter.

dustries. Shorter-cycle manufacturing-related markets were
the first to show demand declines from the recession, with

Falling revenue and corresponding adverse effects on capacity

corresponding adverse affects for the Industry Automation,

utilization and revenue mix took Industry ’s profit down by a

Drive Technologies and OSRAM Divisions. By the end of fiscal

third compared to fiscal 2008. Mobility was the only Division

2009, the recession’s effects began to reach Industry ’s longer-

that improved profit and profitability year-over-year. Industry

cycle businesses as well, with the exception of Mobility. The

initiated cost-cutting programs, capacity adjustment mea-

Sector’s order backlog had a stabilizing effect, yet revenue for

sures and structural initiatives aimed at restoring profitable

Industry overall was 7% lower year over-year. Orders declined

growth. In the fourth quarter of fiscal 2009, these efforts en-

21% on reduced customer demand at all Divisions particularly

tailed €173 million in net charges for severance and an addi-

including Drive Technologies, Industry Solutions and Industry

tional €40 million at OSRAM for major impairments and inven-

Automation. On a geographic basis, both orders and revenue

tory write-downs. In the prior year, gains from the sale of busi-

declined in all regions, with the sharpest drops coming in the

nesses partially offset project related charges at Mobility as

Sector’s largest region, Europe, C.I.S., Africa, Middle East. In-

well as structural initiatives at OSRAM and Mobility.

dustry ’s order backlog was €27.8 billion at the end of fiscal
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New Orders by Divisions
Year ended September 30,
2009
2008

(in millions of €)

Actual

% Change
Adjusted 1

Currency

therein
Portfolio

(2)%

Industry Automation

6,766

8,945

(24)%

(23)%

1%

Drive Technologies

6,511

9,425

(31)%

(32)%

1%

0%

Building Technologies

5,884

6,333

(7)%

(10)%

2%

1%
(2)%

OSRAM

4,036

4,624

(13)%

(13)%

2%

Industry Solutions

6,101

8,415

(27)%

(28)%

0%

1%

Mobility

6,766

7,842

(14)%

(14)%

0%

0%

Year ended September 30,
2009
2008

Actual

% Change
Adjusted 1

Currency

therein
Portfolio

(2)%

1 Excluding currency translation and portfolio effects.

Revenue by Divisions

(in millions of €)

Industry Automation

7,039

8,699

(19)%

(18)%

1%

Drive Technologies

7,526

8,434

(11)%

(12)%

1%

0%

Building Technologies

5,934

5,984

(1)%

(4)%

2%

1%
(2)%

OSRAM

4,036

4,624

(13)%

(13)%

2%

Industry Solutions

6,804

7,106

(4)%

(6)%

1%

1%

Mobility

6,442

5,841

10%

11%

(1)%

0%

1 Excluding currency translation and portfolio effects.

Profit and Profit Margin by Divisions
Profit
(in millions of €)

Industry Automation

639

1,606

(60)%

9.1%

18.5%

Drive Technologies

836

1,279

(35)%

11.1%

15.2%

Building Technologies

382

466

(18)%

6.4%

7.8%

89

401

(78)%

2.2%

8.7%

Industry Solutions

360

439

(18)%

5.3%

6.2%

Mobility

390

(230)

–

6.1%

(3.9)%

OSRAM

72

Profit Margin
Year ended September 30,
2009
2008

Year ended September 30,
2009
2008

% Change

A deep downturn of Industry Automation’s large factory auto-

pre-tax net gain on a Divisional level of €125 million from the

mation markets in fiscal 2009 took the Division’s revenue and

sale of Industry Automation’s wireless modules business as

orders down 19% and 24%, respectively, compared to the prior

well as a gain of €38 million from the sale of another business.

year. All three regions reported double-digit percentage declines,

Both periods under review included purchase price accounting

with the strongest decrease in Europe, C.I.S., Africa, Middle East.

(PPA) effects from the acquisition of UGS Corp., acquired in fis-

Despite successful cost-cutting efforts, profit fell 60% compared

cal 2007. PPA effects were €138 million in fiscal 2009 and €145

to the strong prior year, burdened by lower capacity utilization

million a year earlier. Prior year profit also included integration

and a less favorable business mix. In the fourth quarter, the Di-

costs of €17 million. Effective with the beginning of fiscal 2010,

vision took net severance charges of €24 million for capacity

the Division’s low-voltage switchgear business is transferred

adjustment measures. Profit in the prior year benefited from a

to the Building Technologies Division.

B25T009_E
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Drive Technologies was strongly affected by a downturn in
the machine building industry in fiscal 2009. At the end of the
current fiscal year, delayed effects of the economic downturn
also began to reach the long-cycle businesses of the Division.
As a result, orders declined 31% from the prior-year level and
revenue was down 11%, with the strongest declines in Europe,
C.I.S., Africa, Middle East. Lower capacity utilization, a less favorable product mix and net severance charges of €30 million
in the fourth quarter combined to reduce profit 35% compared
to the strong fiscal 2008. Both periods included margin impacts related to the Division’s purchase of Flender Holding
GmbH in fiscal 2005. PPA effects in fiscal 2009 were €36 million
and are expected to remain at this level in the next fiscal year,
while PPA effects in the prior year were €38 million. Following
a strategic review, the electronics assembly systems business,
for which Siemens initiated a carve-out during fiscal 2008, was
classified as held for disposal and management responsibility
was transferred from Drive Technologies to Other Operations
during fiscal 2009. The presentation of prior-year financial information has been reclassified accordingly.

periods included charges related to structural initiatives. While

Building Technologies kept revenue in fiscal 2009 stable com-

Mobility increased fiscal 2009 revenue 10% compared to the
prior year, including higher revenue in all regions. Orders were
14% lower than a year earlier, when Mobility took in its largestever rolling stock order for more than 300 trains worth €1.4
billion. On a geographic basis, orders declined in Europe,
C.I.S., Africa, Middle East, which included the large order just
mentioned for the prior year, and the Americas. Demand in
Asia, Australia increased sharply year-over-year, including a
particularly large train order in China. Mobility delivered fiscal
2009 profit of €390 million compared to a loss of €230 million a
year earlier. This change stemmed in part from execution of
the Division’s “Mobility in Motion” program. A year earlier this
program resulted in costs of €151 million, primarily for severance charges and impairments. Profit in the prior year was also
burdened by charges of €209 million related to major projects
in the second quarter, provisions related primarily to projects
in the rail automation business, and further charges of €32
million for the Combino railcar business. At the beginning of
fiscal 2010, Mobility sold its airfield lighting business.

pared to the prior year, as the Division nearly offset a decline in
Europe, C.I.S., Africa, Middle East with higher revenue in the
Americas year-over-year. New orders declined 7% compared to
fiscal 2008, due to a general slowdown in the commercial construction markets, particularly in Europe, C.I.S., Africa, Middle
East and the Americas. Reduced economies of scale and a less
favorable business mix, combined with €26 million in net
charges for severance programs in the fourth quarter, reduced
profit by 18% year-over-year. As mentioned above, the lowvoltage switchgear business has been transferred from the
Industry Automation Division to Building Technologies beginning of fiscal 2010.
In fiscal 2009, revenue at OSRAM decreased 13% compared to
the prior year on lower revenue in all its businesses. On a geographic basis, the strongest declines came from Europe, C.I.S.,
Africa, Middle East and the Americas. Lower capacity utilization sharply reduced profit in the current period. Profit in both

charges in the current period comprised €18 million in net
severance charges and €40 million for major impairments and
inventory write-downs taken in the fourth quarter, impacts including severance charges and impairments in the prior-year
period were offset by a €130 million net gain on the sale of the
Division’s Global Tungsten & Powders unit.
While order intake in fiscal 2009 at Industry Solutions declined sharply compared to the prior-year, the Division’s order
backlog had a stabilizing effect on revenue and profit. The
strongest order declines came in Europe, C.I.S., Africa, Middle
East and Asia, Australia. Revenue came in 4% lower than in fiscal 2008, including higher revenue in Asia, Australia. Profit in
the current period declined 18%, as the Division took net severance charges of €69 million in the fourth quarter. Prior-year
profit benefited from a €30 million gain on the sale of the Division’s hydrocarbon service business. Siemens intends to carve
out Industry Solutions’ electronic design and manufacturing
business in fiscal 2010.
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Energy
Sector
Year ended September 30,
2009
2008

Actual

Profit

3,315

1,434

131%

Profit margin

12.9%

6.4%

(in millions of €)

% Change
Adjusted 1

Currency

therein
Portfolio

New orders

30,076

33,428

(10)%

(9)%

(1)%

0%

Total revenue

25,793

22,577

14%

14%

0%

0%

25,405

22,191

14%

14,715

12,722

16%

1,905

1,890

1%

Americas

6,552

5,643

16%

Asia, Australia

4,138

3,826

8%

External revenue
Therein:
Europe, C.I.S.2, Africa, Middle East
Therein Germany

1 Excluding currency translation and portfolio effects.

2 Commonwealth of Independent States.

The Energy Sector turned in a strong performance in fiscal

contributed revenue increases year-over-year. Due in part to

2009, with all Divisions delivering strong profit increases com-

customer postponements of potential new projects against

pared to the prior year. Sector profit improved to €3.315 billion

the background of the global macroeconomic and financial

from €1.434 billion a year earlier, making Energy the top profit

crisis, order intake decreased 10% from a high basis of com-

contributor among the Sectors. Profit growth year-over-year

parison a year earlier. Within fiscal 2009, Energy saw its longer-

included a strong profit rebound at Fossil Power Generation.

cycle businesses become increasingly affected by deteriorat-

For comparison, the Division’s prior-year results were bur-

ing macroeconomic conditions. On a book-to-bill ratio of 1.17,

dened by €559 million in second-quarter project charges as

the Sector’s order backlog rose to €47.1 billion at the end of fis-

well as additional project charges totaling more than €300 mil-

cal 2009, up from €44.6 billion a year earlier. Out of the current

lion taken in the first and fourth quarters of fiscal 2008. Sector

backlog, orders of €20 billion are expected to be converted into

profit in the current fiscal year also rose on substantially lower

revenue during fiscal 2010, orders of €10 billion during 2011,

SG&A expenses at Power Transmission, Power Distribution,

and the remainder in the periods thereafter. On a geographic

Oil & Gas and Fossil Power Generation.

basis, revenue grew in all three regions, with the strongest increases in Europe, C.I.S., Africa, Middle East and in the Ameri-

Energy produced revenue growth of 14% in fiscal 2009 by exe-

cas. Order intake declined across the three regions, with the

cuting projects in its substantial order backlog. Led by Fossil

strongest contraction in the Americas.

Power Generation and Renewable Energy, all Energy Divisions

B25T012_E
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New Orders by Divisions
Year ended September 30,
2009
2008

(in millions of €)

Fossil Power Generation
Renewable Energy

Actual

% Change
Adjusted 1

Currency

therein
Portfolio

12,135

12,993

(7)%

(8)%

1%

0%

4,823

4,434

9%

16%

(7)%

0%
(1)%

Oil & Gas

4,450

5,630

(21)%

(18)%

(2)%

Power Transmission

6,324

7,290

(13)%

(12)%

(1)%

0%

Power Distribution

3,018

3,578

(16)%

(14)%

(2)%

0%

Year ended September 30,
2009
2008

Actual

% Change
Adjusted 1

Currency

therein
Portfolio

1 Excluding currency translation and portfolio effects.

Revenue by Divisions

(in millions of €)

Fossil Power Generation

9,802

8,171

20%

18%

2%

0%

Renewable Energy

2,935

2,092

40%

39%

1%

0%
(1)%

Oil & Gas

4,276

4,038

6%

10%

(3)%

Power Transmission

6,172

5,497

12%

12%

0%

0%

Power Distribution

3,284

3,211

2%

4%

(2)%

0%

1 Excluding currency translation and portfolio effects.

Profit and Profit Margin by Divisions
Profit
(in millions of €)

Year ended September 30,
2009
2008

% Change

–

13.0%

(1.1)%

Renewable Energy

382

242

58%

13.0%

11.6%

Oil & Gas

499

351

42%

11.7%

8.7%

Power Transmission

725

565

28%

11.7%

10.3%

Power Distribution

435

369

18%

13.2%

11.5%

Fossil Power Generation

1,275

Fossil Power Generation led all Siemens Divisions with €1.275
billion in profit for fiscal 2009, combining higher revenue with
economies of scale, improved project execution and an improved revenue mix, including a higher contribution from the
products business. The loss of €89 million in the prior year included the substantial project charges mentioned above for
the Sector, particularly charges of €344 million related to a
technologically advanced project in Olkiluoto, Finland. In addition, fiscal 2008 included negative equity investment income
of €26 million related to Energy ’s equity stake in Areva NP
S.A.S., which was also substantially affected by the project in

(89)

Profit Margin
Year ended September 30,
2009
2008

Finland. Since the second quarter of fiscal 2009, this equity
stake is accounted for as held for disposal, following the
Energy Sector’s announced intention to exit the Areva NP
S.A.S. joint venture. Revenue at Fossil Power Generation rose
20% on higher sales in all regions, led by increases in the
Europe, C.I.S., Africa, Middle East region and the Americas.
Due to adverse macroeconomic and financing conditions, the
Division’s orders came in below the prior-year level. The decline was driven by substantially lower demand in Europe,

B25T013_E

C.I.S., Africa, Middle East, including lower volume from major
orders.
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Profit at Renewable Energy climbed to €382 million from €242

on growth in the Americas and in Europe, C.I.S., Africa, Middle

million in fiscal 2008, driven by economies of scale on a 40%

East, as the Division converted orders from its backlog into

increase in revenue. Orders in the Division came in above the

current business. In contrast, order intake slowed substan-

prior-year level, as higher order intake in Europe, C.I.S., Africa,

tially in the current period, as customers delayed new projects.

Middle East more than offset lower demand in the Americas
region, where the Division took in a higher volume from major

Power Transmission posted profit of €725 million in fiscal

orders in the prior-year period. Order development in both re-

2009, up 28% from the prior year on revenue increases in all

gions was significantly influenced by large offshore wind-farm

three regions. Due to customer postponements of potential

projects with long lead times between order intake and reve-

new projects, the Division reported a double-digit decline in

nue recognition. In the first quarter of fiscal 2010, Renewable

orders compared to the strong prior year.

Energy completed the acquisition of 100% of Solel Solar Systems, a solar thermal power technology company, to

Power Distribution grew profit 18%, to €435 million. Order in-

strengthen its position in the expanding market of solar ther-

take fell 16% on lower year-over-year orders in all four quarters,

mal power. The acquisition costs (cash and debt free), amount

due primarily to weaker demand among the Division’s indus-

to approximately €280 million in cash consideration.

trial customers. Revenue at Power Distribution came in just
above the prior-year level, as growth in the first two quarters

Oil & Gas brought in €499 million in profits in fiscal 2009, up
from €351 million a year earlier, including higher contributions
from all business units. Revenue increased 6% year-over-year

was nearly offset by lower year-over-year sales in the second
half of fiscal 2009.

Healthcare
Sector
Year ended September 30,
2009
2008

(in millions of €)

Profit

1,450

1,225

Profit margin

12.2%

11.0%

Actual

% Change
Adjusted 1

Currency

therein
Portfolio

18%

New orders

11,950

11,779

1%

(3)%

3%

1%

Total revenue

11,927

11,170

7%

2%

4%

1%

11,864

11,116

7%

4,724

4,537

4%

1,072

980

9%

Americas

5,153

4,861

6%

Asia, Australia

1,986

1,718

16%

External revenue
Therein:
Europe, C.I.S.2, Africa, Middle East
Therein Germany

1 Excluding currency translation and portfolio effects.
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2 Commonwealth of Independent States.

The market environment for the Healthcare Sector included

in developed nations. Against this backdrop, Healthcare in-

the contraction in healthcare equipment spending mentioned

creased revenue and orders 7% and 1%, respectively. On an or-

earlier (see ”Business and operating environment – Economic

ganic basis, particularly excluding strong positive currency

environment – Market development“) as well as reduced avail-

translation effects, revenue rose 2% and orders came in 3%

ability of credit for financing equipment purchases and uncer-

lower than a year earlier. On a geographic basis, revenue

tainty created by healthcare reform efforts and budget deficits

grew in all three regions, including a 16% rise in Asia, Australia.
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Orders rose even faster in Asia, Australia, offsetting modest

to progress with integration of acquisitions in the Diagnostics

declines in other regions. Healthcare’s book-to-bill ratio was

Division. PPA effects and integration costs at Diagnostics fell to

just above 1 for fiscal 2009, and its order backlog at the end of

€248 million, equivalent to 2.0 percentage points of Sector

the year stood at €6.3 billion compared to €6.8 billion a year

profit margin in fiscal 2009. A year earlier Diagnostics recorded

earlier. Of the Sector’s current backlog, orders of €3 billion are

a total of €344 million in PPA and integration costs, equivalent

expected to be converted into revenue during fiscal 2010, or-

to 3.1 percentage points of Sector profit margin. The difference

ders of €1 billion during fiscal 2011, and the remainder in the

year-over-year is due to lower integration costs. Both years un-

periods thereafter.

der review include negative profit impacts, totaling €169 million in charges at Workflow & Solutions in the current year and

Healthcare posted Sector profit of €1.450 billion in fiscal 2009,

€174 million in costs and charges at Workflow & Solutions and

up 18% from the prior-year level. This increase was in part due

Imaging & IT in the prior year.

New Orders by Divisions
Year ended September 30,
2009
2008

(in millions of €)

% Change
Adjusted 1

Actual

Currency

therein
Portfolio

Imaging & IT

7,143

7,243

(1)%

(5)%

4%

0%

Workflow & Solutions

1,553

1,653

(6)%

(8)%

2%

0%

Diagnostics

3,479

3,195

9%

1%

4%

4%

Year ended September 30,
2009
2008

Actual

% Change
Adjusted 1

Currency

therein
Portfolio

1 Excluding currency translation and portfolio effects.

Revenue by Divisions

(in millions of €)

Imaging & IT

7,152

6,811

5%

1%

4%

0%

Workflow & Solutions

1,515

1,490

2%

(1)%

2%

1%

Diagnostics

3,490

3,185

10%

2%

4%

4%

1 Excluding currency translation and portfolio effects.

Profit and Profit Margin by Divisions
Profit
(in millions of €)

Year ended September 30,
2009
2008

899

% Change

29%

16.2%

13.2%

Workflow & Solutions

(53)

66

–

(3.5)%

4.4%

Diagnostics

338

248

36%

9.7%

7.8%

Imaging & IT

1,161

Profit Margin
Year ended September 30,
2009
2008

Imaging & IT contributed a profit of €1.161 billion in fiscal 2009,

business activities. Revenue and order development matched

up 29% from the prior-year level on a more favorable product

the general development for Healthcare overall, with revenue

mix that included significant contributions from new products

rising and orders coming in close to the prior-year level on

introduced in the current year. Fiscal 2008 profit was held back

particular strength in Asia, Australia and positive currency

by €90 million of the negative profit impacts mentioned above

translation effects.

for the Sector, consisting primarily of severance charges, impairments and related costs following the review of certain
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Workflow & Solutions posted a loss of €53 million, including

Equity Investments

the charges of €169 million mentioned above related to signifi-

Equity Investments includes investments accounted for using

cant technical development challenges and delays associated

the equity method or at cost and available-for-sale financial

with particle therapy contracts. In fiscal 2008, the Division de-

assets not allocated to a Sector or Cross-Sector Business for

livered a profit of €66 million despite €81 million of the nega-

strategic reasons. As of September 30, 2009, the reportable

tive profit impacts, mainly related to the particle therapy con-

segment Equity Investments mainly comprised our invest-

tracts mentioned above for the Sector. Fiscal 2009 revenue

ments in NSN, BSH, our stake in EN and our investment in KMW.

was up 2%. Orders came in below the prior-year level.
In fiscal 2009, Equity Investments recorded a loss of €1.851 bilProfit at Diagnostics was €338 million, up 36% from the prior-

lion compared to a profit of €95 million a year earlier. The major

year level. The increase was driven by higher revenue and the

factor in this decline was NSN that has been tested for impair-

reduction in integration costs mentioned above. PPA effects

ment. The main triggering events were NSN’s loss of market

were €181 million and integration costs were €67 million in fis-

share as well as a decrease in the product business operations

cal 2009, reducing the Division’s profit margin by 7.1 percent-

resulting in significantly adjusted financial forecasts of future

age points. A year earlier, PPA effects were €176 million (includ-

cash flows of NSN. As a result, we took an impairment of €1.634

ing €7 million of inventory step-up charges) and integration

billion on our investment in NSN at the end of fiscal 2009. Fur-

costs were €168 million, reducing Diagnostics’ profit margin by

thermore, NSN took restructuring charges and integration

10.8 percentage points. Fiscal 2009 revenue and orders rose

costs of €507 million as well as an additional charge of €432

10% and 9%, respectively, from prior-year levels, benefiting

million to tax expense to provide a valuation allowance on

strongly from positive currency translation and portfolio effects.

NSN’ deferred tax assets during the current period. These factors led to an equity investment loss related to our stake in
NSN of €2.177 billion in fiscal 2009. In the prior-year period,
NSN incurred restructuring charges and integration costs of
€480 million. The equity investment loss related to our stake in
NSN was €119 million in fiscal 2008. In fiscal 2009, EN incurred
an operating loss and took restructuring charges. As a result,
we incurred a loss of €171 million from our investment in EN.
The increasing equity investment loss from our investment in
NSN and the loss from our stake in EN were only partly offset
by a gain of €327 million from the sale of our stake in FSC in the
current period. In fiscal 2009, equity investment income related to our stakes in BSH and KMW was €195 million, down
from €242 million a year earlier. We expect profit from Equity
Investments to remain volatile including due to effects stemming from NSN’s announced measures to reduce operating
expenses and production overheads in the coming two years.
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Cross-Sector Businesses
Siemens IT Solutions and Services

Year ended September 30,
2009
2008

(in millions of €)

Profit
Profit margin

90

144

1.9%

2.7%

Actual

% Change
Adjusted 1

therein
Portfolio

Currency

(38)%

New orders

4,501

5,272

(15)%

(10)%

(2)%

(3)%

Total revenue

4,686

5,325

(12)%

(8)%

(1)%

(3)%

3,580

3,845

(7)%

3,129

3,326

(6)%

1,307

1,451

(10)%

399

430

(7)%

52

89

(42)%

External revenue
Therein:
Europe, C.I.S.2, Africa, Middle East
Therein Germany
Americas
Asia, Australia
1 Excluding currency translation and portfolio effects.

2 Commonwealth of Independent States.

Orders and revenue for Siemens IT Solutions and Services

impacted by the factors mentioned for volume, as well as mea-

declined by 15% and 12% year-over-year, respectively, due to

sures to reduce IT costs for Siemens and €22 million in net sev-

increasingly challenging external markets in the course of the

erance charges during the fourth quarter. Both periods in-

fiscal year and streamlined internal business with Siemens.
Profit for fiscal 2009 was €90 million compared to €144 million

cluded charges related to large projects in the UK. Those
charges were significantly higher in the prior-year period when

a year earlier. Profit development in the current period was

they resulted in a net negative effect on profit of €76 million.

Siemens Financial Services (SFS)

The following table provides further information on the capital
structure of SFS as of September 30, 2009 and 2008:

(in millions of €)

Income before income taxes
Total assets

Year ended September 30,
2009
2008

% Change
2009

September 30,
2008

Allocated equity

1,243

1,113

Total debt

9,521

9,359

9,455

9,233

304

286

6%

(in millions of €)

11,704

11,328

3%

Therein intragroup financing

In fiscal 2009, profit (defined as income before income taxes)
at SFS increased to €304 million compared to €286 million in
the prior year. The current period included higher interest re-

66

126

Debt to equity ratio

7.66

8.41

Cash and cash equivalents

136

28

Therein debt from external sources

sults as well as higher results from internal services and the
equity business including the reversal of an impairment on an
investment of €51 million, posted in a previous year. These

Both Moody ’s and Standard & Poor’s view SFS as a captive fi-

higher results were partly offset by an increase in loss reserves

nance company. These ratings agencies generally recognize

in the commercial finance business. Total assets rose slightly,

and accept higher levels of debt attributable to captive finance

to €11.704 billion.

subsidiaries in determining long-term and short-term credit

B25T020_E

ratings.
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The allocated equity for SFS is primarily determined and influ-

Europe, primarily for severance. Within this total, the divest-

enced by the size and quality of its portfolio of commercial

ment of SHC resulted in costs of €124 million primarily associ-

finance assets (primarily leases and loans) and equity invest-

ated with impairments of assets and a loss on the sale. In addi-

ments. This allocation is designed to cover the risks of the un-

tion, the SHC transaction involved costs of €21 million in fiscal

derlying business and is oriented at common credit risk

2008 related mainly to carve-out activities. The electronics

management standards in banking. The actual risk profile of

assembly systems business recorded a loss of €201 million in

the SFS portfolio is evaluated and controlled monthly and is

fiscal 2009, consisting of operating losses as well as charges

reflected in the quarterly (commercial finance) and annual

related to severance expenses and impairments. A year earlier,

(equity investments) adjustments of allocated equity.

this business incurred losses of €86 million, including severance charges. In addition, the current period included a loss

Reconciliation to Consolidated Financial Statements

related to the divestment of an industrial manufacturing unit

Reconciliation to Consolidated Financial Statements includes

in Austria, as well as higher net expenses related to other busi-

Other Operations, SRE and various categories of items which

nesses divested in the current and prior periods.

are not allocated to the Sectors and Cross-Sector Businesses
because Management has determined that such items are not

Sales for Other Operations in fiscal 2009 were €836 million,

indicative of the Sectors’ and Cross-Sector Businesses’ respec-

down from €2.902 billion a year earlier, due primarily to the

tive performance. Beginning with the first quarter of fiscal

streamlining actions mentioned above, including the divest-

2010, segment information will include a new line item, Cen-

ment of SHC, and with the prior-year period also including

trally managed portfolio activities, mainly comprising cen-

higher revenue related to the electronics assembly systems

trally managed activities intended for divestment or closure as

business.

well as activities remaining from previously divested businesses. The electronics assembly systems business will be in-

Siemens Real Estate (SRE)

cluded in Centrally managed portfolio activities.

Income before income taxes at SRE was €341 million in fiscal
2009, compared to €356 million in the prior year. Gains from

Other Operations

sales of real estate were slightly higher in the current period,

Other Operations consist primarily of operating business ac-

including a gain of €224 million from the sale of residential

tivities not allocated to a Sector or Cross-Sector Business which

real estate holdings. SRE intends to continue real estate dis-

are to be integrated into a Siemens Sector or Cross-Sector Busi-

posals in coming quarters, depending on market conditions.

ness, divested, moved to a joint venture, or closed. Siemens
completed these streamlining actions by the end of fiscal 2009

In the second half of fiscal 2009, Siemens initiated a multi-year

and therefore will discontinue reporting Other Operations in

program to improve the efficiency of its real estate manage-

future periods.

ment by bundling the entire portfolio within SRE by 2011. The
program is expected to generate even greater efficiency in-

For fiscal 2009, the result of Other Operations was a negative

creases than originally anticipated, including approximately

€372 million, compared to a negative €453 million a year ear-

€250 million in cost savings annually by 2011 and €400 million

lier. Costs related to the streamlining of Other Operations in

in annual savings from 2014 onward. During implementation,

the prior-year period included a total of €271 million related to

the real estate bundling program will entail costs associated

the divestment of Siemens Home and Office Communication

with reducing vacancy and consolidating locations. In fiscal

Devices (SHC), the divestment of a 50% stake in a building and

2009 these costs totaled €44 million. Assets with a book value

infrastructure business, including a goodwill impairment of

of €614 million were transferred to SRE during the year.

€70 million, and the closure of a regional payphone unit in
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Corporate items and pensions

Centrally carried pension expense swung to a negative €372

In fiscal 2009, Corporate items and pensions totaled a negative

million in fiscal 2009 from a positive €106 million in the prior-

€1.714 billion compared to a negative €3.860 billion a year ear-

year period. This change was due primarily to higher benefit

lier. The main factor in the change was Corporate items, which

costs related to our principal pension plans. In addition, cen-

declined from a negative €3.966 billion to a negative €1.342 bil-

trally carried pension expense in the current period also in-

lion. Corporate items in the prior-year period included €1.081

cludes increased insurance costs of €106 million related to our

billion in charges related to the global SG&A program, a provi-

mandatory membership in the Pensionssicherungsverein

sion of approximately €1 billion related to legal proceedings in

(PSV), the German pension insurance association.

the U.S. and Germany that were resolved during fiscal 2009
and a one-time endowment of €390 million to the Siemens

Eliminations, Corporate Treasury

Stiftung (foundation). Another major factor contributing to

and other reconciling items

this change was lower expenses for outside advisors engaged

In fiscal 2009, income before income taxes from Eliminations,

in connection with investigations into alleged violations of

Corporate Treasury and other reconciling items was a negative

anti-corruption laws and related matters as well as remedia-

€373 million compared to a negative €300 million in the prior

tion activities, which declined to €95 million from €430 million

year period. The current period included higher negative re-

a year earlier. Fiscal 2008 also included expenses of €128 mil-

sults from interest rate hedging activities not qualifying for

lion related to a regional sales organization in Germany, in-

hedge accounting. These negative results were partly compen-

cluding an impairment, as well as a €32 million donation to the

sated by reduced counter-party risks. In the fourth quarter

Siemens Foundation in the U.S. These factors were partly off-

a year earlier charges of €50 million were posted related

set by the release of an accrual of €38 million following rever-

to counter-party risks, principally involving banks affected

sal of a previous judgment related to Italian electrical utility

adversely by developments in the international financial

Enel. For comparison, Corporate items in fiscal 2009 included

markets.

net charges of €235 million related to the global SG&A program
and other personnel-related restructuring measures. The current year also included higher interest-related net expenses
associated with a major asset retirement obligation, including
a negative effect from the measurement of this obligation,
partly offset by a positive effect from related hedging activities
not qualifying for hedge accounting. In addition, fiscal 2009
included a positive effect related to shifting an employment
bonus program from cash-based to share-based payment, as
well as a charge of €53 million related to a global settlement
agreement with the World Bank Group.
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RECONCILIATION TO EBITDA (continuing operations)
The following table gives additional information on topics included in Profit and
Income before income taxes and provides a reconciliation to EBITDA (adjusted):
For the fiscal years ended September 30, 2009 and 2008
Profit 1

(in millions of €)

2009

2008

Income (loss) from
investments accounted
for using the equity
method, net 2
2009

2008

Sectors und Divisions
2,701

3,947

1

15

Industry Automation

639

1,606

3

1

Drive Technologies

836

1,279

(2)

1

Building Technologies

382

466

(1)

1

89

401

(2)

3

360

439

4

7

Industry Sector

OSRAM
Industry Solutions

390

Mobility

3,315

Energy Sector

1,275

Fossil Power Generation

382

Renewable Energy

(230)
1,434

(1)

1

59

41

(89)

26

9

242

4

5

Oil & Gas

499

351

–

–

Power Transmission

725

565

27

25

Power Distribution
Healthcare Sector

435

369

2

2

1,450

1,225

29

27

1,161

6

899

8

Workflow & Solutions

(53)

66

10

2

Diagnostics

338

248

–

6

7,466

6,606

Imaging & IT

Total Sectors

(1,851)

Equity Investments

95

89
(2,160)

83
101

Cross-Sector Businesses
Siemens IT Solutions and Services
Siemens Financial Services (SFS)

90

144

26

25

304

286

130

57

(372)

(453)

–

1

341

356

–

–
(3)

Reconciliation to Consolidated Financial Statements
Other Operations
Siemens Real Estate (SRE)
Corporate items and pensions
Eliminations, Corporate Treasury and other reconciling items

(1,714)

(3,860)

(4)

(373)

(300)

(27)

3,891

Siemens

2,874

(1,946)

(4)
260

1 Profit of the Sectors and Divisions as well as of Equity Investments, Siemens IT Solutions and Services and Other Operations is earnings before financing interest, certain pension costs and
income taxes. Certain other items not considered performance indicative by Management may be excluded. Profit of SFS and SRE is Income before income taxes.
2 Includes impairments and reversals of impairments of investments accounted for using the equity method.
3 Includes impairment of non-current available-for-sale financial assets.
4 Adjusted EBIT is Income from continuing operations before income taxes less Financial income (expense), net and Income (loss) from investments accounted for using the equity method, net.
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Financial income (expense), net 3

2009

EBIT (adjusted) 4

2008

2009

EBITDA (adjusted)

2009

(13)

–

2,713

3,932

376

330

(2)

3

638

1,602

193

162

(1)

3

839

1,275

44

47

–

2

383

463

70

65

1

–

90

398

26

3

3

353

429

33

(16)

(10)

(221)

10

(10)

7

3,266

70

(14)

2

1,263

(1)

–

379

–

(1)

499

352

26

28

58

57

583

437

9

9

689

531

11

10

66

54

766

595

1,386

2009

Depreciation and
impairments of property,
plant and equipment
and goodwill 6

2008

407

2008

Amortization 5

2008

2009

2008

715

800

3,804

5,062

112

113

943

1,877

150

136

1,033

1,458

90

73

543

601

23

243

297

359

718

29

64

57

450

515

4

56

124

473

78

315

267

3,651

(93)
1,731

(100)

16

20

107

100

1,386

20

237

7

10

45

21

431

268

(3)

(1)

436

368

10

11

33

33

479

412

6

26

1,415

1,172

304

309

350

331

2,069

1,812

2

2

1,151

891

116

143

86

82

1,353

1,116

1

4

(64)

60

6

5

24

21

(34)

86

8

9

330

233

181

161

233

218

744

612

(17)

33

7,394

6,490

750

717

1,380

1,398

9,524

8,605

30

(6)

279

–

–

–

–

–

279

–

1

9

63

110

44

50

136

174

243

334

111

182

63

47

6

3

314

282

383

332
(186)

1

10

(373)

(464)

29

57

64

221

(280)

(35)

(51)

376

407

1

1

180

160

557

(395)

166

4

68

34

29

(206)

(221)

(510)

122

(1,315)
(140)
6,347

(4,023)
(75)
2,492

–

–

834

896

(70)
2,038

(67)
2,197

(1,277)

568
(3,926)

(210)
9,219

(142)
5,585

5 Amortization and impairments of intangible assets other than goodwill.
6 Includes impairments of goodwill of €32 and €78 for the fiscal years ended September 30, 2009 and 2008, respectively.
Electronics Assembly Systems was reclassified from Industry to Other Operations in the second quarter of fiscal 2009. Prior-year amounts were reclassified for comparison purposes.
Due to rounding numbers presented may not add precisely to totals provided.
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Dividend

Financial position

Siemens AG, the parent company of the businesses discussed

Financial strategy

in this report, recorded an unappropriated net income under
German accounting principles (HGB) of €1.463 billion for fiscal

Siemens is committed to a strong financial profile, which gives

2009 compared to €1.463 billion for the previous year.

us the financial flexibility to achieve our growth and portfolio
optimization goals.

At the Annual Shareholders’ Meeting scheduled for January
26, 2010, the Managing Board, in agreement with the Super

Our principal source of financing is cash inflows from operat-

visory Board, will submit the following proposal to allocate the

ing activities. Our Corporate Treasury generally manages cash

unappropriated net income of Siemens AG for the fiscal year

and cash equivalents for the entire Company and has primary

ended September 30, 2009: to distribute a dividend of €1.60 on

responsibility for raising funds in the capital markets for the

each no-par value share entitled to the dividend for fiscal year

entire Company, except in countries with conflicting capital

2009 existing at the date of the Annual Shareholders’ Meeting,

market controls. In these countries, the relevant Siemens sub-

which aggregates to an expected total distribution of €1.388

sidiary companies obtain financing primarily from local banks.

billion, and the remaining amount to be carried forward. The

At September 30, 2009, Siemens held €10.159 billion in cash

prior-year dividend was €1.60 per share.

and cash equivalents in various currencies, of which 95% were
managed by Corporate Treasury. Corporate Treasury carefully
manages investments of cash and cash equivalents subject to

Critical accounting estimates

strict credit requirements and counterparty limits. In addition,
Corporate Treasury lends funds via intragroup financing to the

Siemens’ consolidated financial statements are prepared in

Sectors and Cross-Sector Businesses.

accordance with IFRS. Our significant accounting policies, as
described in “Notes to Consolidated Financial Statements,” are

In addition to the sources of liquidity described below, we

essential to understand our results of operations, financial po-

monitor funding options available in the capital markets and

sitions and cash flows. Certain of these accounting policies re-

trends in the availability of funds as well as the cost of such

quire critical accounting estimates that involve complex and

funding, with a view to maintaining financial flexibility and

subjective judgments and the use of assumptions, some of

limiting repayment risk. We also closely monitor develop-

which may be for matters that are inherently uncertain and

ments in global capital markets, including the recent deterio-

susceptible to change. Such critical accounting estimates

ration of these markets in connection with the global financial

could change from period to period and have a material impact

crisis, in order to evaluate possible consequences on our finan-

on our financial position, results of operations and cash flows.

cial and risk profile.

Critical accounting estimates could also involve estimates
where management reasonably could have used a different
estimate in the current accounting period. Management cautions that future events often vary from forecasts and that estimates routinely require adjustment.
For information on Critical accounting estimates, see “Notes to
Consolidated Financial Statements.”
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Capital structure

As part of our Fit42010 program, we decided to improve our
capital structure. A key consideration in this regard is to main-

As of September 30, 2009 and 2008, our capital structure was

tain ready access to capital markets through various debt prod-

as follows:

ucts and to preserve our ability to repay and service our debt
obligations over time. We therefore set ourselves a capital

(in millions of €)

September 30,
2009
2008

structure goal defined as Adjusted industrial net debt divided
by Earnings before interest, taxes, depreciation and amortization (EBITDA) as adjusted. The calculation of Adjusted indus-

Total equity attributable to
shareholders of Siemens AG

26,646

26,774

As percentage of total capital

58%

62%

Short-term debt

698

1,819

Long-term debt

18,940

14,260

19,638

16,079

As percentage of total capital

42%

38%

Total capital
(total debt and total equity)

46,284

42,853

Total debt

% Change

(0.5)%

trial net debt is set forth in the table below. Adjusted EBITDA is
calculated as earnings before income taxes (EBIT) (adjusted)
before amortization (defined as amortization and impairments

22%

of intangible assets other than goodwill) and depreciation and
impairments of property, plant and equipment and goodwill.
Adjusted EBIT is calculated as income from continuing opera-

8%

tions before income taxes less financial income (expense), net
and income (loss) from investments accounted for using the
equity method, net.

In fiscal 2009, total equity attributable to shareholders of
Siemens AG decreased by 0.5% compared to fiscal 2008. Total

The target range for our capital structure ratio is 0.8 – 1.0. We

debt increased by 22% during fiscal 2009 primarily due to the

set this target based on normal business cycles, unlike the cur-

issuance of €4.0 billion in medium-term notes and the effect

rent global recessionary conditions and the adverse effects of

of fair value hedges, partly offset by the repayments of the

the financial crisis. As a step toward achieving this target

€0.5 billion floating rate extendible note and US$750 million

range, we implemented our share buyback plan for up to €10

floating rate notes. This resulted in a decrease in total equity as

billion in share repurchases through 2010. Since the start of

a percentage of total capital to 58% compared to 62% in fiscal

the share buyback program on January 28, 2008, we acquired

2008. Accordingly, total debt as a percentage of total capital

a total of 52,771,205 Siemens shares with a market value at

increased to 42% from 38% in the prior year. For more detailed

purchase of approximately €4.0 billion in two tranches under

information related to the fair value hedges, to the change in

this plan amongst others for the purpose of cancellation and

total equity and to the issuance and repayment of debt, see

reduction of capital stock, and to fulfill obligations arising out

“Notes to Consolidated Financial Statements”, “Net assets posi-

of share-based compensation programs.

tion” and “ – Capital resources and requirements”.
We have commitments to sell or otherwise issue common
shares in connection with established share-based compensation plans. In fiscal 2009, commitments for share-based compensation were fulfilled through treasury shares. In fiscal
2010, we also plan to fulfill commitments for share-based compensation through treasury shares. For additional information
with respect to share-based compensation and treasury
shares, see “Notes to Consolidated Financial Statements.”
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During fiscal 2009 Moody ’s Investors Service made no rating
(in millions of €)

September 30,
2009
2008

Short term debt

698

1,819

18,940

14,260

(10,159)

(6,893)

(170)

(152)

Plus: Long term debt 1
Less: Cash and cash equivalents
Less: Current available for sale financial assets

9,309

9,034

(9,521)

(9,359)

4,015

2,460

Net debt
Less: SFS Debt excluding internally purchased
receivables

changes. Moody ’s applied a long-term credit rating of “A1,”
outlook stable, on November 9, 2007. The rating classification
A is the third highest rating within the agency ’s debt ratings
category. The numerical modifier 1 indicates that our longterm debt ranks in the higher end of the A category. The
Moody ’s rating outlook is an opinion regarding the likely direction of an issuer’s rating over the medium-term. Rating out-

Plus: Funded status pension plan

looks fall into the following six categories: positive, negative,
stable, developing, ratings under review and no outlook.

Plus: Funded status other post employment
benefits

646

650

Plus: Credit guarantees

313

480

Moody ’s Investors Service’s rating for our short-term corporate

(862)

(901)

credit and commercial paper is P-1, the highest available rating

(1,027)

(180)

in the prime rating system, which assesses issuers’ ability to

Less: approx. 50% nominal amount hybrid bond
Less: Fair value hedge accounting adjustment 2
Adjusted industrial net debt

2,873

2,184

EBITDA (adjusted) (continuing operations)

9,219

5,585

0.31

0.39

honor senior financial obligations and contracts. It applies to
senior unsecured obligations with an original maturity of less

Adjusted industrial net debt/EBITDA
(adjusted) (continuing operations)
1
2

Long term debt including fair value hedge accounting adjustment of €1,027 million
and €180 million for the fiscal year ended September 30, 2009 and 2008,
respectively.
The fair value hedge accounting adjustment has been included in fiscal 2009 in our
definition of adjusted industrial net debt and therefore the financial information
for the prior period in this table has been adjusted accordingly. The fair value hedge
accounting adjustment is representing the change in the fair value of derivatives
relating to fixed-rate long-term debt attributable to the interest rate risk being
hedged. We believe that deducting the fair value hedge accounting adjustment from
Net debt in addition to the adjustments presented above provides to investors more
meaningful information to our scheduled debt service obligations. For further
information on fair value hedges see “Notes to Consolidated Financial Statements.”

than one year.
In addition, Moody ’s Investors Service published a credit opinion for us. The most recent credit opinion as of June 10, 2009
classified the liquidity profile as “very healthy.”
On June 5, 2009, Standard & Poor’s downgraded our corporate
long-term credit rating from AA– to A+. At the same time Standard & Poor’s revised its outlook from “negative” to “stable” and
announced that the rating action followed weaker cash flows
and a rising pension deficit. Within Standard & Poor’s ratings
definitions an obligation rated “A” has the third highest long-

Credit ratings

term rating category. The modifier “+” indicates that our longterm debt ranks in the upper end of the A category. The Stan-

86

A key factor in maintaining a strong financial profile is our

dard & Poor’s rating outlook assesses the potential direction of

credit rating which is affected among other factors by the capi-

a long-term credit rating over the medium-term. Rating out-

tal structure, the profitability, the ability to generate cash flow,

looks fall into the following four categories: “positive,” ”nega-

geographic and product diversification as well as our competi-

tive,” ”stable” and “developing”. Furthermore, Standard &

tive market position. Our current corporate credit ratings from

Poor’s downgraded our corporate short-term credit rating from

Moody ’s Investors Service and Standard & Poor’s are noted

“A-1+” to “A–1.” This is the second highest short-term rating

below:

within the S&P rating scale.

Moody’s Investors
Service

Standard &
Poor ’s

Long-term debt

A1

A+

Short-term debt

P-1

A –1

We expect no significant impact on our funding costs as a consequence of the downgrade by Standard & Poor’s.
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Siemens has no other agreements with nationally recognized

cretionary expenditures not included in the measure, such as

statistical rating organizations to provide long-term and short-

dividends, debt repayment or acquisitions. We also use Free

term credit ratings.

cash flow to compare cash generation among the segments
of our business. Free cash flow should not be considered in

Please be advised that security ratings are not a recommenda-

isolation or as an alternative to measures of cash flow calcu-

tion to buy, sell or hold securities. Credit ratings may be subject

lated in accordance with IFRS. For further information about

to revision or withdrawal by the rating agencies at any time.

this measure please refer to the end of this Management’s dis-

Also considering the current deterioration of capital markets,

cussion and analysis.

each rating should be evaluated independently of any other
rating.

Cash flow – Fiscal 2009 compared to fiscal 2008
The following discussion presents an analysis of our cash
flows for fiscal 2009 and 2008 for both continuing and discontinued operations. In the periods under review discontinued
operations includes SV, which was sold to Continental AG in
fiscal 2008, as well as the former Com activities. For further information on the disposal of the SV activities and the former
Com segment see “Notes to Consolidated Financial Statements.”
We report Free cash flow as a performance measure, which is
defined as “Net cash provided by (used in) operating activities”
less cash used for “Additions to intangible assets and property,
plant and equipment.” We believe this measure is helpful to
our investors as an indicator of our ability to generate cash
from operations and to pay for discretionary and non-dis

Operating activities provided net cash of €6.564 billion in fiscal 2009, compared to net cash provided of €8.624 billion in
fiscal 2008. These results include both continuing and discontinued operations. Within the total, continuing operations
provided net cash of €6.709 billion compared to €9.281 billion a
year earlier. The decline in cash flow includes lower billings in
excess of costs year-over-year compared to a substantial increase in fiscal 2008, in the Energy and Industry Sectors, as
well as a substantial decrease in trade payables compared to
an increase in fiscal 2008, especially in the Industry Sector.
Other contributing factors include substantial cash outflows in
connection with previously disclosed charges mainly posted to
income in fiscal 2008. These outflows include €1.008 billion
paid to authorities in the US and Germany related to charges
for the resolution of legal proceedings. Cash outflows also
arise from severance charges of €796 million for the global
SG&A program and other personnel-related restructuring measures. In addition to these outflows substantial payments for
charges related to project reviews in Fossil Power Generation,
Mobility and Siemens IT Solutions and Services. Positive fac-

Free cash flow
Continuing
operations
Year ended September 30,
2009
2008

(in millions of €)

Discontinued
operations
Year ended September 30,
2009
2008

Continuing and
discontinued operations
Year ended September 30,
2009
2008

Net cash provided by (used in):
Operating activities

A

Investing activities
Herein: Additions to intangible assets
and property, plant and equipment
Free cash flow 1

B
A+B

6,709

9,281

(145)

(3,431)

(9,989)

(194)

(2,923)

(3,542)

3,786

5,739

–
(145)

(657)
9,582

6,564

8,624

(3,625)

(407)

(179)

(2,923)

(3,721)

(836)

3,641

4,903

1 The closest comparable financial measure under IFRS is “Net cash provided by (used in) operating activities.” “Net cash provided by (used in) operating activities” from continuing
operations as well as from continuing and discontinued operations is reported in our “Consolidated Statements of Cash Flow.” “Additions to intangible assets and property, plant and
equipment” from continuing operations is reconciled to the figures as reported in the “Consolidated Statements of Cash Flow” in the “Notes to Consolidated Financial Statements.”
Other companies that report Free cash flow may define and calculate this measure differently.
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tors for fiscal 2009 cash flow from operating activities include

tinued operations provided €9.582 billion in net cash, due pri-

cash inflows related to trade receivables. Industry decreased

marily to proceeds of €11.4 billion from the sale of SV and net

trade receivables compared to an increase in the prior year.

cash used of €1.1 billion relating to the transfer of SEN activi-

Energy posted lower additions to trade receivables and re-

ties into EN.

duced its build-up of inventories compared to the fiscal 2008,
and both Industry and Healthcare reduced inventory levels

Free cash flow from continuing and discontinued operations

year-over-year.

amounted to €3.641 million in fiscal 2009, compared to
€4.903 billion in the prior year. Within the total, Free cash flow

Discontinued operations improved to net cash used of €145

from continuing operations in the current year amounted to

million in fiscal 2009. For comparison, net cash used of

€3.786 billion, compared to €5.739 billion a year earlier. The

€657 million in the prior year included a payment of a €201 mil-

change year-over-year was due primarily to the decrease in net

lion fine related to former Com activities.

cash provided by operating activities discussed above. Cash
used for capital expenditures within continuing operations

Investing activities in continuing and discontinued operations used net cash of €3.625 billion in fiscal 2009, compared
to net cash used of €407 million in fiscal 2008. Within the total,
net cash used in investing activities for continuing operations
amounted to €3.431 billion in the current year and €9.989 billion in the prior year. Within continuing activities proceeds
from sales of investments, intangibles and property, plant and
equipment provided net cash of €1.221 billion due mainly to
the sale of our residential real estate holdings and the sale of
our 50% stake of FSC to Fujitsu Limited. Purchases of investments in the current year included cash outflows of €750 million related to two drawdown requests by NSN in relation to a
Shareholder Loan Agreement between NSN and us. Reduced
SFS financing activities in fiscal 2009 resulted in lower cash
outflows relating to receivables from financing activities compared to the prior year. Cash outflows for acquisitions in fiscal
2008 related primarily to the acquisition of Dade Behring at
Healthcare for €4.4 billion (net of €69 million cash acquired).
Discontinued operations in fiscal 2009 used net cash of

was €2.923 billion in fiscal 2009, down from €3.542 billion a
year earlier. For further information about our capital expenditures please refer to “ – Capital resources and requirements”.
The cash conversion rate for continuing operations, calculated
as Free cash flow from continuing operations divided by Income from continuing operations, was 1.54 for fiscal 2009
compared to 3.09 in fiscal 2008.
On a sequential basis Free cash flow during fiscal 2009 and fiscal 2008 were as follows:
Free cash flow1 (in millions of €)

Q4 09

3,158

Q3 09

1,064

Q2 09

1,138

Q1 09 2

(1,574)

Q4 08

2,786

Q3 08

1,547

Q2 08

1,623

Q1 08

(217)

€194 million. This total includes cash outflows related to the
divestment of our mobile devices business in fiscal 2005, including €0.3 billion related to a settlement with the insolvency

1 Continuing operations
2 Free cash flow includes €1,008 millions paid to authorities in the US and Germany
related to charges for the resolution of legal proceedings.

administrator of BenQ Mobile GmbH & Co. OHG as well as cash

88

outflows related to the settlement of legal matters. Cash out-

Financing activities from continuing and discontinued opera-

flows from discontinued operations were partially offset by

tions provided net cash of €375 million in fiscal 2009, com-

cash inflows due to a settlement between The Gores Group and

pared to net cash used of €6.129 billion in the prior year. The

us in fiscal 2009 regarding pending requirements for purchase

cash provided in fiscal 2009 was due mainly to a higher net

price adjustment and further mutual obligations in relation to

amount of outstanding long-term debt including our issuance

the disposal of the former SEN business. A year earlier, discon-

of €4.0 billion in medium-term notes. This was partly offset by
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the repayment of a €0.5 billion floating rate extendible note

able-for-sale financial assets, as stated on the Consolidated

and US$750 million floating rate notes. A year earlier, we raised

Balance Sheets. Net debt results from total debt less total

net cash of €5.728 billion through three long-term capital mar-

liquidity. Management uses the Net debt measure for internal

ket transactions. These cash inflows were largely offset by a

corporate finance management, as well as for external com-

decrease of €4.635 billion in short-term debt and other financ-

munication with rating agencies, and accordingly we believe

ing activities primarily including repayment of commercial pa-

that presentation of Net debt is useful for investors. Net debt

per and repayment of debt originally raised by Dade Behring in

should not, however, be considered in isolation or as an alter-

the amount of €0.4 billion. In addition, we used €4.350 billion

native to short-term debt and long-term debt as presented in

in cash for the purchase of common stock, including €4.0 bil-

accordance with IFRS. For further information to Net debt,

lion in total under the first two tranches of our share buyback

please refer to the end of this Management’s discussion and

plan. Dividends paid to shareholders in the current year (for

analysis.

fiscal 2008) amounted to €1.380 billion, compared to €1.462
billion (paid for fiscal 2007) in the prior year.

September 30,
2009
2008

(in millions of €)

Capital resources and requirements
Our capital resources consist of a variety of short- and longterm financial instruments including loans from financial
institutions, commercial paper, medium-term notes and
bonds. In addition, other capital resources consist of liquid re-

Short-term debt and current maturities
of long-term debt

698

1,819

18,940

14,260

Total debt

19,638

16,079

Cash and cash equivalents

10,159

6,893

Long-term debt

Available-for-sale financial assets (current)
Total liquidity
Net debt 1

170

152

10,329

7,045

9,309

9,034

sources such as cash and cash equivalents, future cash flows
from operating activities and current available-for-sale financial assets.

1

We typically need a considerable portion of our cash and cash equivalents as well as
current available-for-sale financial assets at any given time for purposes other than
debt reduction. The deduction of these items from total debt in the calculation of
Net debt therefore should not be understood to mean that these items are available
exclusively for debt reduction at any given time.

Our capital requirements include, among others, scheduled
debt service, regular capital spending, ongoing cash requirements from operating and SFS financing activities, dividend
payments, pension plan funding, portfolio activities and capital requirements for our share buyback plan, if continued in
fiscal 2010. Other expected capital requirements include cash
outflows in connection with our SG&A reduction program and
other restructuring measures especially in the Industry Sector.

Total debt comprises our notes and bonds, loans from banks,
obligations under finance leases and other financial indebtedness such as commercial paper. Total debt comprises shortterm debt and current maturities of long-term debt as well as
long-term debt, as stated on the Consolidated Balance Sheets.
Total liquidity refers to the liquid financial assets we had available at the respective balance sheet dates to fund our business
operations and pay for near-term obligations. Total liquidity
comprises Cash and cash equivalents as well as current Avail-

Commercial paper program – We have a US$9.0 billion (€6.1
billion) global multi-currency commercial paper program in
place, which includes the ability to issue US$-denominated
extendible notes. As of September 30, 2009, the nominal
amount outstanding under this program was US$493 million
(€337 million). Our issues of commercial paper have a maturity
of typically less than 90 days.
Notes and bonds – We have a “program for the issuance of
debt instruments” (medium-term note program) of €15.0 billion in place which we updated in May 2009. As part of this
update, we increased the maximum issuable amount under
this program from €10.0 billion to €15.0 billion, following a
previous increase from €5.0 billion to €10.0 billion in December 2008. Under this medium-term-note program we issued
the following notes:
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▪▪ In

February 2009, we issued €4.0 billion fixed-interest
notes in two tranches comprising €2.0 billion in 4.125%
notes due in February 2013 and €2.0 billion in 5.125% notes
due in February 2017.

which were redeemed at face value at their maturity date;
US$750 million in 5.5% notes due in February 2012; US$1.750
billion in 5.75% notes due October 2016 and US$1.750 billion in
6.125% notes due in August 2026. Regarding the fixed rate
notes, we may redeem, at any time, all or some of the notes at

▪▪ In

June 2008, we issued a Eurobond with an aggregate
amount of €3.4 billion, comprising three tranches: €1.2 billion in 5.25% notes due in December 2011; €1.0 billion in
5.375% notes due in June 2014 and €1.2 billion in 5.625%
notes due in June 2018.

the early redemption amount (call) according to the conditions
of the notes. The nominal amount outstanding of these notes
was €2.9 billion as of September 30, 2009.
In June 2001, the Company issued a Eurobond with an aggregate amount of €4.0 billion comprising two tranches, of which

▪▪ In

August 2008, we increased two tranches of the Eurobond issue by €750 million, including €350 million in 5,25%
notes due in December 2011 and €400 million in 5,625%
notes due in June 2018.

€2.0 billion in 5.75% notes maturing in July 2011 are still outstanding.

Assignable loans – In June 2008, we issued four series of assignable loans (“Schuldscheindarlehen”) with an aggregate

▪▪ In

March 2006, we issued US$1.0 billion notes in two
tranches comprising US$500 million (US$ LIBOR + 0.15%)
due in March 2012 and US$500 million in 5.625% notes due
March 2016.

amount of €1.1 billion: €370 million (EURIBOR + 0.55%) and
€113.5 million in 5.283% notes, both maturing in June 2013 and
€283.5 million (EURIBOR + 0.7%) and €333 million in 5.435%
notes, both maturing in June 2015.

The nominal amount outstanding under the medium-term

Credit facilities – We have three credit facilities at our disposal

note program was €8.8 billion as of September 30, 2009.

for general corporate purposes. Our credit facilities as of September 30, 2009, consist of €6.6 billion in committed lines of

In May 2008, we issued €500 million (EURIBOR + 0.23%) ex-

credit. These facilities include

tendible notes, which were redeemed at face value on the first
maturity date by the end of June 2009.
In September 2006, we issued a subordinated Hybrid bond in

▪▪ US$5.0

billion undrawn syndicated multi-currency revolving credit facility expiring March 2012 provided by a syndicate of international banks;

two tranches, a euro tranche of €900 million in 5.25% notes
and a British pound tranche of £750 million in 6.125% notes,
both tranches with a final legal maturity in September 2066.

▪▪ €450

million bilateral undrawn revolving credit facility expiring September 2012 provided by a domestic bank;

The Company has a call option after 10 years or thereafter. If
the bond is not called, both tranches will become floating rate
notes (EURIBOR + 1.25% for the euro tranche and GBP LIBOR +
1.25% for the British pound tranche, plus a step-up of 1.0% for
both tranches). The total nominal amount of our Hybrid bond
is €1.7 billion.

▪▪ US$4.0

billion syndicated multi-currency credit facility expiring August 2013 provided by a syndicate of international
banks. This facility comprises a US$1.0 billion (€0.7 billion)
term loan which was drawn in January 2007 and is due in
August 2013 as well as an undrawn US$3.0 billion revolving
tranche.

In August 2006, we issued notes totaling US$5.0 billion. These

90

notes were issued in four tranches comprising: US$750 million

As of September 30, 2009, €5.9 billion of these lines of credit

in floating rate notes (US$ LIBOR + 0.05%) due August in 2009,

remained unused.
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The maturity profile of the loans, notes and bonds described

Capital expenditures – In line with declining demand and due

above is presented below:

to a stringent approach for capital expenditures our total capital expenditures for additions to intangible assets and prop-

Loans, notes and bonds maturity profile by calendar year
(nominal amounts outstanding in billions of €)

erty, plant and equipment (PPE) decreased to €2.923 billion in
fiscal 2009, compared to €3.721 billion in the prior year. €2.034
billion of our investments relates to our three Sectors. While

3.6
3.2

Energy used a considerable amount of their capital expendi-

3.2
1.72

ture of €662 million to invest in the extension of the capacities
in emerging and important sales markets a large part of the in-

2.0

1.72

1.6
0.81

1.51

1.0

1.21

vestments from Industry of €833 million was driven by the replacement of technical equipment and machines mainly in the

0.6

Industry Automation, Drive Technologies and Industry Solu-

0.0
2010 2011 2012 2013 2014 2015 2016 2017 2018

2026

2066

1

We may redeem, at any time, all or some of the US$-notes, issued in August 2006, at
the early redemption amount (call) according to the conditions of the notes.
2 The maturity of the Hybrid bond depends on the exercise of a call-option: the bond
is callable by us in September 2016 and thereafter, with a final legal maturity ending
in September 2066.

tions Divisions. The major investments in Healthcare of €539
million were primarily used for clinical diagnostic systems and
for the development of software and IT-solutions mainly in
imaging systems. The capital expenditure rate for our Sectors,
defined as additions to intangible assets and PPE as a percentage of amortization and depreciation, was 96% for fiscal 2009.

The US$9 billion syndicated multi-currency revolving credit fa-

We have set a mid-term target to keep this percentage in the

cilities provide its lenders with a right of termination in the

range of 95% – 115%.

event that (i) Siemens AG becomes a subsidiary of another
company or (ii) an individual or a group of individuals acting in

The changes of investments in intangible assets and property,

concert acquires effective control over Siemens AG by being

plant and equipment from fiscal 2007 to 2009 are as follows:

able to exercise significant influence over its activities. The
€450 million bilateral revolving credit facility may be termi-

Investments in intangible assets and property,
plant and equipment (in millions of �)

nated by the lender if major changes in Siemens AG’s corporate
legal situation occur that jeopardize the orderly repayment of

FY 2009

2,923

the credit.

FY 2008

3,721

FY 2007

3,751

None of our credit facilities contains a material adverse change
provision of the type often found in facilities of such nature
and none of our global commercial paper and medium-term

Cash flows related to portfolio activities – During fiscal 2009,

note programs nor our credit facilities contain specific finan-

we acquired various entities, which were not significant indi-

cial covenants such as rating triggers or interest coverage, le-

vidually nor in aggregate. In contrast, we sold our residential

verage or capitalization ratios that could trigger remedies,

real estate holdings and the 50% stake of FSC. For further infor-

such as acceleration of repayment or additional collateral.

mation, see “Notes to Consolidated Financial Statements.” In
the first quarter of fiscal 2010, Siemens completed the acquisi-

Further information about our bonds and the other compo-

tion of 100% of Solel Solar Systems, a solar thermal power

nents of debt is given in “Notes to Consolidated Financial State-

technology company, to strengthen Siemens’ position in the

ments.”

expanding market of solar thermal power. The acquisition
costs (cash and debt free), amount to approximately €280 million in cash consideration.

B25G016_E
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Share buyback plan – In November 2007, we announced a

on each no-par value share entitled to the dividend for fiscal

share buyback plan for up to €10 billion in share repurchases

year 2009 existing at the date of the Annual Shareholders’ Meet-

through 2010 amongst others for the purpose of cancellation

ing, which aggregates to an expected total distribution of €1.388

and reduction of capital stock and to fulfill obligations arising

billion, and the remaining amount to be carried forward.

from share-based compensation programs. Since the start of
the share buyback program in fiscal 2008, we repurchased

With our ability to generate positive operating cash flows, our

shares in two tranches with a total volume of approximately

total liquidity of €10.329 billion and our undrawn lines of credit

€4.0 billion. During fiscal 2009 we made no shares purchases

of €5.9 billion and given our credit ratings at year-end we be-

under this program.

lieve that we have sufficient flexibility to fund our capital requirements including for scheduled debt service, regular capi-

Dividends – At the Annual Shareholders’ Meeting scheduled for
January 26, 2010, the Managing Board, in agreement with the
Supervisory Board, will submit the following proposal to allocate the unappropriated net income of Siemens AG for the fiscal
year ended September 30, 2009: to distribute a dividend of €1.60

tal spending, ongoing cash requirements from operating and
SFS financing activities, dividend payments, pension plan
funding, portfolio activities and for our share buyback plan, if
continued in fiscal 2010. Also in our opinion, the working capital is sufficient for the Company ’s present requirements.

Contractual obligations
In the ordinary course of business, Siemens’ primary contrac-

The following table summarizes contractual obligations for

tual obligations regarding cash involve debt service, purchase

future cash outflows as of September 30, 2009:

obligations and operating lease commitments.
Payments due by period
(in millions of €)

Total

Less than 1 year

1 – 3 years

4 – 5 years

After 5 years

Debt

19,638

698

4,893

4,334

9,713

Purchase obligations

11,218

9,769

1,267

146

36

2,851

742

897

530

682

33,707

11,209

7,057

5,010

10,431

Operating leases
Total contractual cash obligations

Debt – At September 30, 2009, Siemens had €19.638 billion of

Debt for Siemens at September 30, 2009 consisted of the

short- and long-term debt, of which €698 million will become

following:

due within the next 12 months. Short-term debt includes current maturities of long-term debt, as well as loans from banks
coming due within the next 12 months. At September 30,

ShortTerm

LongTerm

Total

2009, the weighted average maturity of our bonds and notes

Notes and bonds

–

16,502

16,502

due after one year was 5.95 years. At September 30, 2008, total

Loans from banks

261

1,910

2,171

debt was €16.079 billion. Further information about the com-

Other financial indebtedness

392

379

771

ponents of debt is given in “Notes to Consolidated Financial

Obligations under finance leases

45

149

194

698

18,940

19,638

Statements.”

92

(in millions of €)

Total debt
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Purchase obligations – At September 30, 2009, Siemens had

ners in a consortium where Siemens may be the general or

€11.218 billion in purchase obligations. Purchase obligations

subsidiary partner. In the event of non-performance under the

include agreements to purchase goods or services that are

contract by the consortium partner(s), Siemens will be re-

enforceable and legally binding and which specify all of the

quired to pay up to an agreed-upon maximum amount. Guar-

following items: (i) fixed or minimum quantities, (ii) fixed,

antees of third-party performance amounted to €1.092 billion

minimum or variable price provisions and (iii) approximate

as of September 30, 2009.

timing of the transaction. For additional information, see
“Notes to Consolidated Financial Statements.”

The Federal Republic of Germany has commissioned a consortium consisting of Siemens IT Solutions and Services and IBM

Operating leases – At September 30, 2009, Siemens had a total

Deutschland GmbH (IBM) to modernize and operate the non-

of €2.851 billion in total future payment obligations under non-

military information and communications technology of the

cancelable operating leases. For additional information, see

German Federal Armed Forces (Bundeswehr). This project is

“Notes to Consolidated Financial Statements.”

called HERKULES. A project company, BWI Informationstechnik GmbH (BWI), will provide the services required by the

Siemens is subject to asset retirement obligations related to

terms of the contract. Siemens IT Solutions and Services is a

certain items of property, plant and equipment. Such asset

shareholder in the project company. The total contract value

retirement obligations are primarily attributable to environ-

amounts to a maximum of approximately €6 billion. In connec-

mental clean-up costs related to remediation and environmen-

tion with the consortium and execution of the contract be-

tal protection liabilities which amounted to €780 million as of

tween BWI and the Federal Republic of Germany in December

September 30, 2009 and to costs primarily associated with the

2006, Siemens issued several guarantees connected to each

removal of leasehold improvements at the end of the lease

other legally and economically in favor of the Federal Republic

term amounting to €36 million as of September 30, 2009. For

of Germany and of the consortium member IBM. The guaran-

additional information with respect to asset retirement obliga-

tees ensure that BWI has sufficient resources to provide the re-

tions, see “Notes to Consolidated Financial Statements.”

quired services and to fulfill its contractual obligations. These
guarantees are listed as a separate item HERKULES obligations

In fiscal 2009, Siemens has reached an agreement with the

due to their compound and multilayer nature. Total future pay-

trustees of its largest pension plan in UK, which may lead to

ments potentially required by Siemens amount to €3.490 bil-

gross contributions of up to €620 million until 2025.

lion as of September 30, 2009 and will be reduced by approximately €400 million per year over the remaining 8-year con-

Off-Balance sheet arrangements

tract period. Yearly payments under these guarantees are limited

Guarantees – Guarantees are principally represented by credit

to €400 million plus, if applicable, a maximum of €90 million

guarantees and guarantees of third-party performance. As of

in unused guarantees carried forward from the prior year.

September 30, 2009, the undiscounted amount of maximum
potential future payments for guarantees was €7.148 billion.

Furthermore, Siemens has provided indemnification in con-

Credit guarantees cover the financial obligation of third-par-

nection with dispositions of certain business entities, which

ties in cases where Siemens is the vendor and/or contractual

protects the buyer from certain tax, legal, and other risks re-

partner. In addition, Siemens provides credit line guarantees

lated to the purchased business entity. These other guarantees

with variable utilization to joint ventures, associated and other

were €2.253 billion as of September 30, 2009. In the event that

companies we held an investment in. The total amount for

it becomes probable that Siemens will be required to satisfy

credit guarantees was €313 million as of September 30, 2009.

these guarantees, provisions are established. Such provisions

Performance bonds and guarantees of advanced payments

are established in addition to the liabilities recognized for the

guarantee the fulfillment of contractual commitments of part-

non-contingent component of the guarantees. Most of the
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guarantees have fixed or scheduled expiration dates. For addi-

A risk budget on group level forms the basis for the determina-

tional information with respect to our guarantees, see “Notes

tion of our investment strategy, i.e. the strategic assets class

to Consolidated Financial Statements.”

allocation of principle plan assets and the degree of interest
rate risk hedging. Both, risk budget and investment strategy,

Capital commitments – As of September 30, 2009 and 2008,

are regularly reviewed with the participation of senior external

the Company has commitments to make capital contributions

experts of the international asset management and insurance

to various companies of €294 million and €241 million, respec-

industry to allow for an integral view on pension assets and

tively. The September 30, 2009 and 2008 balance, includes a

pension liabilities. We select asset managers based on our

conditional commitment to make capital contributions to EN

quantitative and qualitative analysis and subsequently con-

of €172 million, representing our proportionate share in EN.

stantly monitor their performance and risk, both on a stand-

The committed amount is due upon EN making acquisitions or

alone basis, as well as in the broader portfolio context. We re-

investments.

view the asset allocation of each plan in light of the duration of
the related pension liabilities and analyze trends and events

Pension plan funding

that may affect asset values in order to initiate appropriate

The defined benefit obligation (DBO) of Siemens’ principal

measures at a very early stage.

pension plans, which considers future compensation and pension increases, amounted to €25.1 billion on September 30,

Siemens also regularly reviews the design of its pension plans.

2009, compared to €22.7 billion on September 30, 2008. The

Historically, the majority of Siemens’ pension plans have in-

fair value of plan assets as of September 30, 2009 was €21.1

cluded significant defined benefits. However, in order to re-

billion compared to €20.2 billion on September 30, 2008. Ac-

duce the Company ’s exposure to certain risks associated with

cordingly, the combined funding status of Siemens principal

defined benefit plans, such as longevity, inflation, effects of

pension plans on September 30, 2009 showed an underfund-

compensation increases and other factors, we implemented

ing of €4.0 billion compared to an underfunding of €2.5 billion

new pension plans in some of our major subsidiaries including

at the end of the prior fiscal year. The actual return on plan as-

Germany, the U.S. and the U.K. during the last several years.

sets for the last twelve months amounted to €1.9 billion, re-

The benefits of these new plans are based predominantly on

sulting almost entirely from fixed income investments. This

contributions made by the Company and are still affected by

represents a 10.0% return, compared to the expected return

longevity, inflation adjustments and compensation increases

of 6.5%.

to a minor extent only. We expect to continue to review the
need for the implementation of similar plan designs outside

Siemens’ funding policy for its pension funds is part of its over-

Germany in the coming years to better control future benefit

all commitment to sound financial management, which also

obligations and related costs.

includes an ongoing analysis of the structure of its pension liabilities, particularly the duration by class of beneficiaries. To

For more information on Siemens’ pension plans, see “Notes to

balance return and risk, Siemens has developed a pension

Consolidated Financial Statements.”

benefit risk management concept. As prime risk we have identified a decline in the principal plans’ funded status as a result
of adverse developments of plan assets and/or defined benefit
obligations. We monitor our investments and our defined benefit obligations in order to measure such prime risk. The prime
risk quantifies the expected maximum decline in the funded

Pension funded status (in billions of €)

Sept. 30,
2009

(4.0)

Sept. 30,
2008

(2.5)

status for a given confidence level over a given time horizon.
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Net assets position
During fiscal 2009, total assets increased slightly to €94.926

The decrease of €1.336 billion in Trade and other receivables

billion, up from €94.463 billion the year before. Our net assets

year-over-year was due primarily to the Industry Sector, driven

position in fiscal 2009 was influenced primarily by the issu-

by disciplined asset management, but also by revenue declines

ance of €4.0 billion in medium-term notes under the EMTN

in the majority of its Divisions. Inventories also declined com-

program.

pared to the prior year, as lower inventories in Industry more
than offset an increase in the Energy Sector.

The following table shows current assets at the respective
balance sheet dates:

Assets classified as held for disposal decreased to €517 million
as of September 30, 2009 compared to €809 million a year ear-

(in millions of €)

Cash and cash equivalents
Available-for-sale financial assets
Trade and other receivables
Other current financial assets
Inventories
Income tax receivables
Other current assets
Assets classified as held for disposal
Total current assets

September 30,
2009
2008

lier. This change is due primarily to the transfer of an 80.2%
stake in SHC completed at the beginning of October 2008. As

10,159

6,893

of September 30, 2009, Assets classified as held for disposal

170

152

included our stake in Areva NP S.A.S., the electronics assembly

14,449

15,785

systems business and the airfield lighting business divested in

2,902

3,116

14,129

14,509

612

610

1,191

1,368

517

809

44,129

43,242

the first quarter of fiscal 2010, among others.
Long-term assets at the respective balance sheet dates were as
follows:

(in millions of €)

Goodwill

Cash and cash equivalents totaled €10.159 billion as of Septem-

Other intangible assets

ber 30, 2009. The increase of €3.266 billion was primarily

Property, plant and equipment

driven by the bond issue mentioned above as well as strong

Investments accounted for using
the equity method

Free cash flow from our Sectors. These factors were partly offset by the dividend payments of €1.380 billion to the shareholders of Siemens AG, the reduction of short-term debt, the
payment of €1.008 billion to authorities in the U.S. and in Ger-

Other financial assets
Deferred tax assets
Other assets
Total long-term assets

September 30,
2009
2008

15,821

16,004

5,026

5,413

11,323

11,258

4,679

7,017

10,030

7,785

3,291

3,009

627

735

50,797

51,221

many related to the resolution of legal proceedings, payments
related to our global SG&A program and cash outflows of €750
million related to two drawdown requests by NSN in relation to

The substantial decrease in Investments accounted for using

a Shareholder Loan Agreement between Siemens and NSN,

the equity method was due primarily to NSN, including an im-

among others. For further information, see “Financial position

pairment of €1.634 billion on our stake in this equity invest-

– Cash flow – Fiscal 2009 compared to fiscal 2008.”

ment as well as a negative equity result from NSN.
The increase in Other financial assets results mainly from
higher fair values of derivatives used for our hedging activities
as well as the shareholder loans granted to NSN.
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The table below shows current and long-term liabilities at the

The decline in liabilities associated with assets classified as

respective balance sheet dates:

held for disposal was driven primarily by the divestment of
SHC mentioned above.

(in millions of €)

September 30,
2009
2008

Short-term debt and current maturities
of long-term debt

698

1,819

Trade payables

7,593

8,860

Other current financial liabilities

2,119

2,427

Current provisions

4,191

5,165

Income tax payables

1,936

1,970

20,311

21,644

157

566

37,005

42,451

18,940

14,260

5,938

4,361

776

726

2,771

2,533

187

376

2,022

2,376

30,634

24,632

Other current liabilities
Liabilities associated with assets classified
as held for disposal
Total current liabilities
Long-term debt
Pension plans and similar commitments
Deferred tax liabilities
Provisions
Other financial liabilities
Other liabilities
Total long-term liabilities

Compared to the end of fiscal 2008, long-term debt increased
by €4.680 billion to €18.940 billion at the end of the current
year, mainly due to the above-mentioned issuance of €4.0 billion in medium-term notes under our EMTN program and the
effect of fair value hedge accounting. Further information
with respect to short- and long-term debt is also provided under “Financial position – Capital resources and requirements”
as well as in the “Notes to Consolidated Financial Statements.”
Shareholders’ equity and total assets were as follows:

September 30,
2009
2008

(in millions of €)

Total equity attributable to shareholders
of Siemens AG

26,646

26,774

Equity ratio

28%

28%

Minority interest

641

606

94,926

94,463

Total assets

Short-term debt and current maturities of long-term debt totaled €698 million at the end of fiscal 2009, a decrease of €1.121

Total equity attributable to shareholders of Siemens AG de-

billion from the prior year-end. This decrease mainly results

creased €128 million year-over-year, to €26.646 billion at the

from the repayment of a €500 million floating rate extendible

end of fiscal 2009. Within this change, Net income attributable

note and US$750 million floating rate notes in fiscal 2009, due

to shareholders of Siemens AG of €2.292 billion was offset by

to maturity of these notes.

dividend payments of €1.380 billion and actuarial losses on
pension plans and similar commitments of €1.248 billion,

Trade payables decreased to €7.593 billion, down €1.267 billion

among other factors.

from the end of fiscal 2008. The decline was driven by lower
trade payables in all three Sectors, led by Industry.

As both Total assets and Total equity attributable to shareholders of Siemens AG were widely stable year-over-year, our

The decrease of €974 million in current provisions is due

equity ratio remained at 28%.

mainly to the payment of the €1.008 billion related to charges
for the resolution of legal proceeding mentioned earlier.

For additional information on our net assets position, see
“Notes to Consolidated Financial Statements.”

Other current liabilities decreased by €1.333 billion compared
to the prior year-end, including lower billings in excess of cost
in Industry and Energy. Due to the progress in our global SG&A
program, accruals for severance payments under this program

B25T032_E

also declined year-over-year.
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Overall assessment of the economic position
In fiscal 2009, Siemens coped well with major challenges. In a

Report on post-balance
sheet date events

contracting global economy struggling with the aftermath of a
major financial crisis, we held revenue close to the prior-year

Since September 30, 2009, no events of special significance

level. The decline in orders was driven primarily by a dramatic

have occurred that are expected to have a material impact on

downturn in industrial markets. Total Sectors profit came in

the financial position or results of operations of Siemens.

well above the prior-year level due to a number of factors, including structural measures we initiated before the financial
crisis arose in fiscal 2008, a substantial reduction in SG&A expenses in fiscal 2009 and improved project execution yearover-year. Our Sectors continue to closely monitor customer
demand relative to production capacity. If necessary, they will
continue to take selective capacity adjustment measures. Despite the NSN impairment, income from continuing operations
increased year-over-year. Net income came in lower compared
to the prior year, which included a substantial gain on the divestment of SV.
Cash flow in fiscal 2009 included substantial cash outflows related to structural measures and resolution of compliance matters, as well as reduced cash inflows from customer advance
payments. We put a high priority on strict discipline with capital expenditures and focused on tight net working capital management. Our success with this approach was evident particularly during the second half of fiscal 2009, when we generated
strong free cash flow despite difficult market conditions. Our
commitment to a strong financial profile was evident in fiscal
2009. Our balance sheet remained strong, with nearly no
change in net debt compared to the prior year, continuing access to capital market financing, and a healthy debt maturity
profile. Our equity ratio remained steady at 28%. The Managing Board and the Supervisory Board proposed a dividend of
€1.60 per share, unchanged from fiscal 2008.

218 Managing Board statements, Independent auditors’ report, Additional information
95 Net assets position

97 Report on post-balance sheet date events
98 Risk report

97
108 Information required pursuant to
§315 (4) HGB of the German Commercial
Code and explanatory report

114 Compensation report
114 Report on expected developments

Risk report

fect the achievement of our strategic, operational, financial
and compliance objectives. In order to enable a comprehensive

Risk management

view on our business activities, risks and opportunities are
identified in a structured way combining elements of a top-

Our risk management policy stems from a philosophy of pur-

down and bottom-up approach. Risks and opportunities are

suing sustainable growth and creating economic value while

reported on a quarterly basis whereas the regular reporting

avoiding and managing inappropriate risks. As risk manage-

process is complemented by an ad-hoc reporting process to

ment is an integral part of how we plan and execute our busi-

escalate critical issues in a timely manner. All relevant risks

ness strategies, our risk management policy is set by the Man-

and opportunities are prioritized in terms of impact and likeli-

aging Board. Our organizational and accountability structure

hood, considering quantitative and/or qualitative perspec-

requires each of the respective management of our Sectors,

tives. The bottom-up identification and prioritization process

Cross-Sector Businesses, regional Clusters, Regional Compa-

is supported by workshops with the respective management at

nies and Corporate Units to execute risk management pro-

Division, Cross-Sector Business, regional Cluster and Corporate

grams that are tailored to their specific industries and respon-

level. This top-down element ensures that potential new risks

sibilities, yet consistent with the overall policy established by

and opportunities are discussed on management level and are

the Managing Board.

included in the subsequent reporting process, if found to be
applicable. Reported risks and opportunities are analyzed re-

We have implemented and coordinated a set of risk manage-

garding potential cumulative effects and are aggregated on

ment and control systems which support us in the early recog-

Sector, Cross-Sector Business, regional Cluster and Corporate

nition of developments jeopardizing the continuity of our

level.

business. The most important of these systems include our
enterprise-wide processes for strategic planning and manage-

Responsibilities are assigned for all relevant risks and opportu-

ment reporting. The former is intended to support us to con-

nities. The hierarchical level of responsibility thereby depends

sider potential risks well in advance of major business deci-

on the significance of the respective risk or opportunity. As-

sions, while the latter is intended to enable us to monitor such

suming responsibility for a specific risk or opportunity requires

risks more closely as our business progresses. Our internal au-

to determine one of our general response strategies, or a com-

ditors also regularly review the adequacy and effectiveness of

bination of them. Concerning risks, our general response

our risk management system. Thereby, if deficits are detected

strategies are avoidance, transfer, reduction or acceptance of

appropriate measures for their elimination will be adopted.

the risk. With respect to opportunities, our general response

This coordination of processes and procedures is intended to

strategies are non-realization, transfer and partial or complete

help to ensure that the Managing Board and the Supervisory

realization of the opportunity. In a second step, responsibility

Board are fully and timely informed about significant risks, as

for a risk or opportunity also includes the development, initia-

described in more detail in the section “Corporate Gover-

tion and monitoring of corresponding response measures in

nance.”

alignment with the chosen response strategy. These response
measures have to be specifically tailored to allow for an effec-

98

Risk management at Siemens is based on a comprehensive,

tive risk management. For that reason we have initiated a vari-

interactive and management-oriented Enterprise Risk Man-

ety of response measures with different characteristics: For

agement (ERM) approach that is integrated into the organiza-

example, we mitigate the risk of fluctuations in currency and

tion and that addresses both risks and opportunities. The ERM

interest rates by engaging in hedging activities. Regarding our

process serves for early identifying, evaluating and respond-

long-term projects, a systematic and comprehensive project

ing to those risks and opportunities that could materially af-

management with standardized project milestones and clearly
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defined approval processes to support us to identify and

Below we describe the risks that could have a material adverse

respond to project risks at an early stage, even before entering

effect on our business, our financial condition and results of

the bidding phase. Furthermore, we maintain appropriate in-

operations, the price of our shares and American depository

surance levels for potential cases of damage and liability risks

shares (ADSs), and our reputation. The risks we describe here

in order to reduce our exposure to such risks and to avoid or

are not necessarily the only ones we face. Additional risks not

minimize potential losses. Among others, we counteract the

known to us or that we currently consider immaterial may also

risk of fluctuations in economic activity and customer demand

impair our business operations. We do not expect to incur any

by closely monitoring the macroeconomic conditions and the

risks that alone or in combination would appear to jeopardize

developments in relevant industries, and by timely and conse-

the continuity of our business.

quently adjusting capacity and performing cost reduction
measures, if deemed necessary.

Strategic risks
To oversee the ERM process and to further drive the integration and harmonization of existing control activities in alignment with legal and operational requirements, the Managing
Board established a Corporate Risk and Internal Control Department and Corporate Risk and Internal Control (CRIC) Committee. The CRIC Committee obtains risk and opportunity information from the Risk Committees established at Sector,
Cross-Sector Business and regional Cluster level as well as from
the Heads of Corporate Units, which then forms the basis for
the evaluation of the company-wide risk and opportunity situation. The CRIC Committee reports to and supports the Managing Board on matters relating to the implementation, operation and oversight of the ERM process and assists the Managing Board in reporting to the Audit Committee of the
Supervisory Board. The CRIC Committee is comprised of the
Chief Risk & Internal Control Officer, as the chairperson, and
members of senior management like the Sector and CrossSector Business CEOs, the CFO of Siemens, and selective Heads
of Corporate Units.
Moreover, according to U.S. legal requirements, which are in
this regard more comprehensive than those required by German law, Siemens is required to establish and maintain adequate internal control over financial reporting. Siemens’ internal control system is designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes. Management concluded that Siemens’ internal control over financial
reporting was effective as of September 30, 2009.

Our business is affected by the uncertainties of economic
and political conditions, in particular by the current global
macroeconomic downturn and financial crisis: Our business
environment is influenced by conditions in the domestic and
global economies. In fiscal 2009, the global economic situation took a significant turn for the worse leading to a decline in
consumer and business confidence, increased unemployment
and reduced levels of capital expenditure, resulting in lower
demand and more challenging market environments across
our Sectors. Our Industry Sector was especially affected by
weaker demand due to the adverse macroeconomic and financing conditions. In recent months, certain indices and
economic data began to show first signs of improvement and
stabilization in the macroeconomic environment. However,
there can be no assurance that these improvements will be
broad-based and sustainable, and how they will affect the markets relevant for us. In general, due to the significant proportion of longer-cycle businesses in our Sectors and the importance of long-term contracts for Siemens, there is usually a
time lag between the development of macroeconomic conditions and their impact on our financial results. If the improvements will be temporary or the global economic downturn
continues or worsens and we are not successful in adapting
our production and cost structure to the current market environment there can be no assurance that we will not experience
further adverse effects that may be material to our revenues,
results of operations, financial condition and ability to access
capital. For example, in addition to a general decline in de-
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mand, the current tightening of credit in the financial markets
may make it more difficult for our customers to obtain financing and as a result they may modify, delay or cancel plans to
purchase our products and services or to execute transactions.
Further, prices may decline as a result of continued adverse
market conditions to a greater extent than currently anticipated. In addition, contracted payment terms, especially regarding the level of advance payments by our customers relating to long-term projects, may become less favorable under
the current conditions, which could negatively impact our
cash flows. Additionally, if customers are not successful in
generating sufficient revenue or securing access to the capital
markets they may not be able to pay, or may delay payment of,
the amounts they owe us, which may adversely affect our financial position and results of operations.
Numerous other factors, such as fluctuations of energy and
raw material prices as well as global political conflicts, including in the Middle East and other regions, continue to impact
macroeconomic parameters and the international capital and

We operate in highly competitive markets, which are subject to price pressures and rapid changes: The worldwide
markets for our products and solutions are highly competitive
in terms of pricing, product and service quality, development
and introduction time, customer service and financing terms.
In many of our businesses, we face downward price pressure
and we are or could be exposed to market downturns or slower
growth, which may increase in times of declining investment
activities and consumer demand similar to the current economic conditions. We face strong competitors, some of which
are larger and may have greater resources in a given business
area, as well as competitors from emerging markets, which
may have a better cost structure. Some industries in which we
operate are undergoing consolidation, which may result in
stronger competitors and a change in our relative market position. Specific competitors might be more effective and faster in
capturing available market opportunities, which in turn may
negatively impact our market share. These factors alone or in
combination may negatively impact our financial condition or
results of operations.

credit markets. The uncertainty of economic and political conditions, which is reinforced by the current developments of
the global economic situation, can have a material adverse
impact on our investments, financial condition or results of
operations and can also make our budgeting and forecasting
more difficult.
Our Sectors and Cross-Sector Businesses are affected by market conditions. For example, our Industry Sector is vulnerable
to unfavorable market conditions in certain segments of the
automotive, manufacturing and construction industries. Our
Healthcare Sector, in turn, is dependent on developments and
regulations in the healthcare systems around the world, particularly including ongoing healthcare reform efforts in the
U.S. Finally, our Energy Sector is exposed to the development
of global energy demand and is considerably affected by regulations related to energy and environmental policies.

100

Our businesses must keep pace with technological changes
and develop new products and services to remain competitive: The markets in which our businesses operate experience
rapid and significant changes due to the introduction of innovative technologies. To meet our customers’ needs in these areas we must continuously design new, and update existing
products and services and invest in and develop new technologies. Introducing new products and technologies requires a
significant commitment to research and development, which
in return requires considerable financial resources that may
not always result in success. Our sales and profits may suffer if
we invest in technologies that do not operate as expected or
are not accepted in the marketplace as anticipated or if our
products or systems are not introduced to the market in a
timely manner or as they become obsolete. Furthermore, in
some of our markets, the need to develop and introduce new
products rapidly in order to capture available opportunities
may lead to quality problems. Our operating results depend to
a significant extent on our ability to anticipate and adapt to
changes in markets and to reduce the costs of producing high-
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quality new and existing products. Any inability to do so could

financial leverage and our debt-to-equity ratio. Acquisitions

have a material adverse effect on our financial condition or

may also lead to substantial increases in intangible assets, in-

results of operations.

cluding goodwill. Our balance sheet reflects a significant
amount of intangible assets, including goodwill. Among our

Our financial results and cash flows may be adversely affected by continued strategic reorientations and cost-cutting initiatives: We are in the process of strategic reorientation
and constantly perform cost-cutting initiatives, including
headcount reduction, for example, within our global SG&A
program or for the ongoing capacity adjustment measures and
structural initiatives, including measures in the Industry Sector. Capacity adjustments through consolidation of business
activities and manufacturing facilities, and the streamlining of
product portfolios are also part of these cost reduction efforts.
These measures may negatively impact our results of operations and cash flows. Any future contribution of these measures to our profitability will be influenced by the actual savings achieved and by our ability to sustain these ongoing
efforts.

businesses, the largest amount of goodwill is allocated to the
Divisions Diagnostics and Imaging & IT of the Healthcare Sector, and Industry Automation of the Industry Sector. Among
these Divisions, Diagnostics has the highest amount of goodwill and the lowest excess of the recoverable amount over the
carrying amount, estimated at €2.284 billion based on the annual impairment test in fiscal 2009. If we were to encounter
adverse business developments including negative effects on
our revenues, profits or on cash, or adverse effects from an increase in the weighted average cost of capital (WACC) or from
foreign exchange rate risk or otherwise perform worse than
expected at acquisition, then these intangible assets, including goodwill allocated to the Divisions Diagnostics, Building
Technologies, or other Divisions, might have to be written
down and could materially and adversely affect our results of
operations. The likelihood of such adverse business develop-

Our financial results and cash flows may be adversely affected by portfolio measures: Our strategy includes divesting
our interests in some business areas and strengthening others
through portfolio measures, including mergers and acquisitions.
With respect to dispositions, we may not be able to divest
some of our activities as planned, and the divestitures we do
carry out could have a negative impact on our results of operations, our cash flow and, potentially, our reputation.
Mergers and acquisitions are inherently risky because of difficulties that may arise when integrating people, operations,
technologies and products. There can be no assurance that
any of the businesses we acquire can be integrated successfully and as timely as originally planned or that they will perform well once integrated. In addition, we may incur significant acquisition, administrative and other costs in connection
with these transactions, including costs related to integration
of acquired businesses. Furthermore, portfolio measures may
result in additional financing needs and adversely affect our

ments increases in times of difficult macroeconomic conditions, such as experienced under the current global macroeconomic and financial crisis.

We may be adversely affected by our equity interests and
strategic alliances: Our strategy includes strengthening our
business interests through joint ventures, associated companies and strategic alliances. Certain of our investments are accounted for using the equity method, including, among others, NSN, EN and BSH. Any factors negatively influencing the
profitability of our equity investments, including negative effects on revenues, profits or on cash, could have an adverse
effect on our equity pick-up related to these equity interests or
may result in a write-down of these investments. In addition,
our financial position and results of operations could also be
adversely affected in connection with loans, guarantees or
non-compliance with financial covenants related to these equity investments. Furthermore, such investments are inherently risky as we may not be able to sufficiently influence business decisions taken by our equity investments and strategic
alliances that may have a negative effect on our business. In
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addition, joint ventures bear the risk of difficulties that may
arise when integrating people, operations, technologies and
products. Strategic alliances may also pose risks for us because
we compete in some business areas with companies with
which we have strategic alliances.

Operations risks
Our financial results and cash flows may be adversely affected by cost overruns or additional payment obligations
related to the management of our long-term, fixed price or
turn-key projects: We perform a portion of our business, especially large projects, under long-term contracts that are
awarded on a competitive bidding basis. Some of these contracts are inherently risky because we may assume substantially all of the risks associated with completing the project
and the post-completion warranty obligations. For example,
we face the risk that we must satisfy technical requirements of
a project even though we may not have gained experience
with those requirements before we win the project. The profit
margins realized on such fixed-priced contracts may vary from
original estimates as a result of changes in costs and productivity over their term. We sometimes bear the risk of unanticipated project modifications, shortage of key personnel, quality
problems, financial difficulties of our customers, cost overruns
or contractual penalties caused by unexpected technological
problems, unforeseen developments at the project sites, performance problems with our suppliers, subcontractors and
consortium partners or other logistical difficulties. Certain of
our multi-year contracts also contain demanding installation
and maintenance requirements, in addition to other performance criteria relating to timing, unit cost requirements and
compliance with government regulations, which, if not satisfied, could subject us to substantial contractual penalties,
damages, non-payment and contract termination. There can
be no assurance that all of our fixed-priced contracts can be
completed profitably. For additional information, see “Notes to
Consolidated Financial Statements.”

We may face interruption of our supply chain, including the
inability of third parties to deliver parts, components and
services on time, and could be subject to rising raw material prices: Our financial performance depends in part on a
reliable and effective supply chain management for components, sub-assembles and other materials. Capacity constraints and market shortage resulting from an ineffective
supply chain management may lead to delays and additional
cost. We rely on third parties to supply us with parts, components and services. Using third parties to manufacture, assemble and test our products reduces our control over manufacturing yields, quality assurance, product delivery schedules
and costs. The third parties that supply us with parts and components also have other customers and may not have sufficient capacity to meet all of their customers’ needs, including
ours, during periods of excess demand. Component supply
delays can affect the performance of our Sectors. Although we
work closely with our suppliers to avoid supply-related problems, there can be no assurance that we will not encounter
supply problems in the future or that we will be able to replace
a supplier that is not able to meet our demand. This risk is particularly evident in businesses with a very limited number of
suppliers. Shortages and delays could materially harm our
business. Unanticipated increases in the price of components
due to market shortages or other reasons could also adversely
affect the performance of our Sectors.
Our Sectors purchase raw materials, including copper, steel,
aluminum and oil, which exposes them to fluctuations in energy and raw material prices. In recent times, commodities
have been subject to volatile markets, and such volatility is expected to continue. If we are not able to compensate for or pass
on our increased costs to customers, price increases could
have a material adverse impact on our financial results. In contrast, in times of falling commodity prices, we may not fully
profit from such price decreases as we attempt to reduce the
risk of rising commodity prices by several means, such as
long-term contracting or physical and financial hedging. In addition to price pressure that we may face from our customers
expecting to benefit from falling commodity prices, this could
also adversely affect our financial results.
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We may face operational failures and quality problems in
our value chain processes: Our value chain comprises all
steps, from research and development to production, marketing, sales and services. Operational failures in our value chain
processes could result in quality problems or potential product, labor safety, regulatory or environmental risks. Such risks
are particularly present in relation to our production facilities,
which are located all over the world and have a high degree of
organizational and technological complexity. From time to
time, some of the products we sell might have quality issues
resulting from the design or manufacture of such products or
from the software integrated into them. Such operational failures or quality issues could have a material adverse effect on
our financial condition or results of operations.

ment of foreign currency exchange rates, our hedging activities can have significant effects on our cash flow. Our Sectors
and Cross-Sector Businesses engage in currency hedging activities which sometimes do not qualify for hedge accounting.
In addition, our Corporate Treasury has interest rate hedging
activities which also do not qualify for hedge accounting, and
are subject to changes in interest rates. Accordingly, exchange
rate and interest rate fluctuations may influence our financial
results and lead to earnings volatility. A strengthening of the
euro (particularly against the U.S. dollar) may also change our
competitive position, as many of our competitors may benefit
from having a substantial portion of their costs based in
weaker currencies, enabling them to offer their products at
lower prices. For more information regarding currency risks,
interest rate risks, hedging activities and other market risks,

We are dependent upon hiring and retaining highly qualified management and technical personnel: Competition for
highly qualified management and technical personnel remains intense in the industries and regions in which our
Sectors and Cross-Sector Businesses operate. In many of our
business areas, we intend to extend our business activities, for
which we will need highly skilled employees. Our future success depends in part on our continued ability to hire, assimilate and retain engineers and other qualified personnel. There
can be no assurance that we will continue to be successful in
attracting and retaining highly qualified employees and key
personnel in the future, and any inability to do so could have a
material adverse effect on our business.

Financial risks
We are exposed to currency risks and interest rate risks: We
are exposed to fluctuations in exchange rates, especially between the U.S. dollar and the euro, because a high percentage
of our business volume is conducted in the U.S. and as exports
from Europe. As a result, a strong euro in relation to the U.S.
dollar and other currencies can have a material impact on our
other revenues and results. Certain currency risks as well as
interest rate risks are hedged on a Company-wide basis using
derivative financial instruments. Depending on the develop-

please see “Notes to Consolidated Financial Statements.”

We are exposed to volatile credit spreads: Regarding our
Corporate Treasury activities, widening credit spreads due to
uncertainty and risk aversion in the financial markets might
lead to changing fair market values of our existing trade receivables and derivative financial instruments. In addition, we
also see a risk of increasing refinancing costs if the recent stabilization and improvement in the global financial markets
does not persist. Furthermore, costs for buying protection on
credit default risks could increase due to a potential increase of
counterparty risks.

Our future financing via Corporate Treasury may be affected by the uncertainties of economic conditions and the
development of capital and bank markets: Our Corporate
Treasury is responsible for the financing of the Company and
our Sectors and Cross-Sector Businesses. A negative development in the capital markets could increase our cost of debt
capital. The developments in the subprime mortgage market
in the U.S. and the worldwide financial market crisis have had
a global impact on the capital markets with subsequent losses
and worsening liquidity of many financial institutions. The decision of several governments to pump fresh liquidity into the
market and to support the banking sector results in immense
available liquidity in the capital markets. But this liquidity
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could only be available for well rated companies and at significantly higher credit spreads as a financial crisis could lead to a
higher degree of risk awareness among investors. These developments could also influence our future possibilities of obtaining debt financing. Regarding our Corporate Treasury activities, deteriorating credit quality and/or default of counterparties may adversely affect our results.

Further downgrades of our ratings may increase our cost of
capital and could negatively affect our businesses: Our financial condition, results of operations and cash flows are influenced significantly by the actual and expected performance
of the Sectors and Cross-Sector Businesses, as well as the Company ’s portfolio measures. An actual or expected negative development of our results of operations or cash flows or an increase in our net debt position may result in the deterioration
of our credit rating. In June 2009, Standard & Poor’s changed
its long-term credit rating for Siemens from “AA-” to “A+”. Further downgrades by rating agencies may increase our cost of
capital, may reduce our potential investor base and may negatively affect our businesses.
Our financing activities subject us to various risks, including credit, interest rate and foreign exchange risk: We provide our customers various forms of direct and indirect financing in connection with large projects such as those undertaken
by our Energy Sector. We finance a large number of smaller
customer orders, for example the leasing of medical equipment, in part through SFS. SFS also incurs credit risk by financing third-party equipment or by taking direct or indirect participations in financings, such as syndicated loans. We partially
take a security interest in the assets we finance or receive additional collateral. We may lose money if the credit quality of
our customers deteriorates or if they default on their payment
obligation to us, if the value of the assets that we have taken a
security interest in or additional collateral declines, if interest
rates or foreign exchange rates fluctuate, or if the projects in
which we invest are unsuccessful. Potential adverse changes
in economic conditions could cause a further decline in the
fair market values of financial assets and customer default
rates to increase substantially and asset and collateral values
to decline, resulting in losses which could have a negative effect on our financial condition or results of operations.
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Our financial condition and results of operations may be
adversely affected by several parameters influencing the
funded status of our pension benefit plans: The funded status of our pension plans may be affected by an increase or decrease in the defined benefit obligation (DBO), as well as by an
increase or decrease in the value of plan assets. Pensions are
accounted for in accordance with actuarial valuations, which
rely on statistical and other factors in order to anticipate future
events. These factors include key pension plan valuation assumptions such as the discount rate, expected rate of return
on plan assets, rate of future compensation increases and pension progression. Assumptions may differ from actual developments due to changing market and economic conditions,
thereby resulting in an increase or decrease in the DBO. Significant movements in financial markets or a change in the port
folio mix of invested assets can result in corresponding increases or decreases in the value of plan assets, particularly
equity securities, or in a change of the expected rate of return
on plan assets. Also, changes in pension plan assumptions can
affect net periodic pension cost. For example, a change in discount rates or in the expected return on plan assets assumptions may result in changes in the net periodic benefit cost in
the following financial year. In order to comply with local pension regulations in selected foreign countries we may face a
risk of increasing cash outflows to reduce an underfunding of
our pension plans in these countries, if any. The underfunding
of Siemens’ principal pension plans as of September 30, 2009
amounted to €4.0 billion, compared to an underfunding of
€2.5 billion at the end of fiscal 2008. The increase in underfunding was primarily due to a decrease in the discount rate
assumption at September 30, 2009, which increased the DBO.
This negative effect on the funded status was only partly compensated by the actual return on plan assets, which significantly exceeded the expected return. Both factors, discount
rate and actual return, are being significantly influenced by the
conditions in the global financial markets. For additional information, see “Notes to Consolidated Financial Statements.”
For further information with regard to financial risks and
financial risk management, see “Notes to Consolidated Financial Statements.”
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Compliance risks

found not to have taken effective steps to address the allegations or findings of corruption in our business, this may impair

Public prosecutors and other government authorities in jurisdictions around the world are conducting investigations
of our Company and certain of our current and former employees regarding allegations of public corruption and
other illegal acts. The results of these and any future investigations may have a material adverse effect on the development of future business opportunities, our financial results and condition, the price of our shares and ADSs and
our reputation: Public prosecutors and other government authorities in jurisdictions around the world are investigating allegations of corruption at a number of our former business
Groups and regional companies. In addition to ongoing investigations, there could be additional investigations launched in
the future by governmental authorities in these or other jurisdictions and existing investigations may be expanded. As a result, governmental authorities may take action against us or
some of our employees. These actions could include further
criminal and civil fines as well as penalties, sanctions, injunctions against future conduct, profit disgorgements, disqualifications from directly and indirectly engaging in certain types
of business, the loss of business licenses or permits or other
restrictions. In addition to monetary and other penalties, further monitors could be appointed to review future business
practices with the goal of ensuring compliance with applicable
laws and we may otherwise be required to further modify our
business practices and compliance programs. Tax authorities
may also impose certain remedies, including potential tax penalties. Depending on the development of the investigations,
we may be required to accrue material amounts for such penalties, damages, profit disgorgement or other possible actions
that may be taken by various governmental authorities. Any of
the foregoing could have a material adverse effect on our business, financial results and condition, the price of our shares
and ADSs and our reputation.

our ability to participate in business with governments or nongovernmental organizations and may result in formal exclusions from such business, which may have a material adverse
effect on our business. For example, legislation of member
states of the European Union could in certain cases result in
mandatory or discretionary exclusion from public contracts in
case of a conviction for bribery and certain other offences or
for other reasons. As described in more detail in “Notes to Consolidated Financial Statements,” we or our subsidiaries have in
the past been excluded from government contracting as a result of findings of corruption or other misconduct. Conviction
for illegal behavior or exclusion from participating in contracting with governments or non-governmental organizations in
one jurisdiction may lead to exclusion in other jurisdictions or
by other non-governmental organizations. Even if we are not
formally excluded from participating in government business,
government agencies or non-governmental organizations
may informally exclude us from tendering for or participating
in certain contracts. From time to time, we have received requests for information from government customers and nongovernmental organizations regarding the investigations described above and our response to those investigations. We
expect to receive more such requests in the future.
In addition, our involvement in existing and potential corruption proceedings could damage our reputation and have an
adverse impact on our ability to compete for business from
both public and private sector customers. The investigations
could also impair our relationship with business partners on
whom we depend and our ability to obtain new business partners. They may also adversely affect our ability to pursue strategic projects and transactions which could be important to
our business, such as strategic alliances, joint ventures or
other business combinations. Current or possible future investigations could result in the cancellation of certain of our exist-

Additionally, we engage in a substantial amount of business
with governments and government-owned enterprises around

ing contracts, and the commencement of significant thirdparty litigation, including by our competitors.

the world. We also participate in a number of projects funded
by government agencies and non-governmental organizations

Many of the governmental investigations are at this time still

such as multilateral development banks. If we or our subsidiar-

ongoing and we cannot predict when they will be completed or

ies are found to have engaged in certain illegal acts or are

what their outcome will be, including the potential effect that
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their results or the reactions of third parties thereto may have

The demand for many of the products of our Sectors and Cross-

on our business. Future developments in these investigations,

Sector Businesses, particularly those that derive their revenue

responding to the requests of governmental authorities and

from large projects, can be affected by expectations of future

cooperating with them, especially if we are not able to resolve

demand, prices and gross domestic product in the markets in

the investigations in a timely manner, could divert manage-

which those Sectors and Cross-Sector Businesses operate. If

ment’s attention and resources from other issues facing our

any of these risks or similar risks associated with our interna-

business. Management has implemented a remediation plan

tional operations were to materialize, our results of operations

to address corruption and compliance risk in our business. If

and financial condition could be materially adversely affected.

this remediation plan is unsuccessful, we would continue to
be exposed to the risks described above.

We are subject to regulatory risks associated with our international operations: Protectionist trade policies and changes
in the political and regulatory environment in the markets in
which we operate such as foreign exchange import and export
controls, tariffs and other trade barriers and price or exchange
controls could affect our business in several national markets,
impact our sales and profitability and make the repatriation of
profits difficult, and could lead to penalties, sanctions and reputational damages if we are not compliant with those regulations. In addition, the uncertainty of the legal environment in
some regions could limit our ability to enforce our rights. Furthermore, as a globally operating organization, we also conduct business with customers in countries subject to export
controls, embargos or other forms of trade restrictions imposed by U.S., the European Union or other countries or organizations. Future interpretations or developments of sanctions
regimes could lead to a curtailment of existing and/or planned
business activities and the possibility of reputational harm. We
expect that sales to emerging markets will continue to account
for an increasing portion of our total sales, as our business
naturally evolves and as developing nations and regions
around the world increase their demand for our offering.
Emerging market operations present several risks, including
civil disturbances, health concerns, cultural differences such
as employment and business practices, volatility in gross domestic product, economic and governmental instability, the
potential for nationalization of private assets and the imposition of exchange controls. In particular, the Asian markets are
important for our long-term growth strategy, and our sizeable
operations in China are influenced by a legal system that is still
developing and is subject to change. Our growth strategy
could be limited by governments supporting local industries.
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Our business could suffer as a result of current or future litigation: We are subject to numerous risks relating to legal,
governmental and regulatory proceedings to which we are
currently a party or to which we may become a party in the future. We routinely become subject to legal, governmental and
regulatory investigations and proceedings involving, among
other things, allegations of improper delivery of goods or services, product liability, product defects, quality problems, intellectual property infringement, non-compliance with tax
regulations and/or alleged or suspected violations of applicable laws. In addition, we may face claims in connection with
the circumstances that led to the corruption proceedings described above. For additional information with respect to specific proceedings, see “Notes to Consolidated Financial Statements.” There can be no assurance that the results of these or
any other proceedings will not materially harm our business,
reputation or brand. Moreover, even if we ultimately prevail on
the merits in any such proceedings, we may have to incur substantial legal fees and other costs defending ourselves against
the underlying allegations. We record a provision for legal risks
when (1) we have a present obligation as a result of a past
event; (2) it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation;
and (3) a reliable estimate can be made of the amount of the
obligation. In addition, we maintain liability insurance for certain legal risks at levels our management believes are appropriate and consistent with industry practice. Our insurance
policy, however, does not protect us against reputational damage. Moreover, we may incur losses relating to legal proceedings beyond the limits, or outside the coverage, of such insurance. Finally, there can be no assurance that we will be able to
maintain adequate insurance coverage on commercially reasonable terms in the future. Each of these risks may have a
material adverse effect on our results of operations or financial
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condition and our provisions for legal proceedings-related

Legal proceedings

losses may not be sufficient to cover our ultimate loss or exFor information on legal proceedings, see “Notes to Consoli-

penditure.

dated Financial Statements.”

Examinations by tax authorities and changes in tax regulations could result in lower earnings and cash flows: We operate in approximately 190 countries and therefore are subject
to different tax regulations. Changes in tax law could result in
higher tax expense and payments. Furthermore, this could
materially impact our tax receivables and liabilities as well as
deferred tax assets and deferred tax liabilities. In addition, the
uncertainty of tax environment in some regions could limit our
ability to enforce our rights. As a globally operating organization, we conduct business in countries subject to complex tax
rules, which may be interpreted in different ways. Future interpretations or developments of tax regimes may affect our tax
liability, return on investments and business operations. We
are regularly examined by tax authorities in various jurisdictions.
We are subject to environmental and other government
regulations: Some of the industries in which we operate are
highly regulated. Current and future environmental and other
government regulations or changes thereto, may result in significant increases in our operating or product costs. We could
also face liability for damage or remediation for environmental
contamination at the facilities we design or operate. For further information, see “Notes to Consolidated Financial Statements.” We establish provisions for environmental risks when
(1) we have a present obligation as a result of a past event; (2) it
is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation; and (3) a reliable estimate can be made of the amount of the obligation.
With regard to certain environmental risks, we maintain liability insurance at levels that our management believes are appropriate and consistent with industry practice. We may incur
environmental losses beyond the limits, or outside the coverage, of such insurance, and such losses may have a material
adverse effect on the results of our operations or financial condition and our provisions for environmental remediation may
not be sufficient to cover the ultimate losses or expenditures.
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eligible employees may not dispose of any shares transferred
to them in this way prior to the expiration of the holding period.
Shares issued to employees worldwide, – to the extent legally
permissible – under the new stock scheme implemented since
the beginning of fiscal 2009, i.e., the Share Matching Plan are

Composition of common stock

freely transferable. However, participants are required to own
and hold the shares issued to them under the rules of the Plan

As of September 30, 2009, the Company ’s common stock to-

for a vesting period of about three years in order to receive one

taled €2.743 billion (2008: €2.743 billion) divided into

matching share free of charge for each three shares. Any sale

914,203,421 (2008: 914,203,421) registered shares with no par

or transfer of the shares prior to vesting of the 3-years period

value and a notional value of €3.00 per share. The shares are

will forfeit the right to receive matching shares for the sold or

fully paid in. In accordance with §4 (3) of the Company ’s Arti-

transferred share.

cles of Association, the right of shareholders to have their
ownership interests evidenced by document is excluded, un-

The von Siemens-Vermögensverwaltung GmbH (vSV) has, on

less such evidence is required under the regulations of a stock

a sustained basis, powers of attorney allowing it to vote, as of

exchange on which the shares are listed. Collective share cer-

October 13, 2009, 10.805.913 shares on behalf of members of

tificates may be issued. Pursuant to §67 (2) of the German

the Siemens family, whereby aforementioned shares consti-

Stock Corporation Act (Aktiengesetz, AktG), only those per-

tute a part of the overall number of shares held by members of

sons recorded in the Company ’s stock register will be recog-

the Siemens family. The vSV is a German limited liability com-

nized as shareholders of the Company. For purposes of record-

pany and party to an agreement with, among others, members

ing the shares in the Company ’s stock register, shareholders

of the Siemens family (“family agreement“). In order to bundle

are required to submit to the Company the number of shares

and represent their interests, the members of the Siemens

held by them and their e-mail address if they have one and, in

family established a family partnership. This family partner-

the case of individuals, their name, address and date of birth,

ship makes proposals to the vSV with respect to the exercise of

or in the case of legal entities, their company name, business

the voting rights at Annual Shareholders’ Meetings of the

address and registered offices.

Company, which are taken into account by the vSV when acting within the bounds of its professional discretion. Pursuant

All shares confer the same rights and obligations. At the

to the family agreement, the shares under powers of attorney

Annual Shareholders’ Meeting, each share of stock has one

are voted by the vSV collectively.

vote and accounts for the shareholders’ proportionate share in
the Company ’s net income. Excepted from this rule are treasury shares held by the Company, which do not entitle the
Company to any rights. The shareholders’ rights and obliga-

Equity interests exceeding
10% of voting rights

tions are governed by the provisions of the German Stock Corporation Act, in particular by §12, §53a et seq., §118 et seq., and

The German Securities Trading Act (Wertpapierhandelsge-

§186 of the German Stock Corporation Act.

setz, WpHG) requires any investor whose percentage of voting rights reaches, exceeds or falls below certain thresholds
as the result of purchases, disposals or otherwise must notify

Restrictions on voting rights
or transfer of shares

the Company and the German Federal Financial Supervisory
Authority (Bundesanstalt für Finanzdienstleistungsaufsicht,
BaFin) thereof. The lowest threshold for notification is 3%.
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Shares issued to employees under our former employee stock

We are not aware of, nor have we been notified of, any share-

schemes are subject to company-imposed private law restric-

holder directly or indirectly holding 10% or more of the voting

tions on disposal for two to five years. As a matter of principle,

rights.
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Shares with special rights
conferring powers of control

According to §8 (1) of the Articles of Association, the Managing Board is comprised of several members, the number of
which is determined by the Supervisory Board. Pursuant to

There are no shares with special rights conferring powers of

§84 of the German Stock Corporation Act and §9 of the Articles

control.

of Association, the Supervisory Board may appoint a President
of the Managing Board as well as a Vice President. If a required
member of the Managing Board has not been appointed, the

System of control of any employee share
scheme where the control rights are
not exercised directly by the employees

necessary appointment shall be made, in urgent cases, by a
competent court upon motion by any party concerned, in
accordance with §85 of the German Stock Corporation Act.
Pursuant to §84 (3) of the German Stock Corporation Act, the

Shares of stock issued by Siemens AG to employees under its

Supervisory Board may revoke the appointment of an individ-

employee stock scheme are transferred directly to the employ-

ual as member of the Managing Board or as President of the

ees. The beneficiary employees who hold shares of employee

Managing Board for good cause.

stock may exercise their control rights in the same way as any
other shareholder directly in accordance with applicable laws

According to §179 of the German Stock Corporation Act, any

and the Articles of Association.

amendment to the Articles of Association requires a resolution
of the Annual Shareholders’ Meeting. The authority to adopt
purely formal amendments to the Articles of Association was

Legislation and provisions of the Articles
of Association applicable to the appointment
and removal of members of the Managing
Board and governing amendments to the
Articles of Association

transferred to the Supervisory Board under §13 (2) of the Articles of Association. In addition, by resolution of the Annual
Shareholders’ Meetings on January 26, 2006 and January 27,
2009, the Supervisory Board has been authorized to amend §4
of the Articles of Association in accordance with the utilization
of the Authorized Capital 2006 and Authorized Capital 2009,

The appointment and removal of members of the Managing

and after expiration of the then-applicable authorization pe-

Board is subject to the provisions of §84 and §85 of the Ger-

riod.

man Stock Corporation Act and §31 of the German Codetermination Act (Mitbestimmungsgesetz, MitbestG). According to

Resolutions of the Annual Shareholders’ Meeting require a

these provisions, members of the Managing Board are ap-

simple majority vote, unless a greater majority is required by

pointed by the Supervisory Board for a maximum term of five

law. Pursuant to §179 (2) of the German Stock Corporation Act,

years. They may be reappointed or have their term of office ex-

amendments to the Articles of Association require a majority

tended for one or more terms of up to a maximum of five years

of at least three-fourth of the capital stock represented at the

each. Pursuant to §31 (2) of the German Codetermination Act,

voting round, unless another capital majority is prescribed by

a majority of at least two thirds of the members of the Supervi-

the Articles of Association.

sory Board is required to appoint members of the Managing
Board. If such majority is not achieved, the Mediation Committee shall give, within one month after the first round of voting,
a recommendation for the appointments to the Managing

Powers of the Managing Board
to issue and repurchase shares

Board. The Supervisory Board will then appoint the members
of the Managing Board with the votes of the majority of its

The Managing Board is authorized to increase, with the ap-

members. If such appointment fails, the Chairman of the Su-

proval of the Supervisory Board, the capital stock until January

pervisory Board shall have two votes in a new round of voting.

25, 2011 by up to €71,130,000 nominal through the issuance of
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up to 23,710,000 registered shares of no par value against con-

butions in cash. The authorization also includes the possibility

tributions in cash (Authorized Capital 2006). The authoriza-

to assume the necessary guarantees for bonds issued by sub-

tion may be implemented in installments. Preemptive rights of

sidiaries of Siemens AG and to grant the holders of such bonds

existing shareholders are excluded. The new shares shall be

Siemens shares in satisfaction of the obligations under the

issued under the conditions that they are offered exclusively

conversion or option rights attaching to these bonds. The

to employees of Siemens AG and its subsidiaries, provided that

bonds may be issued once or several times, in whole or in part.

these subsidiaries are not listed companies themselves and do

The individual bonds shall rank pari passu in all respects.

not have their own employee stock schemes.
In case of bonds with warrants being issued, the pro rata
Furthermore, the Managing Board is authorized to increase,

amount of the capital stock represented by the shares sub-

with the approval of the Supervisory Board, the capital stock

scribed for on the basis of one fractional bond with warrant

until January 26, 2014 by up to €520,800,000 nominal through

must not exceed the principal amount of the fractional bond

the issuance of up to 173,600,000 registered shares of no par

with warrant. In the case of convertible bonds being issued,

value against cash contributions and/or contributions in kind

the pro rata amount of the capital stock represented by the

(Authorized Capital 2009). The Managing Board is authorized

shares subscribed for on the basis of a convertible bond must

to exclude, with the approval of the Supervisory Board, pre-

not exceed the principal amount or the lower issue price of a

emptive rights of shareholders in the event of capital increases

fractional convertible bond.

against contributions in kind. In addition, preemptive rights of
shareholders may be excluded in the event of capital increases

In case of bonds being issued that grant conversion rights

against cash contributions, (i) to make use of any fractional

without stipulating a conversion obligation, the conversion or

amounts, (ii) in order to grant holders of conversion or option

exercise price shall be equal to the lower of 125% of the vol-

rights issued by the Company or any of its subsidiaries, as protection against the effects of dilution, preemptive rights to sub-

ume-weighted average market price of the Siemens stock in

scribe for new shares, and (iii) if the issue price of the new shares

between the beginning of institutional placing and the deter-

is not significantly lower than their stock market price and the

mination of the issue amount of the bonds (“price determina-

total of the shares issued in accordance with §186 (3), 4th sen-

tion”) and 125% of the volume-weighted average market price

tence, of the German Stock Corporation Act does not exceed 10%

of the Siemens stock in Xetra trading (or a comparable succes-

of the capital stock at the date of using this authorization.

sor system) during the last hour prior to the price determina-

Xetra trading (or a comparable successor system) in the period

tion. If there is no institutional placing prior to the price deterAs of September 30, 2009, the total unissued authorized capi-

mination, the conversion or exercise price shall be equal to

tal of Siemens AG therefore consisted of €591,930,000 nominal

125% of the volume-weighted average market price of the

that may be issued in installments with varying terms by issu-

Siemens stock in Xetra trading (or a comparable successor

ance of up to 197,310,000 registered shares of no par value. For

system) on the five trading days preceding the date of price

details, please refer to §4 of the Articles of Association.

determination. The lower of the two volume-weighted average
prices in the case of institutional placing or, in the absence of

By resolution of the Annual Shareholders’ Meeting of January

such a placing prior to the price determination, the volume-

27, 2009, the Managing Board was authorized until January 26,

weighted average market price of the five trading days preced-

2014 to issue bonds in an aggregate principal amount of up to

ing the date of price determination is hereinafter also referred

€15,000,000,000 with conversion rights (convertible bonds)

to as the “reference price”.

or with warrants (bonds with warrants) entitling the holders
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to subscribe to up to 200,000,000 new registered shares of no

In case of bonds being issued that stipulate a conversion obli-

par value, representing a pro rata amount of up to €600,000,000

gation, the conversion price shall be equal to the following

of the capital stock. The bonds are to be issued against contri-

amount: (i) 100% of the reference price if the arithmetic mean
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of the closing prices of the Siemens stock in Xetra trading (or a

As a matter of principle, the bonds are to be offered to the

comparable successor system) during the last twenty consecu-

shareholders for purchase. However, the Managing Board is

tive trading days ending on the third trading day prior to the

authorized to exclude, with the approval of the Supervisory

date of conversion is lower than or equal to the reference price;

Board, any preemptive rights of shareholders, (i) if the issue

(ii) 120% of the reference price if the arithmetic mean of the

price of a bond is not significantly lower than its fair market

closing prices of the Siemens stock in Xetra trading (or a com-

value determined in accordance with generally accepted actu-

parable successor system) during the last twenty consecutive

arial methods, (ii) if this is necessary with regard to fractional

trading days ending on the third trading day prior to the date

amounts, and (iii) in order to grant holders of conversion or

of conversion is higher than or equal to 120% of the reference

option rights on shares of the Company preemptive rights as

price; (iii) the arithmetic mean of the closing prices of the

compensation against the effects of dilution.

Siemens stock in Xetra trading (or a comparable successor
system) during the last twenty consecutive trading days end-

In order to grant shares of stock to holders of convertible

ing on the third trading day prior to the date of conversion if

bonds or bonds with warrants issued until January 26, 2014 by

this amount is higher than the reference price, but lower than

the Company or any of its subsidiaries in accordance with

120% of the reference price; or (iv) notwithstanding the above

authorization of the Managing Board adopted by the Annual

provisions, 120% of the reference price if the holder of the

Shareholders’ Meeting on January 27, 2009, the capital stock

bonds exercises an existing conversion right prior to the com-

was conditionally increased by up to €600,000,000 through

mencement of the conversion obligation.

the issuance of up to 200,000,000 registered shares of no par
value (Conditional Capital 2009).

Without prejudice to § 9 (1) of the German Stock Corporation
Act (AktG), the conversion or exercise price shall be reduced by

For further information on the conditional capitals of the Com-

virtue of a dilution protection clause subject to a more precise

pany as of September 30, 2009 see “Notes to Consolidated

definition of the terms and conditions of the bonds by pay-

Financial Statements.”

ment of a corresponding amount in cash upon exercise of the
conversion rights or by reduction of the additional cash contri-

Based on a resolution of the Annual Shareholders’ Meeting on

bution if Siemens AG grants preemptive rights to its sharehold-

January 24, 2008, the Company was authorized to repurchase

ers during the conversion or option period (raising its capital

until July 23, 2009 up to 10% of its 914,203,421 shares of capital

stock, issuing further bonds or participatory notes (Genuss

stock existing at the date of adopting the resolution. On Janu-

rechte) with conversion or option rights or granting other op-

ary 27, 2009, the Annual Shareholders’ Meeting authorized the

tion rights) and holders of conversion or option rights are not

Company to acquire until July 26, 2010 up to 10% of its capital

given preemptive rights on the scale to which they would be

stock of 914,203,421 shares existing at the date of adopting the

entitled upon exercise of their conversion or option rights. In-

resolution. The authorization of January 27, 2009, which is de-

stead of a payment in cash or reduction of the additional cash

scribed in greater detail below, replaced the previous authori-

contribution, the conversion ratio – if possible – may also be

zation of January 24, 2008 with effect from March 1, 2009. The

adjusted by dividing the principal amount by the reduced con-

aggregate of shares acquired under this authorization and any

version price. The terms and conditions may additionally pro-

other shares previously acquired and still held in treasury by

vide for an adjustment of the conversion or option rights in the

the Company or to be attributed to the Company pursuant to

event of a capital reduction, a stock split or other extraordinary

§71d and §71e of the German Stock Corporation Act, shall at no

events (such as control being obtained by a third party).

time exceed 10% of the then existing capital stock. The authorization may be exercised by the Company in whole or in part,

The Managing Board is authorized to determine, alone or in

once or several times, but also by any of its subsidiaries or by

cooperation with the management bodies of the issuing sub-

third parties on behalf of the Company or its subsidiaries.

sidiaries, the further terms and conditions of the bonds.
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The acquisition of the shares of stock is accomplished at the

ject to compliance with the principle of equal treatment, at the

discretion of the Managing Board either by purchase over the

then current stock market price of the Siemens stock in Xetra

stock exchange or through a public share purchase offer. If the

trading (or a comparable successor system). The predeter-

shares are acquired over the stock exchange, the purchase

mined purchase price to be paid per Siemens share upon exer-

price paid per share (excluding incidental transaction charges)

cise of the options (“strike price”) may neither exceed the aver-

may neither exceed nor fall below the market price of the

age closing price of the Siemens stock in Xetra trading (or a

Siemens stock on the trading day, as determined at the opening auction of Xetra trading (or a comparable successor sys-

comparable successor system) during the last three trading
days prior to conclusion of the relevant option contract by more

tem), by more than 10%. If the shares are acquired through a

than 10% nor fall below this average closing price by more than

public share purchase offer, the purchase price or purchase

30% (in each case excluding incidental transaction charges, but

price range per share (excluding incidental transaction charges)

taking into account option premiums received or paid).

may neither exceed the average closing price of the Siemens
stock in Xetra trading (or a comparable successor system) dur-

By resolution of the Annual Shareholders’ Meetings on January

ing the last five trading days prior to the date on which the

24, 2008 and January 27, 2009, the Managing Board was au-

final Managing Board resolution about the formal offer is

thorized to also use shares acquired on the basis of this or any

made, by more than 10% nor fall below this average closing

previously given authorization as follows: (i) such shares of

price by more than 20%. If, in the case of a public share pur-

stock may be retired (pursuant to the authorization of 2009

chase offer, the number of Siemens shares tendered or offered

without and pursuant to the authorization of 2008 with the

for purchase by shareholders exceeds the total volume of

approval of the Supervisory Board); (ii) such shares of stock

shares which the Company intends to reacquire, the share-

may be used to meet the obligations under the 2001 Siemens

holders’ right to tender may be excluded to the extent that the

Stock Option Plan; (iii) such shares of stock may be offered for

purchase will be in proportion to the Siemens shares tendered.

purchase to individuals currently or formerly employed by the

Furthermore, the tender of small lots of up to 150 Siemens

Company or any of its subsidiaries, or they may be granted and

shares per shareholder may receive preferential treatment.

transferred to such individuals with a holding period of at least
two years; (iv) such shares may, with the approval of the

The Managing Board was additionally authorized, with the ap-

Supervisory Board, be offered and transferred to third parties

proval of the Supervisory Board, to sell options whereby the

against contributions in kind, particularly in connection with

Company takes on the obligation of buying Siemens shares

business combinations or the acquisition of companies or in-

upon exercise of the options (“put options”), to purchase and

terests therein, (v) such shares may, with the approval of the

exercise options whereby the Company has the right to acquire

Supervisory Board, be sold to third parties against payment in

Siemens shares upon exercise of the options (“call options”),

cash if the price (excluding incidental transaction costs) at

and to acquire Siemens shares by using a combination of put

which such shares are to be sold is not significantly lower than

and call options. In exercising this authorization, all stock ac-

the market price of the Siemens stock on the trading day, as

quisitions based on put or call options, or a combination of put

determined during the opening auction of the Xetra trading
platform (or a comparable successor system), or (vi) such shares

and call options, are limited to a maximum volume of 5% of the

112

capital stock of 914,203,421 shares existing at the date of

may be used to service conversion or option rights granted by

adopting the resolution at the Annual Shareholders’ Meeting.

the Company or any of its subsidiaries. Furthermore, the Su-

The maturity term of the options must be chosen in such a way

pervisory Board was authorized to offer shares reacquired on

that the acquisition of Siemens shares upon exercise of the op-

the basis of this or any previously given authorization as stock-

tions will take place no later than July 26, 2010. It must be stip-

based compensation for purchase to members of the Manag-

ulated in the option terms and conditions that the exercise of

ing Board of Siemens AG under the same terms and conditions

options is to be satisfied only by utilizing Siemens shares

as those offered to employees of the Company, or to grant and

which were previously acquired over the stock exchange, sub-

transfer them with a holding period of at least two years.
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As of September 30, 2009, the Company held 47,777,661 (2008:

result of entering into an enterprise contract within the mean-

52,645,665) shares of stock in treasury.

ing of §291 of the German Stock Corporation Act, or if Siemens
AG is to be merged into another company – any member of the
Managing Board has the right to terminate the contract of em-

Significant agreements which take effect,
alter or terminate upon a change of control
of the Company following a takeover bid

ployment if such change of control results in a substantial
change in position (e.g. due to a change in corporate strategy
or a change in the Managing Board member’s duties and responsibilities). If this right of termination is exercised, the

Siemens AG maintains lines of credit in an aggregate amount

Managing Board member will receive a severance payment

of US$9 billion which provide its lenders with a right of termi-

which amounts to the base compensation and target bonus

nation in the event that (i) Siemens AG becomes a subsidiary

applicable at the time of contract termination for the remain-

of another company or (ii) an individual or a group of individu-

ing contractual term of office, but at least for a period of three

als acting in concert acquires effective control over Siemens

years. In addition, non-monetary benefits are settled by a cash

AG by being able to exercise significant influence over its ac-

payment equal to 5% of the severance payment. The stock-

tivities. In addition, Siemens AG has a credit line at its disposal

based compensation components awarded remain unaffected.

in the amount of €450 million which may be terminated by the

Stock options may, alternatively, also be exercised upon termi-

lender if major changes in Siemens AG’s corporate legal situa-

nation of the contract of employment. No severance payments

tion occur that jeopardize the orderly repayment of the credit.

are made if the Managing Board member receives benefits
from third parties in connection with a change of control. A

Agreements concluded by Siemens AG under the International

right of termination does not exist if the change of control oc-

Swaps and Derivatives Association Inc. framework (“ISDA

curs within a period of twelve (12) months prior to a Managing

agreements“) each give Siemens AG’s contractual party a right

Board member’s retirement. Managing Board members’ em-

of termination if (i) Siemens AG is merged into a third party, or

ployment contracts entered into in or after June 2008 provide

(ii) all or substantially all of the assets of Siemens AG are trans-

that severance payments in the event of a change of control

ferred to a third party. In the event that the third party does not

are limited to the amount recommended by the German Cor-

assume the obligations of Siemens AG, all outstanding trans-

porate Governance Code.

actions under the respective agreements may be terminated. If
the third party chooses to assume the obligations of Siemens
AG under such agreement and its creditworthiness is materially weaker than that of Siemens AG, the affected transactions
under the respective agreements may be terminated. In either
situation, the outstanding payment claims under such agreement are to be netted.

Compensation agreements with members
of the Managing Board or employees in the
event of a takeover bid
In the event of a change of control – i.e. if one or several shareholders acting jointly or in concert acquire a majority of the
voting rights in Siemens AG and exercise a controlling influence, or if Siemens AG becomes a dependent enterprise as a
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Compensation report

Report on expected developments

The Compensation report outlines the principles used for de-

WORLDWIDE ECONOMY

termining the compensation of the Managing Board of
Siemens AG and sets out the level and structure of Managing

The global economy showed first signs of recovery in the sec-

Board remuneration. In addition, the report describes the poli-

ond half of 2009 following the most serious recession since

cies and levels of compensation paid to Supervisory Board

the Second World War. IHS Global Insight anticipates that

members. The Compensation report is based on the recom-

global gross domestic product in real terms, which is expected

mendations and suggestions of the German Corporate Gover-

to fall by 2.1% in 2009 as a whole, will increase by 2.6% in 2010

nance Code and is in compliance with the applicable legal re-

and by 3.3% in 2011. The speed and strength of the recovery are

quirements of §§ 314 (1) no. 6a and 315 (2) no. 4 of the HGB. As

expected to vary widely from region to region, however, with

an integral part of the Notes to Consolidated Financial State-

forecasts predicting GDP growth of 5.2% in 2010 and 5.1% in

ments, the Compensation report is part of the audited Consoli-

2011 in real terms for the Asia, Australia region but a much

dated Financial Statements. The Compensation report is pre-

more restrained development in the Americas and the region

sented within the section “Corporate Governance”, included in

Europe, C.I.S., Africa and Middle East, which is the most impor-

this Annual Report for the fiscal year 2009.

tant market for Siemens. For the Americas region GDP is expected to grow by 2.3% in 2010 and 3.3% in 2011, while the
Europe, C.I.S., Africa and Middle East region can expect growth
of just 1.4% in 2010 and 2.2% in 2011 according to IHS Global
Insight. Smoothing the path of the global recovery are government stimulus programs and the measures enacted to help
stabilize the financial markets, the positive effects of both of
which are now becoming increasingly apparent. Continued
growth will, however, be conditional on the leading central
banks maintaining their expansive monetary policy.
Even at this point there remain a number of factors that could
derail the economic recovery now under way. Banks might
further restrict their lending activities as a result of the deterioration in the quality of loans triggered by the financial crisis
and the need to further shore up their own equity resources.
Rising unemployment and a blow dealt to consumer confidence by the recession could easily put a lasting damper on
consumer spending, especially in Europe and the USA. There
is also a risk that the expansive economic policy currently in
favor might be replaced too soon and too abruptly, with central
banks siphoning off the liquidity that has been pouring into
the markets in order to counter the threat of inflation and governments introducing austerity measures in an attempt to put
public finances back on a more sustainable footing.
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The value-added manufacturing sector, in which Siemens

MARKET DEVELOPMENT

largely operates, collapsed in all our reporting regions in 2009,
especially in our two strongest revenue-generating regions,

Due to the severe recession, most markets served by the

Europe, C.I.S., Africa, Middle East and the Americas. IHS Global

Industry Sector bottomed out during fiscal 2009, and those

Insight estimates a decline of more than 9% in 2009, yet it fore-

that did not are likely to do so during the first half of fiscal

sees growth of 4.2% in 2010 followed by likely growth of 5.4%

2010. Within the Sector, we anticipate a continued decline in

in 2011. In both years, growth in value-added manufacturing is

markets served by Industry Automation in early 2010, though

expected to be driven by dynamic development in the Asia,

significantly less drastic than during fiscal 2009. The Division’s

Australia region.

markets with longer business cycles are likely to be the most
affected, whereas a slight recovery is possible for the short-cy-

The plunge in investment activity witnessed in 2009 also con-

cle markets, even in the next quarters. The markets served by

tinues to restrict growth. IHS Global Insight expects gross

Drive Technologies are tending to develop in a similar way to

fixed investments, which accounts for a large share of gross

those served by Industry Automation, but with a foreseeable

domestic product and is significant for Siemens as a supplier of

time lag. These markets are therefore expected to continue to

plant and infrastructure, to rise by 3.9% worldwide in 2010, fol-

contract, especially in the early part of fiscal 2010. We antici-

lowing a decline of 6.4% in 2009. Even an increase of this mag-

pated that this will involve the Americas region in particular,

nitude will still leave gross fixed investments in 2010 slightly

but also Europe, C.I.S., Africa and Middle East. Building Tech-

below 2007 levels. The differences between regions will be

nologies serves markets in which the business cycle typically

even more pronounced on this measure than for gross domes-

runs behind overall economic development, and market vol-

tic product. According to IHS Global Insight, gross fixed invest-

ume is therefore expected to decline slightly in fiscal 2010.

ments in 2010 will rise by 9.5% in the Asia, Australia region and

Here too, the decline will be largely the result of slowing in the

3.0% in the Americas region but fall by 0.8% in the Europe, CIS,

Americas and in Europe, C.I.S., Africa and Middle East. The

Africa and Middle East region, which is where we generate the

lighting solutions market in which OSRAM operates is ex-

majority of our revenue. The forecast for 2011 predicts growth

pected to recover fairly quickly from the effects of the reces-

in global gross fixed investments of 5.7%. This time the Europe,

sion, such that it will grow in fiscal 2010 compared with fiscal

C.I.S., Africa and Middle East region should also see some

2009. The business cycle in markets served by Industry Solu-

growth, albeit it a modest 2.8%. The Americas region is ex-

tions runs slightly behind economic development as a whole;

pected to see much stronger growth of around 9% in 2011 as a

this applies especially for supplies to the steel industry. It is

result, in large part, of a surge in activity in the USA. IHS Global

therefore expected that these markets will continue to shrink

Insight anticipates that gross fixed investments will increase

slightly in fiscal 2010. For the worldwide transportation mar-

by 6.2% in the Asia, Australia region in 2011.

kets served by Mobility a continued growth is expected in the
coming fiscal year, albeit growth might be below the rate of

The forecasts presented above for gross domestic product and

2009.

gross fixed investments are based upon a report prepared by
value-added manufacturing are based upon a report prepared

Following a clear decline in the markets served by the Energy
Sector in fiscal 2009, signs of renewed growth are considered

by IHS Global Insight dated November 2009. This information

possible during the second half of fiscal 2010 at the earliest.

has not been independently verified by Siemens. The uncer-

Significant for this development is growth in global energy de-

tainties mentioned above make it difficult to produce a reliable

mand, infrastructure development in emerging economies,

forecast for expected developments at Siemens in fiscal 2010

the need for investment in replacement technologies in the

and, in particular, for fiscal 2011.

developed world and increased environmental awareness gen-

IHS Global Insight dated October 14, 2009, and the data for

erally. The market for the fossil power generation business,
which was slowing in fiscal 2009, could start to recover toward

218 Managing Board statements, Independent auditors’ report, Additional information
95 Net assets position

97 Report on post-balance sheet date events
98 Risk report

115
108 Information required pursuant to
§315 (4) HGB of the German Commercial
Code and explanatory report

114 Compensation report
114 Report on expected developments

the end of fiscal 2010. The market environment for renewable

SIEMENS GROUP

energy solutions is expected to remain competitive in fiscal
2010. Market development in the established markets of

Results of operations

Europe and the U.S. benefits from state subsidies. Within Asia,

We are basing our outlook for the Siemens Group and its Seg-

particularly in China and India, growth in renewable energy is

ments on the above mentioned expectations of the cyclical

expected in the next years. After the significant marked de-

economic situation, and in particular of moderate growth in

cline in volume in the oil and gas markets in 2009, there is a

global GDP over the next two fiscal years. We further assume

chance of growth for the next year. This expectation is based

economic growth without significant setbacks and relatively

on the continuing increase in global demand for energy and

stable foreign currency exchange rates for the U.S. dollar. To

the return of rising oil prices, which favor the opening up and

the extent that we report revenue on an organic basis, how-

exploitation of hard-to-reach sources of oil. Market growth is

ever, currency translation effects are not relevant. Our outlook

expected to remain moderate, with overall volume, at least in

does not include potential impacts of major portfolio trans

fiscal 2010, remaining well below the level it reached before

actions. Our investments within Equity Investments may re-

recession. As far as the power transmission market is con-

sult in impairments due to further deterioration in their busi-

cerned, a slight growth overall over the next few years is ex-

ness prospects or aggressive competitor movements. We hold

pected, driven in particular by infrastructure development in

considerable amounts of long-term tangible and intangible

emerging economies, investment in replacement technolo-

assets including goodwill, in our clinical diagnostics business

gies in industrialized countries and the integration of renew-

among others, and continually test its recoverable value. Here

able energies. As for the power transmission and distribution

again, adverse developments in the markets or competition

market, we anticipate that following its decline in fiscal 2009 it

could result in impairments. Such potential effects are not in-

will stagnate in fiscal 2010.

cluded in our outlook because at this time we are unable to reliably estimate whether or in what amount they might occur.

Market climate for the healthcare industry, within which our
Healthcare Sector operates, is expected to remain difficult in

To a certain extent, the challenging conditions in our markets

fiscal 2010. In particular, there is still uncertainty regarding

may make restructuring measures necessary. Financial im-

both the implementation and potential impact of health re-

pacts from such measures are not included in the following

form in the US. It is expected that the markets served by Imag-

outlook. Furthermore, our outlook is conditional on no signifi-

ing & IT will not develop uniformly, but will tend to shrink

cant increase in price pressure in markets for our products and

slightly. The potential reduction in public spending related to

services in the coming two years, and also on a general market

budget deficits may affect the healthcare industry in particu-

upturn in the second half of fiscal 2010, particularly for our

lar, and therefore have a negative influence on growth pros-

short-cycle businesses.

pects.
Following a double-digit decline in orders in fiscal 2009, we

116

National stimulus programs are expected to have different re-

expect only a mid-single-digit percentage decline in organic

sults on our Sectors. In particular, we expect these programs to

revenue in fiscal 2010 due to the stabilizing effect of our strong

support order growth in Divisions within the Industry and En-

order backlog. Our Fit42010 goal of growing organic revenue

ergy Sectors that serve infrastructure equipment markets. In

twice as fast as global GDP growth will presumably not be

contrast, investments in economic and financial stabilization

reached. This goal is based on normal business cycles unlike

programs combined with lower tax revenues due to the reces-

the current conditions characterized by the recession and

sion may reduce public sector spending in coming years and

effects of the financial crisis on the global economic environ-

therefore adversely affect the growth prospects outside of the

ment. Assuming a positive effect from government stimulus

infrastructure equipment markets.

programs and continued growth in our environmental port
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folio, we should be able to achieve organic growth in revenue

Financial position

in 2011. We plan to achieve revenue of approximately €25 bil-

We expect Free cash flow to decrease in fiscal 2010 compared

lion in fiscal 2011 from the sale of environmentally friendly

to fiscal 2009, which benefited strongly from reduction of in-

products and services.

ventories, particularly in the fourth quarter and collection of
receivables. Thereby Free cash flow showed a clear seasonal

Due particularly to the anticipated lower revenue, Total Sectors

development through the fiscal year. Furthermore, fiscal 2010

profit in fiscal 2010 is expected to decline compared to fiscal

Free cash flow could be burdened by changing customer

2009. We expect Total Sectors profit between €6.0 and €6.5 bil-

behavior regarding prepayments. We consider the possibility

lion in fiscal 2010, and an increase of approximately 20% in in-

of declining billings in excess of cost, which would continue a

come from continuing operations compared to €2.457 billion

trend in parts of our project business existing for several quar-

in the prior year. For fiscal 2011, we expect that Siemens could

ters. Over the business cycle, we aim to ensure that the ratio of

benefit from tailwinds from a recovering world economy.

Free cash flow to earnings (the cash conversion rate) is greater
than one minus our rate of revenue growth adjusted for port

One of our most important goals is to increase Siemens’ capital

folio and currency effects.

efficiency. We measure achievement of this goal via return on
capital employed (ROCE), which is the ratio of income from

Two key factors influencing Free cash flow are management of

continuing operations before interest to average capital em-

net working capital within cash provided by or used in operating

ployed, minus the balance of assets and liabilities held for dis-

activities, and additions to intangible assets, property, pant and

posal related to discontinued operations. Our midterm goal for

equipment within cash used in investing activities. In principle

ROCE is between 14% and 16%. This goal is based on normal

we aim to achieve a ratio of investments in intangible assets

business cycles. We therefore do not expect to reach it in fiscal

and fixed assets to depreciation and amortization expense in a

2010. We expect that ROCE development follows the expected

range from 95% to 115%. We will retain our stringent approval

income development in fiscal 2010 and 2011.

process for capital expenditures, which goes up to the Managing Board level and takes into account the macroeconomic environment and the development of new orders. In fiscal 2010, we
aim to keep our combined Sectors in the lower end of the range.
In the area of investment planning, the Industry Sector intends
to focus on investments in new products for automation and
drive solutions, building technologies and lighting solutions.
In addition, Industry will pursue selected investments in equipment replacement and rationalization. The Energy Sector plans
continued investments mainly in expanding its capacity in major sales markets and emerging economies. The Healthcare
Sector plans to continue investing in development of software
and IT solutions, primarily relating to imaging systems, and in
developing its markets for clinical diagnostics solutions.
For our medium-term capital structure, we seek a ratio of adjusted industrial net debt to adjusted EBITDA in the range of
0.8 to 1.0. In fiscal 2010, we expect the ratio to increase compared to fiscal 2009.
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SEGMENTS

the year, including the reduced capital spending by customers,
weak financing markets and uncertain public policy environ-

The statements for our segments are based on the above-

ment, particularly in the U.S. described earlier. In this environ-

mentioned macroeconomic conditions and specific market de-

ment, Healthcare expects fiscal 2010 organic revenue slightly

velopments, particularly including demand in our short-cycle

below the level of fiscal 2009. Sector profit is also expected to

businesses and pricing developments. Furthermore, our Seg-

come in near the prior-year level, excluding up to €100 million

ment statements do not include potential above-mentioned

in expected costs related primarily to the next phase of inte-

effects from portfolio transactions, impairments, restructur-

gration activities in the Diagnostics Division.

ing measures and legal and regulatory matters.
While we expect continued volatility in income from Equity
The Industry Sector expects a recovery for its short-cycle businesses in the second half of fiscal 2010. The Sector expects to
generate a significant amount of revenue from new orders
taken during fiscal 2010, in particular in the second half of the
fiscal year, while its €27.8 billion order backlog will generate
approximately €13 billion in fiscal 2010 revenue. Revenue generation out of the backlog could be held back somewhat by

I nvestments in the future, we anticipate that negative impacts
will be clearly reduced compared to fiscal 2009, which among
others included an impairment of our equity stake in NSN. Income from equity investments in the next two years will be
burdened by further charges in connection with measures already announced by NSN for cutting operating expenses and
manufacturing overhead costs.

customer cancellations or delays in execution of orders.
Revenue in fiscal 2010 is expected to be below the level of fis-

The international IT services markets in which Siemens IT

cal 2009, which included only limited impacts from the reces-

Solutions and Services operates saw a decline in fiscal 2009.

sion in the first half of the year. As a consequence of lower

Market volume is expected to be relatively stable in fiscal 2010.

revenue, profit and profitability are also expected to be below

We expect that Siemens IT Solutions and Services will bring in

the level of fiscal 2009, and profitability is expected to lie out-

revenue for fiscal 2010 at the utmost to the level of fiscal 2009.

side the target margin range which is based on normal busi-

On the basis of lower volume as well as measures aimed at im-

ness cycles. Industry initiated restructuring measures in fiscal

proving Siemens’ IT infrastructure, income for Siemens IT So-

2009 and plans to continue them to the necessary extent in

lutions and Services in fiscal 2010 is likely to be considerably

fiscal 2010.

burdened with restructuring costs.

The Energy Sector expects its €47.1 billion order backlog to
generate approximately €20 billion in fiscal 2010 revenue.

Despite expectations of continued challenges both in market

Revenue generation out of the backlog could however be held

come before income taxes at the same level as in fiscal 2009.

conditions and the credit environment, SFS aims to hold in-

back somewhat by customer cancellations or delays in execution of orders. Given expected developments in the market for

For our cross-Sector service business SRE, we anticipate a sig-

energy infrastructure solutions as described above, Energy ex-

nificant decline in income in fiscal 2010 compared to fiscal

pects to generate a significant additional amount of revenue

2009, which included a gain of €224 million from the sale of

from new orders taken during fiscal 2010, which may result in

residential real estate holdings. Lower income will also reflect

total revenue close to the prior year-level. Assuming that reve-

costs associated with reducing vacancy and consolidating lo-

nue develops well, the Sector expects to keep profitability

cations under a multi-year program to bundle Siemens’ entire

within its target margin range.

portfolio within SRE. The program is expected to generate

The Healthcare Sector estimates that approximately 50% of its

and €400 million in annual savings from 2014 onward.

approximately €250 million in cost savings annually by 2011
revenue is recurring. The non-recurring revenue in fiscal 2010
will be generated under market conditions prevailing during
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Furthermore, we expect a substantial loss on the planned sale

Opportunities

of the electronics assembly systems business in fiscal 2010.
During fiscal 2009, centrally carried pension costs rose by ap-

As described in the section “Risk report,” we have implemented

proximately €0.5 billion from the prior-year level, and we ex-

a comprehensive Enterprise Risk Management (ERM) ap-

pect no significant change year-over-year in fiscal 2010.

proach that is integrated into the organization and that addresses both risks and opportunities. Within the ERM approach, we regularly identify, evaluate and respond to oppor-

OVERALL ASSESSMENT

tunities that present themselves in our various fields of
activity, even in the current difficult macroeconomic environ-

Siemens anticipates that conditions in the manufacturing sec-

ment.

tor and world financial markets will remain challenging in fiscal 2010. Following a double-digit decline in orders in fiscal

While the stabilization in the global economy is regionally un-

2009, we expect only a mid-single-digit percentage decline in

balanced and subject to a high degree of uncertainty, and

organic revenue in fiscal 2010 due to the stabilizing effect of

market conditions are expected to remain challenging, we also

our strong order backlog. We expect Total Sectors profit be-

see opportunities for our business. For example, we expect to

tween €6.0 and €6.5 billion in fiscal 2010, and an increase of

win in the coming years a significant volume of new orders

approximately 20% in income from continuing operations

generated by stimulus programs already announced by gov-

compared to €2.457 billion in the prior year. This outlook is

ernments around the world to counter the negative impact of

conditional on no material deterioration in our pricing power

the macroeconomic downturn. In addition, due to a general

during the fiscal year and on improving market conditions in

decline in demand as a consequence of the current economic

the second half, particularly for our shorter-cycle businesses.

conditions, we hope to benefit from favorable price develop-

Furthermore this outlook excludes major impacts that may

ments on our supplier markets for components, sub-assembles

arise during the fiscal year from restructuring, portfolio trans-

and other materials. Further, the current macroeconomic envi-

actions, impairments, and legal and regulatory matters.

ronment may also present increased opportunities for strategic acquisitions.

Under the assumption of positive effects from stimulus programs and the environmental portfolio, we should be able to

We are continuously in the process of developing and imple-

resume organic revenue growth in fiscal 2011. With tailwinds

menting initiatives to reduce cost, adjust capacities as well as

from a recovering world economy, we expect to resume reve-

streamlining our product portfolio. The successful implemen-

nue growth and realize corresponding benefits for Total Sec-

tation of these measures may lead to additional profit and

tors profit and Income from continuing operations.

value for our customers. For example, we expect to generate
substantial and sustainable improvements in profitability from
our Supply Chain Management initiative launched in fiscal
2009 aimed at optimizing our supply chain management and
improving the management of our supplier-related risk. For
further information regarding this initiative, see “Business and
operating environment—Strategy—Important corporate programs and initiatives—Supply Chain Management initiative.”
The realignment of our sales and marketing activities on a
global basis in our cluster structure may also represent an opportunity to improve our profitability. By sharing resources and
eliminating overlapping back office functions, we see the opportunity to optimize our enterprise-wide cost position on a
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long-term basis. In addition, the realignment of our organiza-

In addition, through our research and development activities

tional structure and related process improvements are ex-

as well as through selective acquisitions, we constantly strive

pected to provide further business opportunities for Siemens.

to develop new products and solutions and improve existing
ones. We invest in new technologies that we expect to meet

Another opportunity for us is to further benefit from the above-

future demand in accordance with the four strategic mega-

average growth potential in the emerging markets by strength-

trends demographic change, urbanization, climate change

ening local entrepreneurship in these countries. Localizing

and globalization (for further information, see “Business and

certain activities, such as procurement, manufacturing, main-

operating environment—Global megatrends).” For example,

tenance and service in markets like the BRIC countries Brazil,

an opportunity is to develop the capabilities required to de-

Russia, India and China and the Middle East could enable us to

sign, manufacture and sell so-called SMART products (Simple,

reduce costs while enhancing our local presence, which in

Maintenance-friendly, Affordable, Reliable and Timely to mar-

turn is also expected to provide additional business opportuni-

ket). Adding such products to our current portfolio would en-

ties in these strategic growth markets.

able us to increase our revenues by serving large and fastgrowing regional markets, such as in Asia, where customers

We also have an opportunity to further grow in the areas of

may consider price as strongly as quality and innovation when

environment and climate protection. Our environmental port-

making a purchase. Many of the key areas of our research and

folio comprises products and solutions with exceptional en-

development activities focus on products and solutions capa-

ergy efficiency, systems and components for renewable forms

ble of strengthening and expanding our environmental portfo-

of energy, and environmental technologies. These products

lio. These focus areas include smart power grids, the technol-

and solutions are intended to help our customers to reduce

ogy for electric vehicles, including their integration into these

their carbon dioxide footprint, cut their energy costs and im-

smart grids, as well as concentrated solar power that plays an

prove their profitability through an increase in their productiv-

important role in accelerating the implementation of the

ity. We anticipate that public policy initiatives in many coun-

DESERTEC concept.

tries will lead to greater demand for such products and solutions in the years ahead, including from government stimulus

Our business, financial condition or results of operation could

programs already announced in connection with the current

suffer material adverse effects as a result of certain risks. For

macroeconomic and financial crisis. For further information,

an overview of our risk factors, see “Risk report.”

see “Business and operating environment—Strategy—Important corporate programs and initiatives—Environmental portfolio.”
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New orders and order backlog; 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; cash conversion rate, or
CCR; EBITDA (adjusted); EBIT (adjusted); earnings effect from purchase price allocation (PPA effects) and
integration costs; 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.
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 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.
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Consolidated Statements of Income
Consolidated Statements of Income
For the ﬁscal years ended September 30, 2009 and 2008
(in millions of €, per share amounts in €)

Note

Fiscal years ended September 30,
2009
2008

76,651

77,327

(55,941)

(56,284)

Gross proﬁt

20,710

21,043

Research and development expenses

(3,900)

(3,784)

(10,896)

(13,586)

Revenue
Cost of goods sold and services rendered

Marketing, selling and general administrative expenses

1,065

Other operating income

6

Other operating expense

7

(632)

Income (loss) from investments accounted for using the equity method, net

8

(1,946)

Financial income (expense), net

9

(510)

Income (loss) from continuing operations before income taxes
10

Income taxes
Income (loss) from continuing operations

4

Income (loss) from discontinued operations, net of income taxes
Net income (loss)

1,047
(2,228)
260
122

3,891

2,874

(1,434)

(1,015)

2,457

1,859

40

4,027

2,497

5,886

Attributable to:
205

161

2,292

5,725

Income (loss) from continuing operations

2.60

1.91

Income (loss) from discontinued operations

0.05

4.50

Net income (loss)

2.65

6.41

Income (loss) from continuing operations

2.58

1.90

Income (loss) from discontinued operations

0.05

4.49

Net income (loss)

2.63

6.39

Minority interest
Shareholders of Siemens AG
36

Basic earnings per share

36

Diluted earnings per share
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Consolidated Statements of Income
Consolidated Statements of Income
and Expense Recognized in Equity
and Expense Recognized in Equity
For the ﬁscal years ended September 30, 2009 and 2008
(in millions of €)

Note

2,497

Net income (loss)

Derivative ﬁnancial instruments
Actuarial gains and losses on pension plans and similar commitments
Total income and expense recognized directly in equity, net of tax 1, 2
Total income and expense recognized in equity

5,886

(506)

(313)

11

72

(122)

31/32

329

Currency translation differences
Available-for-sale ﬁnancial assets

Fiscal years ended September 30,
2009
2008

24

(237)

(1,249)

(1,719)

(1,354)

(2,391)

1,143

3,495

Attributable to:

1
2

Minority interest

203

159

Shareholders of Siemens AG

940

3,336

Includes income and (expense) resulting from investments accounted for using the equity method of €71 and €(38) for the ﬁscal years ended September 30, 2009 and 2008, respectively.
Includes minority interest relating to currency translation differences of €(1) and €1 for the ﬁscal years ended September 30, 2009 and 2008, respectively; as well as minority interests
relating to actuarial gains and losses on pension plans and similar commitments of €(1) and €(3) for the ﬁscal years ended September 30, 2009 and 2008, respectively.

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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Consolidated Balance Sheets
Consolidated Balance Sheets
As of September 30, 2009 and 2008
(in millions of €)

Note

9/30/2009

9/30/2008

10,159

6,893

Assets
Current assets
Cash and cash equivalents
Available-for-sale ﬁnancial assets

11

170

152

Trade and other receivables

12

14,449

15,785

Other current ﬁnancial assets

13

2,902

3,116

Inventories

14

14,129

14,509

612

610

15

1,191

1,368

Income tax receivables
Other current assets

4

Assets classiﬁed as held for disposal
Total current assets

517

809

44,129

43,242
16,004

Goodwill

16

15,821

Other intangible assets

17

5,026

5,413

Property, plant and equipment

18

11,323

11,258

Investments accounted for using the equity method

19

4,679

7,017

Other ﬁnancial assets

20

10,030

7,785

Deferred tax assets

10

3,291

3,009

Other assets
Total assets

627

735

94,926

94,463

698

1,819

7,593

8,860

Liabilities and equity
Current liabilities
23

Short-term debt and current maturities of long-term debt
Trade payables
Other current ﬁnancial liabilities

21

2,119

2,427

Current provisions

25

4,191

5,165

1,936

1,970

22

20,311

21,644

Income tax payables
Other current liabilities

4

Liabilities associated with assets classiﬁed as held for disposal
Total current liabilities

157

566

37,005

42,451

Long-term debt

23

18,940

14,260

Pension plans and similar commitments

24

5,938

4,361

Deferred tax liabilities

10

776

726

Provisions

25

2,771

2,533

187

376

26

2,022

2,376

67,639

67,083

Common stock, no par value 1

2,743

2,743

Additional paid-in capital

5,946

5,997

Retained earnings

22,646

22,989

Other components of equity

(1,057)

(953)

Treasury shares, at cost 2

(3,632)

(4,002)

26,646

26,774

Other ﬁnancial liabilities
Other liabilities
Total liabilities
27

Equity

Total equity attributable to shareholders of Siemens AG
Minority interest

641

606

Total equity

27,287

27,380

94,926

94,463

Total liabilities and equity
1
2

Authorized: 1,111,513,421 and 1,137,913,421 shares, respectively. Issued: 914,203,421 and 914,203,421 shares, respectively.
47,777,661 and 52,645,665 shares, respectively.

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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Consolidated Statements of Cash Flow
Consolidated Statements of Cash Flow
For the ﬁscal years ended September 30, 2009 and 2008
(in millions of €)

Note

Fiscal years ended September 30,
2009
2008

Cash ﬂows from operating activities
2,497

5,886

Amortization, depreciation and impairments

2,924

3,213

Income taxes

1,492

831

Net income
Adjustments to reconcile net income to cash provided

Interest (income) expense, net

(158)

(75)

(Gains) losses on sales and disposals of businesses, intangibles and property, plant and equipment, net

(434)

(5,092)

(Gains) on sales of investments, net 1

(351)

(35)

11

(5)

(Income) losses from investments 1

1,921

(328)

Other non-cash (income) expenses

354

(Gains) losses on sales and impairments of current available-for-sale ﬁnancial assets, net

383

Change in current assets and liabilities
(62)

(Increase) decrease in inventories

1,104

(Increase) decrease in trade and other receivables

232

(Increase) decrease in other current assets

(1,631)
(1,088)
167

(1,070)

719

Increase (decrease) in current provisions

(669)

1,414

Increase (decrease) in other current liabilities

(737)

4,417

Increase (decrease) in trade payables

(164)

Change in other assets and liabilities

(1,536)

Income taxes paid

200
(1,564)

Dividends received

441

Interest received

769

875

6,564

8,624

6,709

9,281

Net cash provided by (used in) operating activities – continuing and discontinued operations
Net cash provided by (used in) operating activities – continuing operations

337

Cash ﬂows from investing activities
(2,923)

(3,721)

Acquisitions, net of cash acquired

(208)

(5,407)

Purchases of investments 1

(972)

(151)

Additions to intangible assets and property, plant and equipment

Purchases of current available-for-sale ﬁnancial assets
(Increase) decrease in receivables from ﬁnancing activities
Proceeds from sales of investments, intangibles and property, plant and equipment 1

(52)

(16)

(495)

(2,445)

1,224
(234)

Proceeds and (payments) from disposals of businesses

35

Proceeds from sales of current available-for-sale ﬁnancial assets
Net cash provided by (used in) investing activities – continuing and discontinued operations
Net cash provided by (used in) investing activities – continuing operations

803
10,481
49

(3,625)

(407)

(3,431)

(9,989)

Cash ﬂows from ﬁnancing activities
Purchase of common stock

27

Proceeds from re-issuance of treasury stock
Proceeds from issuance of long-term debt

23

Repayment of long-term debt (including current maturities of long-term debt)
Change in short-term debt and other ﬁnancing activities
Interest paid
Dividends paid
Dividends paid to minority shareholders
Net cash provided by (used in) ﬁnancing activities – continuing and discontinued operations
Net cash provided by (used in) ﬁnancing activities – continuing operations
Effect of exchange rates on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents

27

–

(4,350)

134

248

3,973

5,728

(1,076)

(691)

(356)

(4,635)

(759)

(829)

(1,380)

(1,462)

(161)

(138)

375

(6,129)

36

3,730

(39)

(99)

3,275

1,989

6,929

4,940

Cash and cash equivalents at end of period
Less: Cash and cash equivalents of assets classiﬁed as held for disposal
and discontinued operations at end of period

10,204

6,929

45

36

Cash and cash equivalents at end of period (Consolidated Balance Sheets)

10,159

6,893

Cash and cash equivalents at beginning of period

1

Investments include equity instruments either classiﬁed as non-current available-for-sale ﬁnancial assets, accounted for using the equity method or classiﬁed as held for disposal.
Purchase of Investments includes certain loans to Investments accounted for using the equity method.

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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Consolidated Changes in Equity
Consolidated Changes in Equity
For the ﬁscal years ended September 30, 2009 and 2008

Common
stock

Additional
paid-in capital

Retained
earnings

20,453

(in millions of €)

2,743

6,080

Income and expense recognized in equity

–

–

4,009

Dividends

–

–

(1,462)

Issuance of common stock and share-based payment

–

(1)

–

Purchase of common stock

–

–

–

Re-issuance of treasury stock

–

(67)

–

Other changes in equity

–

(15)

(11)

Balance at October 1, 2007

Balance at September 30, 2008

2,743

5,997

22,989

Balance at October 1, 2008

22,989

2,743

5,997

Income and expense recognized in equity

–

–

1,044

Dividends

–

–

(1,380)

Issuance of common stock and share-based payment

–

63

–

Purchase of common stock

–

–

–

Re-issuance of treasury stock

–

Other changes in equity

–

–

2,743

5,946

Balance at September 30, 2009
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Other components of equity
Currency
translation
differences

Available-for-sale
ﬁnancial assets

Derivative
ﬁnancial
instruments

Total

Treasury
shares at cost

Total equity
attributable to
shareholders of
Siemens AG

Minority
interest

Total equity

29,627

(475)

126

69

(280)

–

28,996

631

(314)

(122)

(237)

(673)

–

3,336

159

3,495

–

(1,462)

(127)

(1,589)

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

348

–

–

–

–

–

(789)

–
(4,350)

(1)

–

(1)

(4,350)

–

(4,350)

281

–

(26)

(57)

281
(83)

4

(168)

(953)

(4,002)

26,774

606

27,380

(789)

4

(168)

(953)

(4,002)

26,774

606

27,380

(505)

72

329

(104)

940

203

1,143

–

–

–

–

–

(137)

(1,517)

–

–

–

–

–

63

–

–

–

–

–

–

–

–

–

–

–

–

–

370

256

–

256

–
(1,294)

–

–

76

161

–
(1,057)

–

–
(3,632)

(1,380)

(7)
26,646

(31)
641

63

(38)
27,287

B26T005_E
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Segment Information (continuing operations)
Segment Information (continuing operations)
As of and for the ﬁscal years ended September 30, 2009 and 2008
New orders 1

External revenue

Intersegment revenue

Total revenue

2009

2008

2009

2008

2009

2008

2009

2008

Industry

33,284

42,374

33,915

36,526

1,128

1,127

35,043

37,653

Energy

30,076

33,428

25,405

22,191

388

386

25,793

22,577

Healthcare

11,950

11,779

11,864

11,116

63

54

11,927

11,170

Total Sectors

75,310

87,581

71,184

69,833

1,579

1,567

72,763

71,400

–

–

–

–

–

–

–

–

4,501

5,272

3,580

3,845

1,106

1,480

4,686

5,325

778

756

663

675

114

81

777

756

(in millions of €)

Sectors

Equity Investments
Cross-Sector Businesses
Siemens IT Solutions and Services
Siemens Financial Services (SFS)
Reconciliation to Consolidated
Financial Statements
Other Operations
Siemens Real Estate (SRE)
Corporate items and pensions
Eliminations, Corporate Treasury
and other reconciling items
Siemens
1
2
3
4

128

714

2,899

787

2,454

49

448

836

2,902

1,763

1,665

364

388

1,399

1,277

1,763

1,665

140

167

73

132

67

16

140

148

(4,215)

(4,845)

78,991

93,495

–

–

76,651

77,327

(4,314)
–

(4,869)
–

(4,314)

(4,869)

76,651

77,327

This supplementary information on New orders is provided on a voluntary basis. It is not part of the audited Consolidated Financial Statements.
Profit of the Sectors as well as of Equity Investments, Siemens IT Solutions and Services and Other Operations is earnings before ﬁnancing interest, certain pension costs and income taxes.
Certain other items not considered performance indicative by Management may be excluded. Profit of SFS and SRE is Income before income taxes.
Assets of the Sectors as well as of Equity Investments, Siemens IT Solutions and Services and Other Operations is deﬁned as Total assets less income tax assets, less non-interest bearing
liabilities/provisions other than tax liabilities. Assets of SFS and SRE is Total assets.
Free cash flow represents net cash provided by (used in) operating activities less additions to intangible assets and property, plant and equipment. Free cash flow of the Sectors, Equity
Investments, Siemens IT Solutions and Services and Other Operations primarily exclude income tax, ﬁnancing interest and certain pension related payments and proceeds. Free cash flow
of SFS, a ﬁnancial services business, and of SRE includes related ﬁnancing interest payments and proceeds; income tax payments and proceeds of SFS and SRE are excluded.
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Proﬁt 2

2009

2008

9/30/2009

9/30/2008

Free cash ﬂow 4

2009

2008

Additions to intangible
assets and property, plant
and equipment
2009
2008

Amortization,
depreciation and
impairments 5
2009
2008

2,701

3,947

10,551

11,923

3,340

3,807

833

1,239

1,077

3,315

1,434

1,594

913

2,523

2,940

662

681

385

345

1,450

1,225

12,813

13,257

1,743

1,195

539

541

654

640

7,466

6,606

24,958

26,093

7,606

7,942

2,034

2,461

2,116

2,115

95

3,833

5,587

236

148

–

–

–

–

(1,851)

1,130

90

144

241

241

1

156

114

158

180

224

304

286

11,704

11,328

330

(50)

454

564

320

285

(372)

(453)

(1,468)

(255)

(228)

54

108

74

200

341

356

(42)

298

259

181

161

(1,807)

20

41

38

97

(1,714)
(373)
3,891
5

Assets 3

(3,860)
(300)
2,874

(939)
4,489

3,489

3

(7,049)

(6,483)

(2,744)

57,689

55,676

(1,391)

94,926

94,463

3,786

(380)
5,739

(51)
2,923

(49)
3,542

(70)
2,839

(67)
3,015

Amortization, depreciation and impairments contains amortization and impairments of intangible assets other than goodwill and depreciation and impairments of property, plant and equipment,
net of reversals of impairments. Siemens’ Goodwill impairment and impairment of non-current available-for-sale ﬁnancial assets amount to €85 expense and €108 expense for the ﬁscal years
ended September 30, 2009 and 2008 respectively. Impairments on investments accounted for under the equity method, net of reversals of impairments amount to €1,559 expense and €– for the
ﬁscal years ended September 30, 2009 and 2008 respectively.

Certain prior year presentations were reclassiﬁed to conform to the current year presentation. Among those matters are certain environmental related asset retirement obligations reclassiﬁed from
Corporate items and pensions to Energy, certain ﬁnance activities which were reclassiﬁed from Corporate items and pensions to Corporate Treasury and the operation Electronics Assembly Systems
which was reclassiﬁed from Industry to Other Operations.
Due to rounding, numbers presented may not add up precisely to totals provided.

B26T006
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Notes
1

Basis of presentation

conveyed by ownership of the majority of voting rights. Additionally, the Company consolidates special purpose entities

The accompanying Consolidated Financial Statements present

(SPE’s) when, based on the evaluation of the substance of the

the operations of Siemens AG and its subsidiaries (the Com-

relationship with Siemens, the Company concludes that it con-

pany or Siemens). They are prepared in accordance with Inter-

trols the SPE. Associated companies are recorded in the Con-

national Financial Reporting Standards (IFRS), as adopted by

solidated Financial Statements using the equity method of ac-

the European Union (EU) as well as with the additional require-

counting. Companies in which Siemens has joint control are

ments as set forth in section 315a(1) of the German Commer-

also recorded using the equity method.

cial Code (HGB). The financial statements are also in accordance with IFRS as issued by the IASB and applicable as of September 30, 2009. Certain pronouncements have been early
adopted, as described in Note 2.
Consolidated Financial Statements and Management’s Discussion and Analysis as of September 30, 2009, prepared in accordance with Par. 315a(1) of the HGB, are being filed with and
published in the German Electronic Federal Gazette (elektronischer Bundesanzeiger).
Siemens prepares and reports its Consolidated Financial State-

Business combinations – All business combinations are accounted for under the purchase method. The cost of an acquisition is measured at the fair value of the assets given and liabilities incurred or assumed at the date of exchange plus costs
directly attributable to the acquisition. Identifiable assets acquired and liabilities assumed in a business combination (including contingent liabilities) are measured initially at their
fair values at the acquisition date, irrespective of the extent of
any minority interest. The excess of the cost of acquisition
over the fair value of the Company ’s share of the identifiable
net assets acquired is recorded as goodwill.

ments in euros (€). Siemens is a German based multinational
corporation with a balanced business portfolio of activities
predominantly in the field of electronics and electrical engineering (for further information see Note 37).
A separate List of subsidiaries and associated companies pursuant to Par. 313(4) HGB will be submitted to the operator
of the electronic version of the German Electronic Federal
Gazette.
The Consolidated Financial Statements were authorised for
issue by the Managing Board on November 24, 2009.

2

Summary of significant
accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these Consolidated Financial Statements.

Basis of consolidation – The Consolidated Financial Statements include the accounts of Siemens AG and its subsidiaries
which are directly or indirectly controlled. Control is generally
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Associated companies – Companies in which Siemens has
the ability to exercise significant influence over operating and
financial policies (generally through direct or indirect ownership of 20% to 50% of the voting rights) are recorded in the
Consolidated Financial Statements using the equity method of
accounting and are initially recognized at cost. The excess of
Siemens’ initial investment in associated companies over
Siemens’ ownership percentage in the underlying net assets of
those companies is attributed to certain fair value adjustments
with the remaining portion recognized as goodwill. Goodwill
relating to the acquisition of associated companies is included
in the carrying amount of the investment and is not amortized
but is tested for impairment as part of the overall investment
in the associated company. Siemens’ share of its associated
companies’ post-acquisition profits or losses is recognized in
the income statement, and its share of post-acquisition movements in equity that have not been recognized in the associates’ profit or loss is recognized directly in equity. The cumulative post-acquisition movements are adjusted against the carrying amount of the investment in the associated company.
When Siemens’ share of losses in an associated company
equals or exceeds its interest in the associate, Siemens does
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not recognize further losses, unless it incurs obligations or

recognized at the time persuasive evidence of an arrangement

makes payments on behalf of the associate. Intercompany re-

exists, delivery has occurred, the amount of revenue can be

sults arising from transactions between Siemens and its asso-

measured reliably and collectability is probable. Revenue from

ciated companies are eliminated to the extent of Siemens’ in-

maintenance, unspecified upgrades or enhancements and

terest in the associated company.

technical support is allocated using the residual value method
and is recognized over the period such items are delivered. If

Foreign currency translation – The assets and liabilities of
foreign subsidiaries, where the functional currency is other
than the euro, are translated using period-end exchange rates,
while the statements of income are translated using average
exchange rates during the period. Differences arising from
such translations are recognized within equity.

an arrangement to deliver software requires significant production, modification, or customization of software, the entire
arrangement is accounted for under the percentage-of-completion method. Operating lease income for equipment rentals
is recognized on a straight-line basis over the lease term. Receivables from finance leases, in which Siemens as lessor
transfers substantially all the risks and rewards incidental to

The exchange rates of the significant currencies of non-euro

ownership to the customer are recognized at an amount equal

countries used in the preparation of the Consolidated Finan-

to the net investment in the lease. Finance income is subse-

cial Statements were as follows:

quently recognized based on a pattern reflecting a constant
periodic rate of return on the net investment using the effective

Currency

Year-end exchange
rate €1 quoted into
currencies
specified below

Annual average rate
€1 quoted into
currencies specified
below

September 30,

Fiscal year

ISO Code

2009

2008

2009

2008

U.S. Dollar

USD

1.464

1.430

1.361

1.507

British Pound

GBP

0.909

0.790

0.875

0.763

interest method. A selling profit component on manufacturing
leases is recognized based on the policies for outright sales.
Dividends are recognized when the right to receive payment is
established. Royalties are recognized on an accrual basis in accordance with the substance of the relevant agreement.
Sales of goods and services sometimes involve the provision of
multiple elements. In these cases, the Company determines
whether the contract or arrangement contains more than one

Revenue recognition – Revenue is recognized for product

unit of accounting. An arrangement is separated if (1) the de-

sales when persuasive evidence of an arrangement exists, de-

livered element(s) has (have) value to the customer on a

livery has occurred or services have been rendered, the risks

stand-alone basis, (2) there is reliable evidence of the fair value

and rewards of ownership have been transferred to the cus-

of the undelivered element(s) and (3), if the arrangement in-

tomer, the amount of revenue can be measured reliably, and

cludes a general right of return relative to the delivered

collection of the related receivable is reasonably assured. If

element(s), delivery or performance of the undelivered

product sales are subject to customer acceptance, revenue is

element(s) is (are) considered probable and substantially in

not recognized until customer acceptance occurs. Revenues

the control of the Company. If all three criteria are fulfilled, the

from construction-type projects are generally recognized un-

appropriate revenue recognition convention is then applied to

der the percentage-of-completion method, based on the per-

each separate unit of accounting. Generally, the total arrange-

centage of costs to date compared to the total estimated con-

ment consideration is allocated to the separate units of ac-

tract costs, contractual milestones or performance. Revenues

counting based on their relative fair values. In cases where

from service transactions are recognized as services are per-

there is reliable fair value evidence of the undelivered ele-

formed. For long-term service contracts, revenues are recog-

ments but not for one or more of the delivered elements, the

nized on a straight-line basis over the term of the contract or, if

residual method is used, i.e. the amount allocated to delivered

the performance pattern is other than straight-line, as the ser-

elements equals the total arrangement consideration less the

vices are provided. Revenue from software arrangements is

aggregate fair value of the undelivered elements. Reliable fair
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values are sales prices for the component when it is regularly

are stated at cost less accumulated amortization and impair-

sold on a stand-alone basis, third-party prices for similar com-

ment losses with an amortization period of generally three to

ponents or – under certain circumstances – cost plus, an ade-

five years.

quate business-specific profit margin related to the relevant
element. If the three criteria are not met, revenue is deferred

Earnings per share – Basic earnings per share is computed by

until such criteria are met or until the period in which the last

dividing income from continuing operations, income from dis-

undelivered element is delivered. The amount allocable to the

continued operations and net income, all attributable to ordi-

delivered elements is limited to the amount that is not contin-

nary shareholders of Siemens AG by the weighted average

gent upon delivery of additional elements or meeting other

number of shares outstanding during the year. Diluted earn-

specified performance conditions.

ings per share are calculated by assuming conversion or exercise of all potentially dilutive securities and share-based pay-

Product-related expenses and losses from onerous contracts – Provisions for estimated costs related to product warranties are recorded in Cost of goods sold and services rendered at the time the related sale is recognized, and are established on an individual basis, except for the standard product
business. The estimates reflect historic trends of warranty
costs, as well as information regarding product failure experienced during construction, installation or testing of products.
In the case of new products, expert opinions and industry data
are also taken into consideration in estimating product warranty provisions. Expected losses from onerous contracts are
recognized in the period when the current estimate of total
contract costs exceeds contract revenue.

ment plans.

Goodwill – Goodwill is not amortized, but instead tested for
impairment annually, as well as whenever there are events or
changes in circumstances (“triggering events”) which suggest
that the carrying amount may not be recoverable. Goodwill is
carried at cost less accumulated impairment losses.
The goodwill impairment test is performed at the level of divisions which represent cash-generating units or groups of
cash-generating units and are the lowest level at which goodwill is monitored for internal management purposes.
For the purpose of impairment testing, goodwill acquired in a

Research and development costs – Costs of research activities undertaken with the prospect of gaining new scientific or
technical knowledge and understanding are expensed as incurred.

business combination is allocated to the (groups of) cash-generating unit(s) that are expected to benefit from the synergies
of the business combination. If the carrying amount of the division, to which the goodwill is allocated, exceeds its recoverable amount goodwill allocated to this division is reduced ac-

Costs for development activities, whereby research findings

cordingly. The recoverable amount is the higher of the divi-

are applied to a plan or design for the production of new or

sion’s fair value less costs to sell and its value in use. Siemens

substantially improved products and processes, are capitalized

generally determines the recoverable amount of a Division

if development costs can be measured reliably, the product or

based on its fair value less costs to sell. These values are gener-

process is technically and commercially feasible, future eco-

ally determined based on discounted cash flow calculations.

nomic benefits are probable and Siemens intends, and has

Impairment losses on goodwill are not reversed in future peri-

sufficient resources, to complete development and to use or

ods if the recoverable amount exceeds the carrying amount of

sell the asset. The costs capitalized include the cost of materi-

the (group of) cash-generating unit(s) to which the goodwill is

als, direct labour and other directly attributable expenditure

allocated.

that serves to prepare the asset for use. Such capitalized costs
are included in Other intangible assets as other internally generated intangible assets (see Note 17). Other development
costs are expensed as incurred. Capitalized development costs
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Other intangible assets – Other intangible assets consist of

be recoverable. Recoverability of assets is measured by the

software and other internally generated intangible assets, pat-

comparison of the carrying amount of the asset to the recover-

ents, licenses and similar rights. The Company amortizes in-

able amount, which is the higher of the asset’s value in use

tangible assets with finite useful lives on a straight-line basis

and its fair value less costs to sell. If adequate, the impairment

over their respective estimated useful lives to their estimated

test is not performed at an individual asset level, instead, it is

residual values. Estimated useful lives for software, patents, li-

performed at the level of the cash-generating unit the asset

censes and other similar rights generally range from three to

belongs to. If such assets are considered to be impaired, the

five years, except for intangible assets with finite useful lives

impairment to be recognized is measured by the amount by

acquired in business combinations. Intangible assets acquired

which the carrying amount of the assets or cash generating

in business combinations primarily consist of customer rela-

unit exceeds their recoverable amount. If the fair value cannot

tionships and technology. Weighted average useful lives in

be determined, the assets’ value in use is applied as their re-

specific acquisitions ranged from nine to twenty-two years for

coverable amount. The assets’ value in use is measured by dis-

customer relationships and from seven to twelve years for

counting their estimated future cash flows. If there is an indi-

technology. Intangible assets which are determined to have

cation that the reasons which caused the impairment no lon-

indefinite useful lives as well as intangible assets not yet avail-

ger exist, Siemens would assess the need to reverse all or a

able for use are not amortized, but instead tested for impair-

portion of the impairment.

ment at least annually.
The Company ’s property, plant and equipment and other in-

Property, plant and equipment – Property, plant and equipment is valued at cost less accumulated depreciation and impairment losses. If the costs of certain components of an item
of property, plant and equipment are significant in relation to
the total cost of the item, they are accounted for and depreciated separately. Depreciation expense is recognized using the
straight-line method. Costs of construction of qualifying assets, i.e. assets that require a substantial period of time to be
ready for its intended use, include capitalized interest, which
is amortized over the estimated useful life of the related asset.
The following useful lives are assumed:

Factory and office buildings

20 to 50 years

Other buildings

5 to 10 years

Technical machinery & equipment

5 to 10 years

Furniture & office equipment
Equipment leased to others

generally 5 years
generally 3 to 5 years

Impairment of property, plant and equipment and other intangible assets with finite useful lives – The Company reviews property, plant and equipment and other intangible assets for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not
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tangible assets to be disposed of are recorded at the lower of
carrying amount or fair value less costs to sell and depreciation is ceased.

Discontinued operations – Discontinued operations are reported when a component of an entity comprising operations
and cash flows that can be clearly distinguished, operationally
and for financial reporting purposes, from the rest of the entity
is classified as held for sale or has been disposed of, if the component either (a) represents a separate major line of business
or geographical area of operations or (b) is part of a single coordinated plan to dispose of a separate major line of business
or geographical area of operations or (c) is a subsidiary acquired exclusively with a view to resale.
Income taxes – The Company applies IAS 12, Income Taxes.
Under the liability method of IAS 12, deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective
tax bases. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in the income statement, unless related to items directly recognized in equity, in the period
the new laws are substantively enacted. Deferred tax assets
are recognized to the extent that it is probable that future tax-
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able income will be available against which the deductible

tion. If the effect is material, provisions are recognized at pres-

temporary differences, unused tax losses and unused tax cred-

ent value by discounting the expected future cash flows at a

its can be utilized.

pre-tax rate that reflects current market assessments of the
time value of money. Provisions for onerous contracts are mea-

Inventories – Inventory is valued at the lower of acquisition or
production cost and net realizable value, cost being generally
determined on the basis of an average or first-in, first-out
method. Production costs comprise direct material and labor
and applicable manufacturing overheads, including depreciation charges. Net realizable value is the estimated selling price
in the ordinary course of business, less the estimated costs of
completion and selling expenses.

sured at the lower of the expected cost of fulfilling the contract
and the expected cost of terminating the contract. Additions to
provisions are generally recognized in the income statement.
The present value of legal obligations associated with the retirement of property, plant and equipment (asset retirement
obligations) that result from the acquisition, construction, development or normal use of an asset is added to the carrying
amount of the related asset. The additional carrying amount is
depreciated over the useful life of the related asset. If the asset

Defined benefit plans – Siemens measures the entitlements
of the defined benefit plans by an actuarially calculated net
present value of the future benefit entitlement for services already rendered. In determining the net present value of the
future benefit entitlement for service already rendered (Defined Benefit Obligation (DBO)). Siemens considers future
compensation and benefit increases, because the employee’s
final benefit entitlement at regular retirement age depends on
future compensation or benefit increases.
For unfunded plans, Siemens recognizes a pension liability
equal to the DBO adjusted by unrecognized past service cost.

retirement obligation is settled for other than the carrying
amount of the liability, the Company recognizes a gain or loss
on settlement.

Termination benefits – are recognized in the period incurred
and when the amount is reasonably estimable. Termination
benefits in accordance with IAS 19 are recognized as a liability
and an expense when the entity is demonstrably committed,
through a formal termination plan, to either provide termination benefits as a result of an offer made in order to encourage
voluntary redundancy or terminate employment before the
normal retirement date.

For funded plans, Siemens offsets the fair value of the plan assets with the benefit obligations. Siemens recognizes the net
amount, after adjustments for effects relating to unrecognized
past service cost and any asset ceiling, under pension liability
or pension asset.
Actuarial gains and losses, resulting for example from an adjustment of the discount rate or from a difference between actual and expected return on plan assets, are recognized by
Siemens in the Consolidated Statements of Income and Expense recognized in Equity in the year in which they occur.
Those effects are recorded in full directly in equity, net of tax.

Provisions – A provision is recognized in the balance sheet
when the Company has a present legal or constructive obligation as a result of a past event, it is probable that an outflow of
economic benefits will be required to settle the obligation and
a reliable estimate can be made of the amount of the obliga-
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Financial instruments – A financial instrument is any contract
that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity. Financial assets of the Company mainly include cash and cash equivalents,
available-for-sale financial assets, trade receivables, loans receivable, finance lease receivables and derivative financial instruments with a positive fair value. Cash and cash equivalents
are not included within the category available-for-sale financial assets as these financial instruments are not subject to
value fluctuation within the Company. Siemens does not make
use of the category held to maturity. Financial liabilities of the
Company mainly comprise notes and bonds, loans from banks,
commercial paper, trade payables, finance lease payables and
derivative financial instruments with a negative fair value.
Siemens does not make use of the option to designate financial assets or financial liabilities at fair value through profit or
loss at inception (Fair Value Option). Based on their nature, fi-
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nancial instruments are classified as financial assets and finan-

asset is impaired, the cumulative loss that has been recog-

cial liabilities measured at cost or amortized cost and financial

nized in equity is removed from equity and recognized in the

assets and financial liabilities measured at fair value and as re-

Consolidated Statements of Income. The Company considers

ceivables from finance leases. See Notes 31 and 32 for further

all available evidence such as market conditions and prices,

information.

investee-specific factors and the duration and the extent to
which fair value is less than acquisition cost in evaluating po-

Financial instruments are recognized on the balance sheet

tential impairment of its available-for-sale financial assets. The

when Siemens becomes a party to the contractual obligations

Company considers a decline in fair value as objective evi-

of the instrument. For regular way purchases or sales of finan-

dence of impairment, if the decline exceeds 20 percent of

cial assets, i.e. purchases or sales under a contract whose

costs or continues for more than six months. An impairment

terms require delivery of the asset within the time frame es-

loss is reversed in subsequent periods for debt instruments, if

tablished generally by regulation or convention in the market-

the reasons for the impairment no longer exist.

place concerned, the trade date is applied.

Loans and receivables – Financial assets classified as loans
Initially, financial instruments are recognized at their fair

and receivables are measured at amortized cost using the ef-

value. Transaction costs directly attributable to the acquisition

fective interest method less any impairment losses. Impair-

or issue of financial instruments are only recognized in deter-

ment losses on trade and other receivables are recognized us-

mining the carrying amount, if the financial instruments are

ing separate allowance accounts. See Note 3 for further infor-

not measured at fair value through profit or loss. Finance lease

mation regarding the determination of impairment. Loans and

receivables are recognized at an amount equal to the net in-

receivables bearing no or lower interest rates compared to

vestment in the lease. Subsequently, financial assets and lia-

market rates with a maturity of more than one year are being

bilities are measured according to the category – cash and

discounted.

cash equivalents, available-for-sale financial assets, loans and
receivables, financial liabilities measured at amortized cost or

Financial liabilities – Siemens measures financial liabilities,

financial assets and liabilities classified as held for trading – to

except for derivative financial instruments, at amortized cost

which they are assigned.

using the effective interest method.

Cash and cash equivalents – The Company considers all
highly liquid investments with less than three months maturity from the date of acquisition to be cash equivalents. Cash
and cash equivalents are measured at cost.

Derivative financial instruments – Derivative financial instruments, such as foreign currency exchange contracts and
interest rate swap contracts, are measured at fair value. Derivative instruments are classified as held for trading unless they
are designated as hedging instruments, for which hedge ac-

Available-for-sale financial assets – Investments in equity instruments, debt instruments and fund shares are all classified
as available-for-sale financial assets. They are accounted for at
fair value if reliably measurable, with unrealized gains and
losses included in Other components of equity, net of applicable deferred income taxes. Equity instruments that do not
have a quoted market price in an active market and whose fair
value cannot be reliably measured are recorded at cost. When
available-for-sale financial assets incur a decline in fair value
below acquisition cost and there is objective evidence that the
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counting is applied. Changes in the fair value of derivative financial instruments are recognized periodically either in net
income or, in the case of a cash flow hedge, in Other components of equity, net of applicable deferred income taxes. Certain derivative instruments embedded in host contracts are
also accounted for separately as derivatives.

Fair value hedges – The carrying amount of the hedged item
is adjusted by the gain or loss attributable to the hedged risk.
Where an unrecognized firm commitment is designated as the
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hedged item, the subsequent cumulative change in its fair

Recently adopted accounting pronouncements

value is recognized as a separate financial asset or liability with
corresponding gain or loss recognized in net income.

In January 2008, the IASB issued an amendment to IFRS 2,
Share-based Payment, Vesting Conditions and Cancellations.

For hedged items carried at amortized cost, the adjustment is

The amendment clarifies that vesting conditions are service

amortized such that it is fully amortized by maturity of the

conditions and performance conditions only. Other features of

hedged item. For hedged firm commitments the initial carry-

a share-based payment are not vesting conditions. It also

ing amount of the assets or liabilities that result from meeting

specifies that all cancellations, whether by the entity or by

the firm commitments are adjusted to include the cumulative

other parties, should receive the same accounting treatment.

changes in the fair value that were previously recognized as

The amended IFRS 2 is effective for annual periods beginning

separate financial assets or liabilities.

on or after January 1, 2009 and has been applied to relevant
programs starting in fiscal 2009.

Cash flow hedges – The effective portion of changes in the
fair value of derivative instruments designated as cash flow
hedges are recognized in Other components of equity, net of
applicable deferred income taxes, and any ineffective portion
is recognized immediately in net income. Amounts accumulated in equity are reclassified into net income in the same periods in which the hedged item affects net income (see Note 32
for further information).

In March 2009, the IASB issued Improving Disclosures about
Financial Instruments (Amendments to IFRS 7 Financial Instruments: Disclosures) which enhances disclosures about fair
value measurements of Financial Instruments. A three-level
fair value disclosure hierarchy is introduced, that distinguishes
fair value measurements by the significance of the inputs used
and reflects the availability of observable market inputs when
estimating fair values. Amendments are also made to enhance

Share-based payment – IFRS 2 distinguishes between cashsettled and equity-settled share-based payment transactions.
For both types, the fair value is measured at grant date and the
compensation expense is allocated over the period during
which the employees become unconditionally entitled to the
awards. Cash-settled awards are re-measured at fair value on
each reporting date until the award is settled. Siemens uses an
option pricing model to determine the fair value of stock options. The fair value of other share-based payment instruments, such as stock awards, matching shares and shares
granted under the Jubilee Share Program, is determined as the
market price of Siemens shares, considering dividend payments during the vesting period the grantees are not entitled
to and certain non-vesting conditions, if applicable. See Note
34 for further information on share-based payment transactions.

disclosures on liquidity risks, by clarifying the scope of liabilities to be disclosed in a maturity analysis. Siemens decided to
early adopt the amendment in its current 2009 Consolidated
Financial Statements.

Recent accounting pronouncements, not yet adopted
The following pronouncements, issued by the IASB, are not yet
effective and have not yet been adopted by the Company:
In September 2007, the International Accounting Standards
Board (IASB) issued IAS 1, Presentation of Financial Statements: A Revised Presentation (IAS 1 revised). IAS 1 revised replaces IAS 1, Presentation of Financial Statements (revised in
2003), as amended in 2005. The revision is aimed at improving
users’ ability to analyze and compare the information given in
financial statements. IAS 1 revised sets overall requirements

Prior year information – The presentation of certain prior year
information has been reclassified to conform to the current
year presentation.

for the presentation of financial statements, guidelines for
their structure and minimum requirements for their content.
The new standard is effective for fiscal periods beginning on or
after January 1, 2009.
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In January 2008, the IASB published the revised standards

3

Management estimates and judgments

IFRS 3, Business Combinations (IFRS 3 (2008)) and IAS 27, Consolidated and Separate Financial Statements (IAS 27 (2008))

Siemens’ Consolidated Financial Statements are prepared in

which were endorsed in fiscal 2009. The revised standards are

accordance with IFRS. Siemens’ significant accounting poli-

effective for business combinations in annual periods begin-

cies, as described in Note 2, are essential to understanding the

ning on or after July 1, 2009.

Company ’s results of operations, financial positions and cash
flows. Certain of these accounting policies require critical ac-

IFRS 3 (2008) reconsiders the application of acquisition ac-

counting estimates that involve complex and subjective judg-

counting for business combinations. Major changes relate to

ments and the use of assumptions, some of which may be for

the measurement of non-controlling interests, the accounting

matters that are inherently uncertain and susceptible to

for business combinations achieved in stages as well as the

change. Such critical accounting estimates could change from

treatment of contingent consideration and acquisition-related

period to period and have a material impact on the Company ’s

costs. Based on the new regulation, non-controlling interests

results of operations, financial positions and cash flows.

may be measured at their fair value (full-goodwill-methodology) or at the proportional fair value of assets acquired and li-

Critical accounting estimates could also involve estimates

abilities assumed. In business combinations achieved in

where management reasonably could have used a different

stages, any previously held equity interest in the acquiree is

estimate in the current accounting period. Management cau-

remeasured to its acquisition date fair value. Any changes to

tions that future events often vary from forecasts and that esti-

contingent consideration classified as a liability at the acquisi-

mates routinely require adjustment.

tion date are recognized in profit and loss. Acquisition-related
costs are expensed in the period incurred.

Revenue recognition on construction contracts – The Company ’s Sectors, particularly Energy and Industry, conduct a

Major changes in relation to IAS 27 (2008) relate to the ac-

significant portion of their business under construction con-

counting for transactions which do not result in a change of

tracts with customers. The Company generally accounts for

control as well as to those leading to a loss of control. If there is

construction projects using the percentage-of-completion

no loss of control, transactions with non-controlling interests

method, recognizing revenue as performance on a contract

are accounted for as equity transactions not affecting profit

progresses. This method places considerable importance on

and loss. At the date control is lost, any retained equity inter-

accurate estimates of the extent of progress towards comple-

ests are re-measured to fair value. Based on the amended stan-

tion. Depending on the methodology to determine contract

dard, non-controlling interests may show a deficit balance

progress, the significant estimates include total contract costs,

since both profits and losses are allocated to the shareholders

remaining costs to completion, total contract revenues, con-

based on their equity interests.

tract risks and other judgments. Management of the operating
Divisions continually reviews all estimates involved in such

Beginning in fiscal 2010, the Company intends to present total

construction contracts and adjusts them as necessary. The

interest income and expense separately in the consolidated

Company also uses the percentage-of-completion method for

statements of income in accordance with Part II of the Annual

projects financed directly or indirectly by Siemens. In order to

Improvements Project 2008 of the IASB.

qualify for such accounting, the credit quality of the customer
must meet certain minimum parameters as evidenced by the

The IASB issued various other pronouncements. The recently

customer’s credit rating or by a credit analysis performed by

adopted pronouncements as well as pronouncements not yet

Siemens Financial Services (SFS), which performs such re-

adopted do not have a material impact on Siemens’ Consoli-

views on behalf of the Company ’s Managing Board. In addi-

dated Financial Statements.

tion, to qualify for such accounting, at a minimum, a custom-
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er’s credit rating must be single B from external rating agen-

proved by management. Cash flow projections take into ac-

cies, or an equivalent SFS-determined rating. In cases where

count past experience and represent management’s best esti-

the credit quality does not meet such standards, the Company

mate about future developments reflecting current uncertain-

recognizes revenue for construction contracts and financed

ties. Cash flows after the planning period are extrapolated us-

projects based on the lower of cash if irrevocably received, or

ing individual growth rates. Key assumptions on which

contract completion. The Company believes the credit factors

management has based its determination of fair value less

used provide a reasonable basis for assessing credit quality.

costs to sell and value in use include estimated growth rates,
weighted average cost of capital and tax rates. These esti-

Trade and other receivables – The allowance for doubtful accounts involves significant management judgment and review
of individual receivables based on individual customer creditworthiness, current economic trends and analysis of historical
bad debts on a portfolio basis. For the determination of the
country-specific component of the individual allowance, we
also consider country credit ratings, which are centrally determined based on information from external rating agencies.
Regarding the determination of the valuation allowance derived from a portfolio-based analysis of historical bad debts, a
decline of receivables in volume results in a corresponding reduction of such provisions and vice versa. As of September 30,
2009 and 2008, Siemens recorded a total valuation allowance
for accounts receivable of €1,281 and €1,013, respectively.
Siemens also selectively assists customers through arranging
financing from various third-party sources, including export
credit agencies, in order to be awarded supply contracts. In addition, the Company provides direct vendor financing and
grants guarantees to banks in support of loans to Siemens
customers when necessary and deemed appropriate.
Impairment – Siemens tests at least annually whether goodwill has incurred any impairment, in accordance with its accounting policy. The determination of the recoverable amount
of a division to which goodwill is allocated involves the use of
estimates by management. The outcome predicted by these
estimates, e.g. in the Healthcare diagnostics division, is influenced, among other factors, by the successful integration of
acquired entities, volatility of capital and commodity markets
and economic conditions and foreign exchange rate estimates.
The recoverable amount is the higher of the division’s fair
value less costs to sell and its value in use. The Company generally uses discounted cash flow based methods to determine
these values. These discounted cash flow calculations use fiveyear projections that are based on the financial budgets ap-
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mates, including the methodology used, can have a material
impact on the respective values and ultimately the amount of
any goodwill impairment. See Note 16 Goodwill for a sensitivity
analysis on changes in key assumptions for Healthcare’s Diagnostics division. Likewise, whenever property, plant and
equipment, other intangible assets and investments accounted for using the equity method are tested for impairment, the determination of the assets’ recoverable amount involves the use of estimates by management and can have a
material impact on the respective values and ultimately the
amount of any impairment.

Employee Benefit Accounting – Pension plans and similar
commitments – Obligations for pension and other post-employment benefits and related net periodic benefit costs are
determined in accordance with actuarial valuations. These
valuations rely on key assumptions including discount rates,
expected return on plan assets, expected salary increases,
mortality rates and health care trend rates. The discount rate
assumptions are determined by reference to yields on highquality corporate bonds of appropriate duration and currency
at the balance sheet date. In case such yields aren’t available
discount rates are based on government bonds yields. Expected returns on plan assets assumptions are determined on
a uniform basis, considering long-term historical returns and
asset allocations. Due to changing market and economic conditions the underlying key assumptions may differ from actual
developments and may lead to significant changes in pension
and other post-employment benefit obligations. Such differences are recognized in full directly in equity in the period in
which they occur without affecting profit or loss. For a discussion of the current funded status and a sensitivity analysis
with respect to the impact of certain critical assumptions on
the net periodic benefit cost see Note 24.
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Termination Benefits – Siemens has implemented the SG&A

the future due to new developments in the particular matter.

program announced in fiscal 2008 and will continue to run re-

Revisions to estimates may significantly impact future net in-

structuring projects on a more individualized basis. The SG&A

come. Upon resolution, Siemens may incur charges in excess

program results in a reduction of primarily administrative

of the recorded provisions for such matters. It can not be ex-

workforce. Costs in conjunction with terminating employees

cluded, that the financial position or results of operations of

and other exit costs are subject to significant estimates and as-

Siemens will be materially affected by an unfavorable outcome

sumptions. See Note 5 for further information.

of legal or regulatory proceedings or government investigations. See Note 30 Legal Proceedings for further information.

Provisions – Significant estimates are involved in the determination of provisions related to onerous contracts, warranty
costs and legal proceedings. A significant portion of the business of certain operating divisions is performed pursuant to
long-term contracts, often for large projects, in Germany and
abroad, awarded on a competitive bidding basis. Siemens records a provision for onerous sales contracts when current estimates of total contract costs exceed expected contract revenue. Such estimates are subject to change based on new information as projects progress toward completion. Onerous sales
contracts are identified by monitoring the progress of the project and updating the estimate of total contract costs which
also requires significant judgment relating to achieving certain performance standards, for example in the IT service business, the Mobility Division and the Energy Sector as well as estimates involving warranty costs.

4

Acquisitions, dispositions
and discontinued operations

a) Acquisitions
During the years ended September 30, 2009 and 2008, the
Company completed a number of acquisitions. These acquisitions have been accounted for under the purchase method and
have been included in the Company ’s Consolidated Financial
Statements since the date of acquisition.
aa) Acquisitions in fiscal 2009
In fiscal 2009, Siemens acquired various entities, which were
not material, either individually or in aggregate.
ab) Acquisitions in fiscal 2008

Siemens is subject to legal and regulatory proceeding in vari-

At the beginning of November 2007, Siemens completed the

ous jurisdictions. Such proceedings may result in criminal or

acquisition of Dade Behring Holdings, Inc. (Dade Behring),

civil sanctions, penalties or disgorgements against the Com-

USA, a leading manufacturer and distributor of diagnostic

pany. If it is more likely than not that an obligation of the Com-

products and services to clinical laboratories. Dade Behring,

pany exists and will result in an outflow of resources, a provi-

which was consolidated as of November 2007, has been inte-

sion is recorded if the amount of the obligation can be reliably

grated into Sector Healthcare’s Diagnostics division and com-

estimated. Regulatory and legal proceedings as well as govern-

plements the acquisitions of Diagnostic Products Corporation

ment investigations often involve complex legal issues and are

and Bayer Diagnostics. The aggregate consideration, including

subject to substantial uncertainties. Accordingly, manage-

the assumption of debt, amounts to €4.9 billion (including €69

ment exercises considerable judgment in determining

cash acquired). Based on the final purchase price allocation,

whether there is a present obligation as a result of a past event

€1,171 was allocated to intangible assets subject to amortiza-

at the balance sheet date, whether it is more likely than not

tion and €3,353 was recorded as goodwill at Healthcare. Of the

that such a proceeding will result in an outflow of resources

€1,171 intangible assets, €957 relate to customer relationships

and whether the amount of the obligation can be reliably esti-

with weighted average useful lifes of 15 years, €116 to trade-

mated. The Company periodically reviews the status of these

marks with a weighted average useful life of 9 years and €74 to

proceedings with both inside and outside counsel. These judg-

patented and unpatented technology with a weighted average

ments are subject to change as new information becomes

useful life of 11 years.

available. The required amount of a provision may change in

218 Managing Board statements, Independent auditors’ report, Additional information
126 Notes to Consolidated Financial Statements
(in millions of €, except where otherwise
stated and per share amounts)

139

In fiscal 2008, Siemens completed the acquisitions of a num-

Former segment Communications (Com) –

ber of entities which are not significant individually including

discontinued operation

BJC, Spain, a supplier of switches and socket-outlets at Sector

The historical results of the former operating segment Com-

Industry, Building Technologies Division; Innotec, a leading

munications (Com), with the exception of certain business ac-

software provider for lifecycle management solutions at Sector

tivities which became part of Other Operations are reported as

Industry ’s Industry Automation division; and the rolling mill

discontinued operations in the Company ’s Consolidated State-

technology specialist Morgan Construction Co., USA, at Sector

ments of Income for all periods presented. The Com activities

Industry, Industry Solutions Division. The combined purchase

previously included the Mobile Devices (MD) business, which

price of these acquisitions amounts to €299.

was sold in fiscal 2005, the carrier-related operations which
were contributed to Nokia Siemens Networks B.V., The Nether-

b) Dispositions and Discontinued Operations

lands (NSN) in April 2007 and Siemens Enterprise Communications (SEN) of which 51% were sold as of September 30, 2008.

S iemens VDO Automotive (SV) –
discontinued operation

In April 2007, Siemens contributed its carrier-related opera-

At the beginning of December 2007, Siemens sold its SV activi-

tions and Nokia Corporation (Nokia), Finland, contributed its

ties to Continental AG, Hanover, Germany for a sales price of

Networks Business Group into NSN, in exchange for shares in

€11.4 billion. The transaction resulted in a gain, net of related

NSN. Siemens and Nokia each own an economic share of ap-

costs of €5,522, which is included in discontinued operations.

proximately 50% of NSN.

The historical results of SV are reported as discontinued operations in the Consolidated Statements of Income for all periods

Siemens has the ability to exercise significant influence over

presented.

operating and financial policies of NSN and beginning April

The net results of SV reported in the Consolidated Statements

2007, reports its equity interest in NSN in Investments accounted for using the equity method (see Note 19) and its share

of Income consist of the following components:

of income (loss) in NSN in Income (loss) from investments accounted for using the equity method, net (see Note 8).

Year ended September 30,

At the end of September 2008, Siemens sold a 51% stake in SEN

2009

2008

Revenue

–

1,842

to The Gores Group, a U.S.-based financial and operational man-

Costs and expenses,
including gain on disposal

4

3,553

into Enterprise Networks Holdings B.V., The Netherlands (EN),

Income from discontinued
operations before income taxes

4

5,395

agement firm. The Gores Group contributed two businesses

(1)

Income taxes
Income from discontinued
operations, net of income taxes

3

65
5,460

which complement the business of SEN. The transaction resulted in a loss of €1,015 in fiscal 2008 and a gain of €117 in fiscal 2009, which is included in discontinued operations. The
historical results of SEN are reported as discontinued operations in the Consolidated Statements of Income for all periods
presented including adjustments to the former Com business.

As a result of taxable reorganizations in fiscal 2007, prior to the
completion of the sale, no disposal gain related income taxes

Siemens has the ability to exercise significant influence over

arose on the disposal of SV in December 2007.

operating and financial policies of EN and beginning September 30, 2008 reports its equity interest in EN in Investments
accounted for using the equity method (see Note 19) and its
share of income (loss) in EN in Income (loss) from investments
accounted for using the equity method, net (see Note 8).
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The net results of discontinued operations presented in the

Other Dispositions: closed transactions

Consolidated Statements of Income reflecting the former Com

The Siemens Wohnungsgesellschaft real estate transaction

activities consist of the following components:

closed in the third quarter of fiscal 2009 – see Note 6 Other operating income for further information.

Year ended September 30,

Revenue
Costs and expenses

2008

15

3,155

transfer of an 80.2% stake in Siemens Home and Office Com-

(47)

(3,592)

munication Devices GmbH & Co. KG (SHC), reported in Other
Operations, to ARQUES Industries AG. The transaction resulted

Loss on measurement to fair value less
costs to sell

–

(88)

Gain (loss) related to the contribution
of the carrier-related operations to NSN

9

(12)

117

(1,015)

94

(1,552)

Gain (Loss) on disposal of the SEN business
Income (loss) from discontinued
operations before income taxes
Income taxes corresponding to ordinary
activities including the measurement
to fair value less costs to sell

in a preliminary net loss of €121 (including an impairment loss
of €78) of which the majority was recorded in fiscal 2008.
At the beginning of November 2008, Siemens signed an agreement to sell its 50% stake of Fujitsu Siemens Computers (Holding) BV (FSC), which was presented in the segment Equity In-

(34)

59

vestments, to Fujitsu Limited. The transaction closed at the
beginning of April 2009. The transaction resulted in a prelimi-

Income taxes corresponding to the
gain or loss related to the contribution
of the carrier-related operations to NSN

(4)

7

Income taxes corresponding to the gain
or loss related to the contribution of the
Siemens Enterprise Business to EN

(19)

53

Income (loss) from discontinued
operations, net of income taxes

At the beginning of October 2008, Siemens completed the

2009

37

(1,433)

nary gain, net of related costs of €327. The transaction gain is
included in Other operating income.
At the end of July 2008, the Sector Industry ’s division OSRAM
completed the sale of its Global Tungsten & Powders unit. The
transaction resulted in a pre-tax gain of €130, net of related
costs, which is included in Other operating income.

The net results of discontinued operations presented in the
Consolidated Statements of Income for fiscal 2009, relate

At the end of May 2008, the Company sold its Wireless Mod-

mainly to legal and carve-out related matters in connection

ules Business, which was part of the Sector Industry ’s Industry

with the former Com activities and a loss on disposal of the

Automation Division. The transaction resulted in a pre-tax gain

SEN business which was compensated by a positive income

of €131, net of related costs, which is included in Other operat-

effect of €154 from a settlement between Siemens and The

ing income.

Gores Group in the third quarter of fiscal 2009 regarding pending requirements for purchase price adjustment and further

Other Dispositions: held for disposal

mutual obligations in relation to the disposal of the SEN busi-

In January 2009, Siemens announced that it will terminate the

ness. Discontinued operations in fiscal 2008 include charges

Shareholders Agreement of the joint venture Areva NP S.A.S.

pursuant to the terms of the MD disposal transaction, includ-

(Areva), and sell its 34% interest in Areva NP S.A.S. to the ma-

ing substantial effects stemming from the insolvency of BenQ

jority shareholder Areva S.A. under the terms of a put agree-

Mobile GmbH & Co. OHG, Germany. For information on the fis-

ment. The carrying amount of the interest in Areva NP S.A.S.

cal 2009 settlement in connection with BenQ see Note 30.

amounts to €190. The investment is held by the Energy Sector.
The required approval of antitrust authorities has been ob-

The effects of the fiscal 2009 settlement between Siemens and

tained in October 2009.

The Gores Group are subject to German corporate tax only. In
fiscal 2008, the loss on disposal of the SEN business was substantially non tax deductible.
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The Consolidated Balance Sheets as of September 30, 2009 and

6 	Other operating income

2008 include assets of €517 and €809 and liabilities of €157 and
€566, respectively, classified as held for disposal. Included as

Year ended September 30,

of September 30, 2009 are amounts relating to our Airfield Solutions Business at Industry, Electronics Assembly Systems
(EA) which was reclassified from the Industry Sector to Other
Operations in the second quarter of fiscal 2009 and Areva NP
S.A.S., held by the Energy Sector. The major classes of assets

2009

2008

Gains on disposals of businesses

409

447

Gains on sales of property,
plant and equipment and intangibles

356

314

Other

300

286

1,065

1,047

and liabilities classified as asset held for sale are the carrying
amount of our 34 percent interest in Areva NP S.A.S.

5

Restructuring expense

Gains on disposals of businesses in fiscal 2009 include €327
from the sale of Siemens’ investment in FSC presented in the

Siemens has implemented and will continue to run various re-

segment Equity Investments. In fiscal 2008, the line item in-

structuring projects, one of it being the SG&A program initi-

cludes a €131 gain from the sale of the Wireless Modules Busi-

ated in fiscal 2008, aimed at reducing marketing, selling, gen-

ness and a €130 gain from the disposal of the Global Tungsten

eral and administrative expense (SG&A) by approximately €1.2

& Powders unit, both presented in the Industry Sector (see

billion by the year 2010. In fiscal 2009, net expenses of €235

Note 4).

were reported in Corporate items which include termination
benefits resulting from the SG&A program and other ongoing

Gains on sales of property, plant and equipment and intangi-

personnel-related restructuring measures of €337. They also

bles in fiscal 2009, includes a pre-tax gain of €224, net of re-

include a gain of €102 attributable to the reversal of termina-

lated costs, from the sale of Siemens’ residential real estate

tion benefits recognized as of September 30, 2008 for the Ger-

holdings. The transaction is presented in Siemens Real Estate.

man part of SG&A and related programs which is due to a
change in estimate on the respective program measures, i.e.

Other in fiscal 2009, includes income related to legal and regu-

more intensive use of the early retirement arrangements as

latory matters.

compared to severance payments in conjunction with transfer
companies. In fiscal 2009, restructuring costs for these pro-

7 	Other operating expense

grams are recorded in Income (loss) from continuing operations before income taxes. As of September 30, 2009, Other

Year ended September 30,

current liabilities include the majority of termination benefits

2009

2008

related to the restructuring programs. Termination benefits,

Losses on disposals of businesses

(68)

(112)

incurred in fiscal 2009 under these programs, are reported in

Impairment of goodwill (see Note 16)

(32)

(78)

Corporate items and pensions. In fiscal 2008 restructuring

Losses on sales of property,
plant and equipment and intangibles

costs under the SG&A program as well as related to this program primarily consisted of termination benefits of €1,081. In

Other

fiscal 2008, restructuring costs for the SG&A program are re-

(83)

(49)

(449)

(1,989)

(632)

(2,228)

corded in Income (loss) from continuing operations before income taxes. As of September 30, 2008, Other current liabilities
include the majority of SG&A program-related termination
benefits. SG&A program-related termination benefits, incurred
in fiscal 2008, are reported in Corporate items and pensions.
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Other in fiscal 2009 includes fees for outside advisors engaged

GmbH & Co. KG (KMW) the two latter totaling €195 and €242

in connection with investigations into alleged violations of

in fiscal 2009 and 2008, respectively (see also Note 4 and

anti-corruption laws and related matters as well as remedia-

Note 19).

tion activities of €95 and €53 provided for in connection with
a settlement agreement with the World Bank Group – see

Investments in associates and in jointly controlled entities are

Note 30 Legal Proceedings for further information.

tested for impairment if there is an indication that the investment may be impaired. In the three months ended September

Other in fiscal 2008, comprises €1 billion in estimated fines

30, 2009, NSN, presented in the segment Equity Investments,

(see Note 25) in connection with settlement negotiations of

was tested for impairment. The main triggering events were

legal matters with authorities in Germany and the U.S. and

NSN’s loss of market share as well as a decrease in the product

€430 in fees for outside advisors engaged in connection with

business operations resulting in significantly adjusted finan-

investigations into alleged violations of anti-corruption laws

cial forecasts of future cash flows of NSN. The NSN impairment

and related matters as well as remediation activities (see Note

test is based on fair value less costs to sell applying a dis-

30). Other in fiscal 2008 also includes €390 in connection with

counted cash flow method. As a result, an impairment loss of

a not-for-profit foundation set up by Siemens in fiscal 2008.

€1,634 was recognized in Income (loss) from investments ac-

The foundation is aimed at sponsoring science and research,

counted for using the equity method.

art, educational, cultural, charitable, environmental, and other
social responsibility-related purposes. Siemens contributed

Reversals of impairment of €51 relates to an impairment in a

€390 in cash to the foundation in fiscal 2008. Of the €390,

previous year of an investment held by SFS, which was re-

€300 is to remain in the foundation and €90 shall be used to

versed in fiscal 2009 as a result of a recovery of our expected

serve the foundations’ purposes.

future results from that investment.

8

Income (loss) from investments accounted
for using the equity method, net

Year ended September 30,

Share of profit (loss), net
Gains (losses) on sales, net
Impairment
Reversals of impairment

2009

2008

(392)

259

5
(1,644)
85
(1,946)

For further information on the Company ’s principal investments accounted for under the equity method see Note 19.

9

Financial income (expense), net

Year ended September 30,

1
–
–
260

Share of profit (loss), net includes our share in NSN’s fiscal

Income (expense) from pension plans
and similar commitments, net

2009

2008

(227)

136

Income (expense) from available-for-sale
financial assets, net

(12)

89

Interest income (expense), net

150

60

(421)

(163)

(510)

122

Other financial income (expense), net

2009 and 2008 earnings of €(543) and €(119), respectively, our
share in EN’s fiscal 2009 and 2008 earnings of €(171) and €– ,
respectively, our share in BSH Bosch Siemens Hausgeräte
GmbH (BSH) as well as our share in Krauss-Maffei Wegmann
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The components of Income (expense) from pension plans and

Interest income (expense) of operations, net includes interest

similar commitments, net were as follows:

income and expense primarily related to receivables from customers and payables to suppliers, interest on advances from
Year ended September 30,

Expected return on plan assets
Interest cost
Income (expense) from pension plans
and similar commitments, net

2009

2008

1,303

1,510

(1,530)

(1,374)

customers and advanced financing of customer contracts.
Other interest income (expense), net includes all other interest
amounts primarily consisting of interest relating to corporate
debt, interest results of interest-rate-swaps used as hedging
instruments in hedge accounting relationships with financial

(227)

136

assets and financial liabilities as well as interest income on
corporate assets.

Service cost for pension plans and similar commitments are

The interest income (expense) above include the following in

allocated among functional costs (Cost of goods sold and ser-

respect of financial assets (financial liabilities) not at fair value

vices rendered, Research and development expenses, Market-

through profit or loss.

ing, selling and general administrative expenses).
Year ended September 30,

The components of Income (expense) from available-for-sale
financial assets, net were as follows:

2009

Total interest income on financial assets
Total interest expenses on financial liabilities

2008

804

883

(994)

(859)

Year ended September 30,

Dividends received
Gains on sales, net
Impairment
Other
Income (expense) from
available-for-sale financial assets, net

2009

2008

29

70

Other financial income (expense), net mainly includes the in-

16

45

terest component from measuring provisions amounting to

(59)

(36)

€(200) and €(81) in fiscal 2009 and 2008, respectively, as well

2

10

as expenses as a result of allowances and write offs of finance

(12)

89

receivables of €(162) and €(55) in fiscal 2009 and 2008, respectively.

10

Income taxes

The total amounts of interest income and expense were as
Income (loss) from continuing operations before income taxes

follows:

is attributable to the following geographic regions:
Year ended September 30,
2009

2008

Interest income

833

894

Interest expense

(683)

(834)

150

60

Interest income (expense), net
Thereof: Interest income
(expense) of operations, net
Thereof: Other interest income
(expense), net

39

60

111

–

Year ended September 30,
2009

2008

Germany

1,525

(449)

Foreign

2,366

3,323

3,891

2,874

B27T009_E
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For foreign subsidiaries, current taxes are calculated based on

Income tax expense (benefit) consists of the following:

the regulation of the national tax law and using the tax rates
Year ended September 30,
2009

2008

Current tax:
269

124

1,209

1,001

1,478

1,125

German corporation and trade taxes
Foreign income taxes
Deferred tax:

sets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realized or the
liability is settled.
Income tax expense differs from the amounts computed by applying statutory German income tax rates (31% for fiscal ended

Germany
Foreign

1

(212)

(45)

102

(44)
Income tax expense

applicable in the individual foreign countries. Deferred tax as-

1,434

September 30, 2009 and 2008) as follows:

(110)
1,015

Year ended September 30,

Expected income tax expense

The current income tax expense in fiscal 2009 and 2008 includes adjustments recognized for current tax of prior periods
in the amount of €(11) and €(58), respectively.
Of the deferred tax benefit in fiscal 2009 and 2008, €(177) and

Non-deductible losses and expenses
Goodwill
Tax-free income
Taxes for prior years

€(52), respectively, relate to the origination and reversal of
temporary differences.

Change in tax rates
Foreign tax rate differential

rate tax rate of 15% (in fiscal 2008: 15%) and thereon a solidarity surcharge of 5.5% for all distributed and retained earnings.
In addition to corporate taxation, trade tax is levied on profits

2008

891

715

533

Increase (decrease) in income
taxes resulting from:

Change in judgment of realizability
of deferred tax assets

In Germany, the calculation of current tax is based on a corpo-

2009

1,206

Tax effect of investments accounted
for using the equity method
Other, net
Actual income tax expense

–

(259)

(76)

(31)

25

34

(17)

6

(116)

(86)

121

(79)

(3)
1,434

im

1

(421)

5
1,015

earned in Germany. As an effect of the German Corporation
Tax Reform 2008, trade tax is a non deductible expense since
2008 resulting in an average trade tax rate of 15% and a com-

In fiscal 2009 the tax effect of non-deductible losses and ex-

bined total tax rate of 31%. Deferred tax assets and liabilities

penses is mainly impacted by the impairment of NSN and in

are measured at tax rates that are expected to apply to the pe-

fiscal 2008 by estimated fines in connection with then ongo-

riod when the asset is realized or the liability is settled. De-

ing settlement negotiations of legal matters with authorities

ferred tax assets and liabilities have been measured with the

in the U.S. (settled in fiscal 2009).

combined total tax rate of 31%.

B27T014_E
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Deferred income tax assets and liabilities on a gross basis are

In certain jurisdictions that incurred significant losses in fiscal

summarized as follows:

2009 or 2008, a net deferred tax asset of €1,486 (in fiscal 2008:
€1,481) is recognized. The losses are mainly caused by oneSeptember 30,

time expenses due to transformation programs, e.g. restructuring expense (see Note 5).

2009

2008

66

50

As of September 30, 2009, the Company had €8,015 (in fiscal

Assets:
Financial assets
Other intangible assets

117

40

2008: €8,571) of gross tax loss carryforwards. The Company

Property, plant and equipment

337

455

assumes that the future operations will generate sufficient

Inventories

428

425

taxable income to realize the deferred tax assets.

Receivables

518

694

Pension plans and similar commitments

1,892

1,431

Provisions

1,515

1,611

Liabilities

1,848

1,548

Tax loss and credit carryforward

2,455

2,500

Other
Deferred tax assets

209

331

9,385

9,085

Liabilities:

Deferred tax assets have not been recognized in respect of the
following items (gross amounts):

September 30,
2009

2008

Deductible temporary differences

341

260

Tax loss carryforward

612

602

953

862

Other intangible assets

797

743

Property, plant and equipment

700

752

Inventories

1,793

1,687

Receivables

1,532

1,307

Provisions

962

983

As of September 30, 2009 and 2008 €332 and €190 of the

Liabilities

710

875

unrecognized tax loss carryforwards expire over the periods

Other

376

455

to 2027.

6,870

6,802

2,515

2,283

Deferred tax liabilities
Total deferred tax assets, net

The Company has ongoing regular tax audits concerning open
income tax years in a number of jurisdictions. Adequate provisions for all open tax years have been foreseen.

In assessing the realizability of deferred tax assets, management considers to which extent it is probable that the deferred

The Company provides for income taxes or foreign withhold-

tax asset will be realized. The ultimate realization of deferred

ing taxes on the cumulative earnings of subsidiaries when it is

tax assets is dependent upon the generation of future taxable

determined that such earnings either will be subject to taxes

profits during the periods in which those temporary differ-

or are intended to be repatriated. In fiscal 2009, income taxes

ences and tax loss carryforwards become deductible. Manage-

on cumulative earnings of subsidiaries of €15,403 (in fiscal

ment considers the expected reversal of deferred tax liabilities

2008: €12,110) have not been provided for, because such earn-

and projected future taxable income in making this assess-

ings will either not be subject to any such taxes or are intended

ment. Based upon the level of historical taxable income and

to be indefinitely reinvested in those operations. It is not prac-

projections for future taxable income over the periods in

ticable to estimate the amount of the unrecognized deferred

which the deferred tax assets are deductible, management be-

tax liabilities for these undistributed earnings.

lieves it is probable the Company will realize the benefits of
these deductible differences.

B27T016_E
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Including the items charged or credited directly to equity and

ing and discontinued operations for the years ended Septem-

the expense (benefit) from continuing and discontinued oper-

ber 30, 2009 and 2008 were €7 and €13, respectively. Gross re-

ations, the income tax expense (benefit) consists of the fol-

alized losses on sales of such available-for-sale financial assets

lowing:

for continuing and discontinued operations for the years
ended September 30, 2009 and 2008 were €10 and €1, respecYear ended September 30,

Continuing operations
Discontinued operations
Income and expense recognized
directly in equity

2009

2008

1,434

1,015

58

(184)

(231)

(120)

1,261

711

tively.
Available-for-sale financial assets classified as non-current are
included in Other financial assets (see Note 20).

12 	Trade and other receivables

Abweichend vom Deutschen
September 30,

11

Available-for-sale financial assets

Trade receivables from the sale of goods
and services

The following tables summarize the current portion of the

Receivables from finance leases

Company ’s investment in available-for-sale financial assets:

Receivables from joint ventures
and associates and other companies 1

2009

2008

12,644

14,062

1,738

1,674

67

49

14,449

15,785

September 30, 2009
Cost

Equity instruments
Debt instruments
Fund shares

Fair Value

Unrealized
Gain

Unrealized
Loss

1

Other companies, in the context of the above line item, are those in which Siemens
has an ownership interest of less than 20% and exercises no significant influence
over their operating and financial policies.

7

19

12

–

109

112

3

–

The valuation allowance on the Company ’s current and long-

38

39

1

–

154

170

16

–

term receivables (see Notes 12, 13 and 20), (except for receivables from finance leases) which belong to the class of Financial assets and liabilities measured at (amortized) cost,
changed as follows:

September 30, 2008
Cost

Fair Value

Unrealized
Gain

Equity instruments

32

26

–

(6)

Debt instruments

84

85

1

–

Fund shares

Year ended September 30,

Unrealized
Loss

40

41

1

–

156

152

2

(6)

Valuation allowance as of beginning
of fiscal year
Increase in valuation allowances recorded in
the income statement in the current period
Write-offs charged against the allowance
Recoveries of amounts previously written-off

2009

2008

913

805

449

247

(222)

(141)

7

18

Foreign exchange translation differences

(24)

(5)

Proceeds from sales of available-for-sale financial assets traded

Reclassification to Assets held for disposal

(7)

(11)

in an active market for the years ended September 30, 2009

Valuation allowance as of fiscal year-end

1,116

913

and 2008 were €35 and €49, respectively. Gross realized gains
on sales of such available-for-sale financial assets for continu-

B27T018_E
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Receivables from finance leases are presented in the balance

The following table shows a reconciliation of minimum future

sheet as follows:

lease payments to the gross and net investment in leases and
to the present value of the minimum lease payments receivSeptember 30,

Receivables from finance leases,
current
Receivables from finance leases,
long-term portion

2009

2008

1,738

1,674

3,147

3,486

4,885

5,160

able:

September 30,

Minimum future lease payments
Plus: Unguaranteed residual values
Gross investment in leases

leases, changed as follows:

5,805

170

190

5,732

5,995

5,050

Net investment in leases

term receivables (see Notes 12 and 20), relating to finance

2008

5,562

(682)

Less: Unearned finance income

The valuation allowance on the Company ’s current and long-

2009

(735)
5,260

Less: Allowance for doubtful
accounts

(165)

(100)

Less: Present value of unguaranteed
residual value

(144)

(151)

Present value of minimum
lease payments receivable

4,741

5,009

Year ended September 30,
2009

2008

Valuation allowance as of beginning
of fiscal year

100

90

Increase in valuation allowances recorded in
the income statement in the current period

148

56

Write-offs charged against the allowance

(97)

(58)

Recoveries of amounts previously
written-off

18

13

Foreign exchange translation differences

(4)

(1)

Valuation allowance as of
fiscal year-end

165

100

The gross investment in leases and the present value of minimum lease payments receivable are due as follows:

September 30,
2009

2008

5,732

5,995

Within 1 year

2,117

2,100

1 to 5 years

3,420

3,650

195

245

Gross investment in leases

Thereafter

Minimum future lease payments to be received are as follows:

September 30,
2009

Present value of minimum
lease payments receivable

4,741

5,009

Within 1 year

1,707

1,722

1 to 5 years

2,881

3,095

153

192

Thereafter

2008

2,067

2009
2010

2,084

1,482

2011

1,450

1,093

Investments in finance leases primarily relate to equipment for

2012

978

627

information technology and office machines, industrial ma-

2013

597

326

chinery, medical equipment and transportation systems. Ac-

2014

280

After 2014 in fiscal 2009
(after 2013 in fiscal 2008)

173

210

Minimum future lease
payments to be received

5,562

5,805

tual cash flows will vary from contractual maturities due to future sales of finance receivables, prepayments and write-offs.
See Note 4 for further information on Trade and other receivables reclassified to Assets classified as held for disposal.
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13 	Other current financial assets

tion contracts were €590 and €597 in fiscal 2009 and 2008. Information concerning construction contracts does not include
September 30,

Derivative financial instruments
Loans receivable
Receivables from joint ventures and associates
and other companies (defined in Note 12)
Other

14

2009

2008

1,277

593

725

701

77

100

823

1,722

2,902

3,116

disposal groups.

15 	Other current assets

September 30,
2009

2008

Miscellaneous tax receivables

618

742

Prepaid expenses

317

322

Other

256

304

1,191

1,368

Inventories

September 30,
2009

2008

Raw materials and supplies

2,279

2,593

Work in process

3,619

3,588

Costs and earnings in excess of billings on
uncompleted contracts

7,137

7,537

Finished goods and products held for resale

2,945

2,835

Advances to suppliers
Advance payments received

16

Goodwill

Goodwill has changed as follows:

Year ended September 30,

565

794

16,545

17,347

Cost

(2,416)

(2,838)

Balance at beginning of year

14,129

14,509

Translation differences and other
Acquisitions and purchase accounting
adjustments

Costs and earnings in excess of billings on uncompleted contracts relates to construction contracts with net asset balances
where contract costs plus recognized profits less recognized
losses exceed progress billings. Liabilities from contracts for
which progress billings exceed costs and recognized profits

Adjustments from the subsequent
recognition of deferred tax assets
Dispositions and reclassifications to
Assets held for disposal
Balance at year-end

2009

2008

16,558

13,589

(366)
232
–
(107)

(135)
3,737
(3)
(630)

16,317

16,558

1,088

less recognized losses are recognized in Other current liabili-

Accumulated impairment losses
and other changes

ties.

Balance at beginning of year

554

Translation differences and other

(12)

(16)

The aggregate amount of costs incurred and recognized profits

Impairment losses recognized during the
period

32

78

as of September 30, 2009 and 2008 amounted to €65,589 and

Dispositions and reclassifications to
Assets held for disposal

(78)

(596)

€54,168, respectively. Advance payments received on con-

Balance at year-end

496

554

less recognized losses for construction contracts in progress

struction contracts in progress were €8,402 and €8,895 as of
September 30, 2009 and 2008. Revenue from construction

Net book value

contracts amounted to €25,401 and €24,289, respectively, for

Balance at beginning of year

16,004

12,501

fiscal 2009 and 2008. Retentions in connection with construc-

Balance at year-end

15,821

16,004
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Net book
value as of
10/1/2008

Translation
differences
and other

Acquisitions
and purchase
accounting
adjustments 1

Dispositions
and reclassifications to
Assets classified
as held for
disposal

Impairments

Net book
value as of
9/30/2009

Sectors
Industry

4,8942

(111)

168

(13)

(13)

4,925

Energy

2,240

(63)

47

(16)

–

2,208

Healthcare

8,617

(156)

15

–

–

8,476

Siemens IT Solutions and Services

123

(10)

2

–

–

115

Siemens Financial Services (SFS)

111

(14)

–

–

–

97

–

–

–

(19)

–

(29)

(32)

15,821

Cross-Sector Businesses

19 2

Other Operations

16,004

Siemens
1
2

(354)

232

Includes adjustments from the subsequent recognition of deferred tax assets.
Electronics Assembly Systems was reclassified from Industry to Other Operations in fiscal 2009. Prior-year amounts were adjusted for comparison purposes.

Net book
value as of
10/1/2007

Translation
differences
and other

Acquisitions
and purchase
accounting
adjustments 1

Dispositions
and reclassifications to
Assets classified
as held for
disposal

Impairments

Net book
value as of
9/30/2008

4,907

Sectors
Industry

4,739

(48)

233

(17)

–

Energy

2,210

(55)

85

–

–

2,240

Healthcare

5,197

7

3,413

–

–

8,617

Cross-Sector Businesses
Siemens IT Solutions and Services

129

(9)

3

–

–

123

Siemens Financial Services (SFS)

126

(15)

–

–

–

111

100

1

–

(17)

(78)

6

3,734

(34)

(78)

16,004

Other Operations

12,501

Siemens
1

(119)

Includes adjustments from the subsequent recognition of deferred tax assets.

In fiscal 2008, acquisitions and purchase accounting adjust-

Siemens tests at least annually whether goodwill suffered any

ments relate primarily to Healthcare’s acquisition of Dade Beh-

impairment, in accordance with the accounting policy stated

ring (see Note 4). The purchase accounting adjustments in the

in Note 2 and 3. Key assumptions on which management has

Industry Sector amounting to €103 relate to the UGS transac-

based its determinations of the fair value less costs to sell for

tion (see Note 4). Impairment of goodwill of €(70) relates to the

the divisions’ carrying amount include growth rates up to 3%

buildings and infrastructure activities of VA Technologie AG,

in fiscal 2009 and 2008, respectively and after-tax discount

which was presented in Other Operations.

rates of 7.5% to 8.5% in fiscal 2009 and 7.5% to 9% in fiscal
2008. Where possible, reference to market prices is made.
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For the purpose of estimating the fair value less costs to sell of
the divisions, cash flows were projected based on past experi-

Year ended September 30, 2008

ence, actual operating results and management’s best esti-

Goodwill

Terminal
Value
Growth Rate

Discount
Rate

Diagnostics within
Healthcare Sector

6,131

3.0%

8.0%

Imaging & IT within
Healthcare Sector

2,418

3.0%

8.0%

Industry Automation within
Industry Sector

2,259

2.0%

7.5%

mate about future developments as well as market assumptions.
The Fair value less costs to sell is mainly determined by the
terminal value which is particularly sensitive to changes in the
assumptions on the terminal value growth rate and discount
rate. Both assumptions are determined individually for each
division. Discount rates reflect the current market assessment
of the risks specific to each division and are based on the

Among the above mentioned divisions, Healthcare’s Diagnos-

weighted average cost of capital for the divisions (for SFS the

tics division has the highest amount of goodwill and the low-

discount rate represents cost of equity). Terminal value growth

est excess of the recoverable amount over the carrying amount

rates take into consideration external macroeconomic sources

(the headroom). Diagnostics’ headroom was estimated at

of data.

€2,284. Diagnostics is based on the acquisitions of Diagnostic
Products Corporation (DPC), the Diagnostics division of Bayer

Based on the annual impairment test in fiscal 2009, the divi-

AG, and the acquisition of Dade Behring, Inc. The division op-

sions’ recoverable amounts were estimated to be higher than

erates in the global healthcare market for diagnostic testing

the carrying amounts, and management did not identify any

systems and consumables which faces increasing cost re-

impairments.

straints and is estimated to represent a growing market mainly
in conjunction with the “megatrend” demographic change.

The following table presents the key assumptions used to de-

Both volume growth and productivity improvements as a re-

termine fair value less costs to sell for impairment test pur-

sult of integrating those three acquisitions are assumed to

poses, for divisions to which a significant amount of goodwill

contribute to profit margin improvements in the next years.

is allocated:
The estimated fair value of Diagnostics is assumed to be
Year ended September 30, 2009
Goodwill

Terminal
Value
Growth Rate

Discount
Rate

mainly driven by volume growth over the next years as well as
by the terminal value. Over the 5-year planning period, a compound annual revenue growth rate of 5 percent was assumed.
Cash flows beyond the 5-year planning period were extrapo-

Diagnostics within
Healthcare Sector

5,507

3.0%

7.5%

Imaging & IT within
Healthcare Sector

2,782

3.0%

8.0%

Industry Automation within
Industry Sector

2,250

2.0%

8.0%

lated using a constant growth rate of 3 percent. A discount rate
of 7.5 percent was applied.
The headroom would be decreased to zero due to a decrease of
the terminal value growth rate by 1.4 percentage points. A decrease of the compound annual growth rate for revenue during the 5-year planning period by more than 2.5 percentage
points would reduce the headroom by more than (77) percent.
The headroom would change by (51) percent due to an increase
in the discount rate of 0.5 percentage points.
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17 	Other intangible assets

Gross
carrying
amount
as of
10/1/2008

Translation
differences

Software and other
internally generated
intangible assets

2,492

(47)

Patents, licenses
and similar rights

6,524

(105)

Other
intangible assets

9,016

(152)

1
2

Additions
through
business
combinations

(1)

Additions

Retirements 1

Gross
carrying
amount
as of
9/30/2009

Accumulated
amortization
and
impairment

Net book
value as of
9/30/2009

Amortization
during fiscal
2009 2

382

(162)

2,664

(1,609)

1,055

(264)

105

59

(64)

6,519

(2,548)

3,971

(570)

104

441

(226)

9,183

(4,157)

5,026

(834)

Includes Other intangible assets reclassified to Assets classified as held for disposal (see Note 4).
Includes Impairments of €(22) in fiscal 2009.

Gross
carrying
amount
as of
10/1/2007

Translation
differences

Additions
through
business
combinations

Additions

Retirements 1

Gross
carrying
amount
as of
9/30/2008

Accumulated
amortization
and
impairment

Net book
value as of
9/30/2008

Amortization
during fiscal
2008 2

Software and other
internally generated
intangible assets

2,362

(16)

33

420

(307)

2,492

(1,532)

960

(368)

Patents, licenses
and similar rights

5,406

(70)

1,260

102

(174)

6,524

(2,071)

4,453

(528)

Other
intangible assets

7,768

(86)

1,293

522

(481)

9,016

(3,603)

5,413

(896)

1
2

Includes Other intangible assets reclassified to Assets classified as held for disposal (see Note 4).
Includes Impairments of €(98) in fiscal 2008.

Amortization expense on intangible assets is included in Cost
of goods sold and services rendered, Research and development expenses or Marketing, selling and general administrative expenses, depending on the use of the asset.
As of September 30, 2009 and 2008, contractual commitments
for purchases of other intangible assets amount to €35 and
€37.

B27T036_E
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18 	Property, plant and equipment

Gross
carrying
amount
as of
10/1/2008

Translation
differences

Additions
through
business
combinations

Additions

Reclassifications

Retirements1

Gross
carrying
amount
as of
9/30/2009

Accumulated depreciation
and impairment

Net book
value as of
9/30/2009

Depreciation and
impairment
during
fiscal
2009 2

Land and buildings

8,228

(79)

128

717

287

(618)

8,663

(4,112)

4,551

(302)

Technical machinery
and equipment

8,252

(120)

11

496

389

(389)

8,639

(5,875)

2,764

(562)

Furniture and office
equipment

6,654

(93)

14

660

110

(853)

6,492

(4,969)

1,523

(769)

Equipment leased to others

2,630

(84)

–

495

35

(399)

2,677

(1,153)

1,524

(375)

Advances to suppliers and
construction in progress

1,180

(11)

3

692

(821)

(80)

963

(2)

961

26,944

(387)

156

3,060

(2,339)

27,434

(16,111)

11,323

Property, plant
and equipment
1
2

–

–
(2,008)

Includes Property, plant and equipment reclassified to Assets classified as held for disposal (see Note 4).
Includes Impairments of €(74) in fiscal 2009.

Gross
carrying
amount
as of
10/1/2007

Translation
differences

Additions
through
business
combinations

Additions

Reclassifications

Retirements1

Gross
carrying
amount
as of
9/30/2008

Accumulated depreciation
and impairment

Net book
value as of
9/30/2008

Depreciation and
impairment
during
fiscal
2008 2

Land and buildings

8,639

(13)

169

251

189

(1,007)

8,228

(3,877)

4,351

(334)

Technical machinery
and equipment

7,885

(40)

165

519

294

(571)

8,252

(5,668)

2,584

(619)

Furniture and office
equipment

6,740

(60)

88

791

126

(1,031)

6,654

(5,085)

1,569

(818)

Equipment leased to others

2,019

(38)

200

550

39

(140)

2,630

(1,055)

1,575

(347)

894

(4)

27

937

(648)

(26)

1,180

(1)

1,179

(1)

26,177

(155)

649

3,048

(2,775)

26,944

(15,686)

11,258

(2,119)

Advances to suppliers and
construction in progress
Property, plant
and equipment
1
2

–

Includes Property, plant and equipment reclassified to Assets classified as held for disposal (see Note 4).
Includes Impairments of €(213) in fiscal 2008.

As of September 30, 2009 and 2008, contractual commitments
for purchases of property, plant and equipment amount to
€336 and €463, respectively.
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As of September 30, 2009 and 2008, future payments receivable from lessees under operating leases are as follows:

Percentage of Ownership
Sept. 30,
2009

September 30,
2009

2008

506

2009

Sept. 30,
2008

BSH Bosch und Siemens Hausgeräte GmbH
(BSH)

50%

50%

Capital Meters Holdings Ltd.

20%

20%

Dräger Medical AG & Co. KG

25%

25%

Enterprise Networks Holdings B.V.

49%

49%

Krauss-Maffei Wegmann GmbH & Co. KG

49%

49%

Nokia Siemens Networks Holding B.V.

50% 1

50% 1

50% 2

50% 2

2010

516

390

2011

371

291

2012

274

201

2013

187

126

2014

125

P.T. Jawa Power

After 2014 in fiscal 2009
(after 2013 in fiscal 2008)

172

161

Shanghai Electric Power Generation
Equipment Co. Ltd.

34%

34%

1,645

1,675

Voith Hydro Holding GmbH & Co. KG

35%

35%

Total

Payments from lessees under operating leases primarily relate

1
2

The exact percentage of voting rights equals 50% less 25 voting rights.
The investment is no jointly controlled entity because of two additional shareholders.

to buildings, data processing and phone equipment as well as

The investments in Areva and FSC have been classified as as-

to medical equipment.

sets held for disposal in January 2009 and September 2008, respectively, and accounting under the equity method was

Investment property

ceased (see Note 4 for additional information on Areva). FSC
was sold in April 2009 (see Note 4 for further information on

Investment property consists of property held either to earn

Dispositions).

rentals or for capital appreciation or both and not used in production or for administrative purposes.

Our interest in BSH, which is the principal jointly controlled
entity of Siemens, is recognized using the equity method, as

The carrying amount of investment property amounts to €166

described in Note 2, applying BSH’s twelve month periods

and €151 compared to a fair value of €329 and €357 as of Sep-

ended June 30. The following information reflect BSH’s most

tember 30, 2009 and 2008, respectively. The fair value is pri-

recent published financial statements, not adjusted for the

marily based on a discounted cash flow approach except for

percentage of ownership held by Siemens.

certain cases which are based on appraisal values.

19

Investments accounted
for using the equity method

Year ended December 31,

Revenue
Net income (loss)

2008

2007

8,758

8,818

311

411

As of September 30, 2009 and 2008, Siemens’ principal investments accounted for under the equity method, which are all
unlisted, are (in alphabetical order):
December 31,
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2008

2007

Current assets

3,678

3,699

Non-current assets

2,495

2,577

Current liabilities

2,033

2,074

Non-current liabilities

1,744

1,830
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Summarized financial information for our principal invest-

Available-for-sale financial assets include interests in other

ments in associates, not adjusted for the percentage of owner-

companies that are recorded at cost or at fair value if reliably

ship held by Siemens, is presented below. Income statement

measurable. Derivative financial instruments included in this

information is presented for the twelve month period applied

item represent the non-current portion of derivatives desig-

under the equity method of accounting.

nated as hedging instruments, for which hedge accounting is
applied. Loans receivable primarily relate to long-term loan
Year ended September 30,

Revenue
Net income (loss)

2009

2008

19,871

20,115

(769)

199

transactions of SFS. Receivables from associated and other
companies include a shareholder loan to NSN granted in fiscal
2009, with a carrying amount of €722 as of September 30,
2009.

21 	Other current financial liabilities
Balance Sheet information is presented as of the date used in

September 30,

applying the equity method of accounting.

September 30,

2009

2008

Derivative financial instruments
(see Notes 31 and 32)

973

1,198

Accrued interest expense

325

191

87

101

2009

2008

Total assets

22,218

26,010

Liabilities to joint ventures and
associated and other companies

Total liabilities

14,446

15,839

Other

734

937

2,119

2,427

For information on contingent liabilities for joint ventures and

22 	Other current liabilities

associates see Note 39.
Regarding the impairment of the NSN investment see Note 8.

20 	Other financial assets

Billings in excess of costs and estimated
earnings on uncompleted contracts and
related advances
September 30,
2009

2008

Receivables from finance leases
(see Note 12)

3,147

3,486

Loans receivable

2,142

1,417

Derivative financial instruments

1,594

404

Receivables from associated and other
companies (defined in Note 12)

787

45

Trade receivables from sale of goods
and services

452

471

Available-for-sale financial assets
Other

September 30,

391

551

1,517

1,411

10,030

7,785

2009

2008

11,031

11,390

Other employee related costs

2,567

3,160

Payroll and social security taxes

1,908

2,048

Bonus obligations

1,046

1,132

Accruals for outstanding invoices

789

626

Miscellaneous tax liabilities

689

743

Deferred reservation fees received

536

206

Deferred income

594

651

1,151

1,688

20,311

21,644

Other

B27T044_E
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Other employee related costs primarily includes vacation pay-

b) Notes and bonds

ments, accrued overtime and service anniversary awards, severance payments, as well as liabilities related to the SG&A pro-

Euro Medium-term note program

gram (see Note 5).

The Company has agreements with financial institutions under which it may issue up to €15.0 billion and €5.0 billion in

23

Debt

medium-term notes as of September 30, 2009 and 2008, respectively. As of September 30, 2009 and 2008, €8.8 billion
September 30,

and €4.9 billion, respectively, in notional amounts were issued
and are outstanding. The outstanding amounts as of Septem-

2009

2008

–

1,024

notes due in March 2012, bearing interest of 0.15% above LIBOR

Loans from banks

261

479

and U.S.$500 (€342); 5.625% fixed rate notes due in March

Other financial indebtedness

392

265

2016 as well as €1.55 billion 5.250% note due December 12,

45

51

2011; €1 billion 5.375% note due June 11, 2014; and €1.6 billion

698

1,819

Short-term
Notes and bonds

Obligations under finance leases
Short-term debt and current
maturities of long-term debt
Long-term

ber 30, 2009 and 2008 comprise U.S.$500 (€342) floating rate

5.625% note due June 11, 2018. In fiscal 2009, Siemens updated
the program and issued in total additional €4.0 billion fixedinterest notes under the program in two tranches comprising a

Notes and bonds
(maturing until 2066)

16,502

11,942

Loans from banks
(maturing until 2023)

1,910

1,856

Other financial indebtedness
(maturing until 2029)

379

280

Obligations under finance leases

149

182

18,940

14,260

19,638

16,079

Long-term debt

€2.0 billion 4.125% note due February 20, 2013 and a €2.0 billion 5.125% note due February 20, 2017.
Extendible
In fiscal 2008, the Company issued floating rate extendible
notes with a nominal value of €500, which were redeemed at
face value on the first maturity date at the end of June 2009.
The notes bore 0.23 percent interest above EURIBOR.
U.S.$ Medium Term Notes

As of September 30, 2009, weighted-average interest rates for

In August 2006, the Company issued U.S.$5.0 billion of notes

loans from banks, other financial indebtedness and obliga-

(€3.4 billion). These notes were issued in four tranches com-

tions under finance leases were 3.4% (2008: 4.9%), 2.9% (2008:

prising: U.S.$750 Floating Rate Notes (U.S.$ LIBOR + 0.05%)

3.5%) and 4.0% (2008: 5.7%), respectively.

due August 14, 2009; redeemed at face value at its maturity
date; U.S.$750, 5.5% Notes due February 16, 2012; U.S.$1.750

a) Commercial paper program

billion 5.75% Notes due October 17, 2016 and U.S.$1.750 billion
6.125% Notes due August 17, 2026. With respect to the floating

We have a U.S.$ 9.0 billion (€6.1 billion) global multi-currency

rate notes, the Company may, on or after February 14, 2008,

commercial paper program in place including U.S.$ extendible

redeem all or some of the Notes at the early redemption

notes capabilities. As of September 30, 2009 and 2008, out-

amount, according to the conditions of the bond. Regarding

standing global commercial paper totaled €337 and €198, re-

the fixed rate notes, the Company may redeem, at any time, all

spectively. Interest rates ranged from 0.21% to 0.23% and from

or some of the notes at the early redemption amount (call) ac-

2.10% to 2.25%, respectively as of September 30, 2009 and

cording to the conditions of the bond.

2008 (see also Other financial indebtedness below). Our issues of commercial paper have a maturity of generally less
than 90 days.
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Hybrid Capital Bond

6.125% for the British pound tranche) until September 14, 2016,

In September 2006, the Company issued a subordinated Hy-

thereafter, floating rate interest according to the conditions of

brid Capital Bond, which is on a subordinated basis guaranteed

the bond.

by Siemens. The subordinated bond was issued in a EUR
tranche of €900 and a British pound tranche of £750 million

Euro Bond

(€825), both with a legal final maturity on September 14, 2066

In June 2001, the Company issued €2 billion 5.75% bonds due

and with a call option for Siemens in 2016 or thereafter. The

July, 2011.

bonds bear a fixed interest rate (5.25% for the EUR tranche and
Details of the Company ’s notes and bonds are as follows:
September ��, ����
Currency
(notional amount)

Carrying amount
in € �

September ��, ����
Currency
(notional amount)

Carrying amount
in € �

U.S.$ LIBOR+�.��% ����/���� U.S.$ notes

USD

500

341

USD

500

�.���% ����/���� U.S.$ notes

USD

500

386

USD

500

374

�.��% ����/���� EUR Medium Term Note

EUR

1,550

1,644

EUR

1,550

1,555

349

�.���% ����/���� EUR Medium Term Note

EUR

1,000

1,084

EUR

1,000

999

�.���% ����/���� EUR Medium Term Note

EUR

1,600

1,763

EUR

1,600

1,607

�.���% ����/���� EUR Medium Term Note

EUR

2,000

2,000

–

–

�.���% ����/���� EUR Medium Term Note

EUR

2,000

1,977

–

Total Euro Medium-term notes

9,195

ER�M ����/���� (Extendible)

–

Total Extendible

–

EUR

500

–

U.S.$ LIBOR+�.��% ����/���� U.S.$ notes

–
4,884
500
500

–

–

USD

750

�.�% ����/���� U.S.$ notes

USD

750

556

USD

750

552

�.��% ����/���� U.S.$ notes

USD

1,750

1,366

USD

1,750

1,323

�.���% ����/���� U.S.$ notes

USD

1,750

1,439

USD

1,750

1,367

Total U.S.$ Medium Notes

3,361

3,766

�.��% ����/���� EUR bonds

EUR

900

941

EUR

900

�.���% ����/���� GBP bonds

GBP

750

874

GBP

750

Total Hybrid Capital Bonds
�.��% ����/���� EUR bonds

1,815
EUR

2,000

2,129
2,129

Other

1

524

857
928
1,785

EUR

2,000

2,031
2,031

2

–

16,502

12,966

Includes adjustments for fair value hedge accounting.
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c) Assignable loans
September

In the third quarter of fiscal 2008, the Company obtained as-

Fiscal year

signable loans. The loans, totaling €1.1 billion and €1.1 billion

2009

in nominal and carrying amount as of September 30, 2009 and

2010

653

169

2011

2,243

2,069

2012

2,595

2,514

2013

3,200

1,190

2014

1,112

2008, respectively, are for general corporate purposes and
were issued in four tranches: €370 floating rate notes (European Interbank Offered Rate (EURIBOR + 0.55%) due June 12,
2013; €113.5, 5.283% notes due June 12, 2013; €283.5 floating
rate notes (EURIBOR + 0.70%) due June 12, 2015 and €333,

After 2014 in fiscal 2009
(after 2013 in fiscal 2008)

5.435% notes due June 12, 2015).

2009

2008

–

1,768

9,641

8,136

19,444

15,846

d) Credit facilities
The credit facilities at September 30, 2009 and 2008 consisted
of €6.6 and €6.7 billion, respectively, in committed lines of

Other
financial indebtedness
Abweichend
vom Deutschen

credit. These include a U.S.$5.0 billion syndicated multi-cur-

Other financial indebtedness includes €393 and €256 as of

rency revolving credit facility expiring March 2012 and a

September 30, 2009 and 2008, respectively, for the Company ’s

U.S.$4.0 billion syndicated multi-currency revolving credit fa-

real estate assets that were sold or transferred and in which

cility expiring August 2013. The U.S.$4 billion facility com-

Siemens has retained significant risks and rewards of owner-

prises a U.S.$1.0 billion term loan which was drawn in January

ship, including circumstances in which Siemens participates

2007, bearing interest of 0.15% above LIBOR (London Interbank

directly or indirectly in the change in market value of the prop-

Offered Rate) as well as a U.S.$3.0 billion revolving tranche not

erty. Therefore, these transactions have been accounted for as

yet drawn. It also includes a third revolving credit facility pro-

financing obligations. These real estate properties are carried

vided by a domestic bank with an aggregate amount of €450

on the Company ’s Consolidated Balance Sheets and no sale

expiring in September 2012. As of September 30, 2009 and

and profit has been recognized. As of September 30, 2009 and

2008, €5.9 and €6.0 billion, respectively, of these lines of credit

2008, Other financial indebtedness also includes €337 and €198,

remained unused. Commitment fees for the years ended Sep-

respectively, of U.S.$ outstanding global commercial paper.

tember 30, 2009 and 2008 amount to €2.7 and €2.8, respectively. The facilities are for general business purposes.
As of September 30, 2009 and 2008, the aggregate amounts of
indebtedness maturing during the next five years and thereafter are as follows (excluding finance leases which are disclosed
separately):
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Obligations under finance leases
As of September 30, 2009 and 2008, the finance lease liabilities
are as follows:

September 30, 2009
Minimum
lease
payment
obligation

Unamortized
interest
expense

Due

Present
value of
minimum
lease
payment
obligation

September 30, 2008
Minimum
lease
payment
obligation

Unamortized
interest
expense

Present
value of
minimum
lease
payment
obligation

Within 1 year

54

9

45

63

12

51

1 to 2 years

47

5

42

29

9

20

2 to 3 years

15

2

13

34

7

27

3 to 4 years

19

2

17

46

6

40

4 to 5 years

7

2

5

22

5

17

Thereafter

77

5

72

93

15

78

219

25

194

287

54

233

Total
Less: Current portion

(45)

(51)

149

182

24 	Pension plans and similar commitments
Pension benefits provided by Siemens are currently organized

The Consolidated Balance Sheets include the following signifi-

primarily through defined benefit pension plans which cover

cant components related to pension plans and similar commit-

almost all of the Company ’s domestic employees and many of

ments based upon the situation as of September 30, 2009 and

the Company ’s foreign employees. To reduce the risk exposure

2008:

to Siemens arising from its pension plans, the Company performed a redesign of some major pension plans during the last

September 30,

several years towards benefit schemes which are predomi-

2009

2008

4,203

2,580

nantly based on contributions made by the Company. In order

Principal pension benefit plans

to fund Siemens’ pension obligations, the Company ’s major

Principal other post-employment benefit plans

639

639

pension plans are funded with assets in segregated pension

Other

1,096

1,142

entities.

Liabilities for pension plans
and similar commitments

5,938

4,361

Furthermore, the Company provides other post-employment

Prepaid costs for post-employment benefits

49

99

benefits, which primarily consist of transition payments to
German employees after retirement as well as post-employment health care and life insurance benefits to employees in
the U.S. and Canada. These predominantly unfunded other
post-employment benefit plans qualify as defined benefit
plans under IFRS.

Actuarial (losses)/gains
Effects in connection with asset ceiling
Income tax effect
Net amount recognized in the
Consolidated Statements of Income and
Expense recognized in Equity (net of tax)

(3,141)

(1,577)

(139)

(14)

425

(16)

(2,855)

(1,607)
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In addition to the above, the Company has foreign defined con-

The Company ’s principal pension benefit plans are explicitly

tribution plans for pensions and other post-employment ben-

explained in the subsequent sections with regard to:

efits or makes contributions to social pension funds based on
legal regulations (State plans). The recognition of a liability is

▪▪ Pension obligations and funded status,

not required because the obligation of the Company is limited

▪▪ Components of NPBC,

to the payment of the contributions into these plans or funds.

▪▪ Amounts recognized in the Consolidated Statements of

Other in the table above includes non-principal pension bene-

▪▪ Assumptions used for the calculation of the DBO and NPBC,

fit plans, non-principal other post-employment benefit plans

▪▪ Sensitivity analysis,

and other long-term post-employment benefit plans. Other

▪▪ Plan assets, and

long-term post-employment benefit plans include benefits

▪▪ Pension benefit payments.

Income and Expense recognized in Equity,

granted to former employees immediately after the end of
their employment, independent of the employee’s reason for
leaving.

Principal pension benefits
The principal pension benefit plans cover 488,000 participants, including 188,000 active employees, 100,000 former
employees with vested benefits and 200,000 retirees and surviving dependents. Individual benefits are generally based on
eligible compensation levels and/or ranking within the Company hierarchy and years of service. Retirement benefits under
these plans vary depending on legal, fiscal and economic requirements in each country. The majority of Siemens’ active
employees in Germany participate in a pension scheme introduced in fiscal 2004, the BSAV (Beitragsorientierte Siemens
Altersversorgung). The BSAV is a funded defined benefit pension plan whose benefits are predominantly based on contributions made by the Company and returns earned on such
contributions, subject to a minimum return guaranteed by the
Company. The BSAV is funded via the BSAV Trust. In connection with the implementation of the BSAV, benefits provided
under defined benefit pension plans funded via the Siemens
German Pension Trust were modified to substantially eliminate the effects of compensation increases by freezing the accrual of benefits under the majority of these plans.
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Pension benefits: Pension obligations
and funded status
A reconciliation of the funded status of the principal pension
benefit plans to the amounts recognized in the Consolidated
Balance Sheets is as follows:

September 30, 2009

September 30, 2008

Total

Domestic

Foreign

Total

Domestic

Fair value of plan assets

21,144

13,274

7,870

20,194

12,340

7,854

Total defined benefit obligation

25,159

15,783

9,376

22,654

13,782

8,872

24,949

15,783

9,166

22,474

13,782

8,692

210

–

210

180

–

Defined benefit obligation (funded)
Defined benefit obligation (unfunded)
Funded status
Germany

(4,015)

(2,509)

(2,509)

(2,509)

(1,506)

(2,460)

(1,442)

(1,442)

(1,442)

Foreign

180
(1,018)

U.S.

(954)

(954)

(588)

(588)

U.K.

(371)

(371)

(156)

(156)

Other

(181)

(181)

(274)

Unrecognized past service cost (benefits)
Effects due to asset ceiling
Net amount recognized

(274)

(65)

–

(65)

(70)

–

(104)

–

(104)

–

–

(4,184)

(2,509)

(1,675)

(2,530)

(1,442)

(70)
–
(1,088)

Amounts recognized in the Consolidated Balance Sheets consist of:
Pension asset
Pension liability

19
(4,203)

17
(2,526)

2
(1,677)

50
(2,580)

17
(1,459)

33
(1,121)

The fair value of plan assets, DBO and funded status as of September 30, 2007 amounted to €24,013, €25,052 and €(1,039),
respectively. As of September 30, 2006, the fair value of plan
assets, DBO and funded status were €23,755, €26,696 and
€(2,941). As of September 30, 2005, the fair value of plan assets, DBO and funded status were €21,581, €24,972 and
€(3,391).
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A detailed reconciliation of the changes in the DBO for fiscal
2009 and 2008 as well as additional information by country is
provided in the following table:

September 30, 2009

September 30, 2008

Total

Domestic

Foreign

Total

Domestic

Foreign

22,654

13,782

8,872

25,052

15,488

9,564

Change in defined benefit obligations:
Defined benefit obligation at beginning of year
Foreign currency exchange rate changes

(426)

–

(426)

(340)

–

(340)

Service cost

451

272

179

511

279

232

Interest cost

1,372

853

519

1,246

765

481
(20)

Settlements and curtailments

(50)

(48)

(46)

(26)

Plan participants’ contributions

147

101

(2)

46

135

87

48

Amendments and other

353

25

328

22

12

10

2,054

1,667

387

Acquisitions

27

1

26

Divestments

(85)

(5)

(80)

Actuarial (gains) losses

(1,338)

Benefits paid
Defined benefit obligation at end of year
Germany

(911)

25,159

15,783

15,783

15,783

(427)
9,376

(1,748)
109
(1,026)
(1,261)

(1,612)

(136)

68

41

(408)

(618)

(871)

22,654

13,782

13,782

13,782

(390)
8,872

U.S.

3,503

3,503

2,933

2,933

U.K.

2,859

2,859

3,003

3,003

Other

3,014

3,014

2,936

2,936

The total defined benefit obligation at the end of the fiscal year
includes €8,241 for active employees, €3,039 for former employees with vested benefits and €13,879 for retirees and surviving dependents.
In fiscal 2009 the DBO increased due to a decrease in discount
rate for the domestic and foreign pension plans. The negative
effect of a discount rate decrease in fiscal 2009 was partly offset by a decrease in pension progression and compensation
increase rate as well as by experience adjustments. In fiscal
2008 the DBO decreased due to an increase in discount rate for
the domestic and foreign pension plans. The positive effect of
a discount rate increase in fiscal 2008 was partly offset by an
increase in pension progression and compensation increase
rate as well as by experience adjustments.
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The following table shows the change in plan assets for fiscal
year 2009 and 2008 and additional information by country:

September 30, 2009

September 30, 2008

Total

Domestic

Foreign

Total

Domestic

Foreign

20,194

12,340

7,854

24,013

14,753

9,260

Change in plan assets:
Fair value of plan assets at beginning of year
Foreign currency exchange rate changes

(343)

–

(343)

(384)

–

774

476

1,471

Actuarial gains (losses) on plan assets

656

772

(116)

(3,648)

Acquisitions and other

229

–

229

56

12

44

Divestments and other

(42)

(3)

(39)

(750)

(126)

(624)

Settlements

(12)

Employer contributions

403

Plan participants’ contributions
Benefits paid
Fair value of plan assets at end of year
Germany

147
(1,338)

–
201

(12)
202

101

46

(911)

(427)

21,144

13,274

13,274

13,274

7,870

929

(384)

1,250

Expected return on plan assets

(2,556)

542
(1,092)

–

–

–

562

112

450

135
(1,261)

87

48

(871)

(390)

20,194

12,340

12,340

12,340

7,854

U.S.

2,549

2,549

2,345

2,345

U.K.

2,488

2,488

2,847

2,847

Other

2,833

2,833

2,662

2,662

Employer contributions expected to be paid to the principal
funded pension plans during fiscal 2010 are €586, therein €256
to the domestic pension plans and €330 to the foreign pension
plans.
In fiscal 2009, the Company merged some pension schemes in
the U.S., originating from the acquisition of the Dade Behring
business in fiscal 2008 with its principal pension plans. Accordingly, the DBO and plan assets of the plans reported in the
preceding two tables increased by €224 and €128. Such
amounts are included in the items Amendments and other and
Acquisitions and other. In fiscal 2008, the DBO and the fair
value of plan assets decreased due to the disposal of SV and
SEN liabilities and pension assets. These effects are included
in the items Divestments and Divestments and other in the
preceding two tables.
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Pension benefits: Components of NPBC
The components of the NPBC for the fiscal years ended September 30, 2009 and 2008 are as follows:

Year ended September 30, 2009

Year ended September 30, 2008

Total

Domestic

Foreign

Total

Domestic

Service cost

451

272

179

511

279

232

Interest cost

1,372

853

519

1,246

765

481

(1,250)

(774)

(929)

(542)

Expected return on plan assets
Amortization of past service cost (benefits)
Loss (gain) due to settlements and curtailments

Foreign

(476)

(1,471)

14

17

(3)

(1)

–

(1)

(38)

(2)

(36)

(46)

(26)

(20)

183

239

89

150

89

89

549

366

Germany

366

366

U.S.

144

144

132

132

U.K

30

30

15

15

9

9

3

3

Net periodic benefit cost

Other

Net periodic benefit cost for fiscal 2008 in the table above in-

Pension benefits: Amounts recognized in the

cludes €(21) related to discontinued operations. The amount

Consolidated Statements of Income and Expense

includes €(59) settlement gain as a result from the disposal of

r ecognized in Equity

the SV and SEN pension liabilities and €38 other net periodic

The actuarial gains and losses on defined benefit pension

pension cost of SV and SEN.

plans recognized in the Consolidated Statements of Income
and Expense recognized in Equity for the fiscal years ended
September 30, 2009 and 2008 were as follows:

Year ended September 30, 2009

Actuarial losses (gains)
Effects in connection with asset ceiling

Domestic

Foreign

Total

Domestic

Foreign

1,398

895

503

1,900

944

956

104

–

104

–

–

(194)

(204)

(50)

403

(398)

Income tax effect
Net amount recognized in the Consolidated Statements
of Income and Expense recognized in Equity (net of tax)

Year ended September 30, 2008

Total

252

1,104

701

Germany

701

701

U.S.

130

130

198

198

U.K.

268

268

263

263

5

5

193

193

Other

1,850

1,196

1,196

1,196

–
(302)
654
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Pension benefits: Assumptions for the calculation

the retirement plans are situated or where plan assets are in-

of the DBO and NPBC

vested as well as capital market expectations.

Assumed discount rates, compensation increase rates and
pension progression rates used in calculating the DBO to-

The weighted-average discount rate used for the actuarial val-

gether with long-term rates of return on plan assets vary ac-

uation of the DBO as of the balance sheet date and the ex-

cording to the economic conditions of the country in which

pected return on plan assets for the fiscal year ending at the
balance sheet date were as follows:

Year ended September 30, 2009

Discount rate
Germany

Year ended September 30, 2008

Total

Domestic

Foreign

Total

Domestic

Foreign

5.3%

5.3%

5.2%

6.2%

6.4%

6.0%

5.3%

5.3%

6.4%

6.4%

U.S.

5.69%

5.69%

6.79%

U.K.

5.7%

5.7%

6.5%

6.4%

6.5%

6.5%

6.5%

6.5%

Expected return on plan assets
Germany

6.5%

6.5%

6.5%

6.5%

6.79%
6.5%
6.5%

U.S.

6.97%

6.97%

6.97%

6.97%

U.K.

6.5%

6.5%

6.7%

6.7%

The rates of compensation increase for countries with signifi-

cal years balance sheet date. The fair value and thus the ex-

cant effects on the DBO as of the balance sheet date with re-

pected return on plan assets are adjusted for significant events

gard to this assumption were as follows for the years ended

after the balance sheet date, such as a supplemental funding.

September 30, 2009 and 2008: U.S.: 3.76% and 4.05%, U.K.
4.0% and 4.5%, Switzerland: 1.5% and 2.5%, Netherlands:

The discount rate assumptions reflect the rates available on

2.95% and 2.95%. The compensation increase rate for the do-

high-quality corporate bonds or government bonds of consis-

mestic pension plans for the year ended September 30, 2009,

tent duration and currency at the balance sheet date. The ex-

was 2.25% (2008: 2.25%). However, due to the implementation

pected return on plan assets is determined on a uniform basis,

of the BSAV, the effect of the compensation increase on the

considering long-term historical returns, asset allocation, and

domestic pension plans is substantially eliminated. The rates

future estimates of long-term investment returns. For fiscal

of pension progression for countries with significant effects

2009 and fiscal 2008 the expected return on plan assets re-

on the DBO as of the balance sheet date with regard to this as-

mained primarily unchanged. Changes of other actuarial as-

sumption were as follows for the years ended September 30,

sumptions not mentioned above, such as employee turnover,

2009 and 2008: Germany: 1.75% and 1.75%, U.K.: 3.0% and

mortality, disability, etc., had an only minor effect on the over-

3.6%, Netherlands: 1.5% and 2.0%.

all DBO for the years ended September 30, 2009 and 2008.

The assumptions used for the calculation of the DBO as of the

Experience adjustments, which result from differences be-

balance sheet date of the preceding fiscal year are used to de-

tween the actuarial assumptions and the actual occurrence,

termine the calculation of interest cost and service cost of the

decreased the DBO by 0.5% in fiscal 2009, increased the DBO

following year. The total expected return for the fiscal year will

by 0.4% in fiscal 2008, did not affect the DBO in fiscal 2007 and

be based on the expected rates of return for the respective year

fiscal 2006 and increased the DBO by 0.8% in fiscal 2005.

multiplied by the fair value of plan assets at the preceding fis-

218 Managing Board statements, Independent auditors’ report, Additional information
126 Notes to Consolidated Financial Statements
(in millions of €, except where otherwise
stated and per share amounts)

B27T059_E
165

Pension benefits: Sensitivity analysis

Increases and decreases in the discount rate, rate of compen-

A one-percentage-point change of the established assump-

sation increase and rate of pension progression which are

tions mentioned above, used for the calculation of the NPBC

used in determining the DBO do not have a symmetrical effect

for fiscal 2010, or a change in the fair value of plan assets of

on NPBC primarily due to the compound interest effect created

€500, as of September 30, 2009, respectively, would result in

when determining the net present value of the future pension

the following increase (decrease) of the fiscal 2010 NPBC:

benefit. If more than one of the assumptions were changed
simultaneously, the cumulative impact would not necessarily

Effect on NPBC 2010
due to a onepercentage-point/€500
increase

Discount rate
Expected return on plan assets

be the same as if only one assumption was changed in isolation.

decrease

18

(29)

(195)

195

Pension benefits: Plan assets

26

(23)

The asset allocation of the plan assets of the principal pension

Rate of pension progression

139

(109)

benefit plans as of the balance sheet date for fiscal 2009 and

Fair value of plan assets

(32)

32

2008 as well as the target asset allocation for fiscal year 2010,

Rate of compensation increase

are as follows:

Target asset allocation

Asset allocation

September 30, 2010
Asset class

September 30, 2009

September 30, 2008

Total

Domestic

Foreign

Total

Domestic

Equity

20 – 50%

27%

27%

29%

29%

29%

Foreign

29%

Fixed income

40 – 70%

61%

62%

59%

61%

62%

61%
10%

Real estate

5 – 15%

9%

8%

9%

9%

8%

Cash and other assets

5 – 15%

3%

3%

3%

1%

1%

0%

100%

100%

100%

100%

100%

100%

Derivatives are reported under the asset class whose risk is

The plan assets include own shares and debt instruments of

hedged. Current asset allocation is composed of high quality

the Company with a fair value of €50 as of September 30, 2009,

government and selected corporate bonds. Siemens con-

as well as domestic real estate with a fair value of €274 and

stantly reviews the asset allocation in light of the duration of

€265 as of September 30, 2009 and 2008, respectively, which is

its pension liabilities and analyzes trends and events that may

occupied by the Company.

affect asset values in order to initiate appropriate measures at
a very early stage.

The following table shows the actual return on plan assets for
fiscal 2009 and 2008:

Year ended September 30, 2009

Actual return on plan assets

166

6 Reports Supervisory Board /
Managing Board
122 Consolidated Statements of Income

Year ended September 30, 2008

Total

Domestic

Foreign

Total

Domestic

Foreign

1,906

1,546

360

(2,177)

(1,627)

(550)
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The actual return over the last twelve months amounted to

Principal other post-employment benefits

10.0% or €1,906 compared to an expected return of 6.5% or
€1,250. The experience adjustment arising on plan assets was

In Germany, employees who entered into the Company ’s em-

3.5% in fiscal 2009 (fiscal 2008: (16.2)%; fiscal 2007: (0.9)%; fis-

ployment on or before September 30, 1983, are entitled to

cal 2006: (0.3)%; fiscal 2005: 5.8%). For the domestic pension

transition payments for the first six months after retirement

plans, €1,546 or 12.9% was realized, as compared to an ex-

equal to the difference between their final compensation and

pected return on plan assets of 6.5% or an amount of €774 that

the retirement benefits payable under the corporate pension

was included in the NPBC. For the foreign pension plans, €360

plan. Certain foreign companies, primarily in the U.S. and Can-

or 5.2% was realized, as compared to an expected return on

ada, provide other post-employment benefits in the form of

plan assets of 6.4% or an amount of €476 that was included in

medical, dental and life insurance. The amount of obligations

the NPBC.

for other post-employment benefits in the form of medical and
dental benefits specifically depends on the expected cost trend

Pension benefits: Pension benefit payments

in the healthcare sector. To be entitled to such healthcare ben-

The following overview comprises pension benefits paid out of

efits participants must contribute to the insurance premiums.

the principal pension benefit plans during the years ended

Participant contributions are based on specific regulations of

September 30, 2009 and 2008, and expected pension pay-

cost sharing which are defined in the benefit plans. The Com-

ments for the next five years and in the aggregate for the five

pany has the right to adjust the cost allocation at any time,

years thereafter (undiscounted):

generally this is done on an annual basis. Premiums for life insurance benefits are paid solely by the Company.
Total

Domestic

Foreign

2008

1,261

871

390

2009

1,338

911

427

2010

1,329

910

419

2011

1,363

945

418

2012

1,390

962

428

Pension benefits paid

Expected pension payments

2013

1,401

963

438

2014

1,427

977

450

2015 – 2019

7,554

5,114

2,440

The Company ’s principal other post-employment benefits are
illustrated in detail in the subsequent sections with regard to:
▪▪ Obligations and funded status,
▪▪ Plan assets,
▪▪ Components of NPBC,
▪▪ Amounts recognized in the Consolidated Statements of

Income and Expense recognized in Equity,
▪▪ Assumptions used in the calculation of the DBO and the

NPBC,
▪▪ Sensitivity analysis, and
▪▪ Benefit payments.

As pension benefit payments for Siemens’ principal funded
pension benefit plans reduce the DBO and plan assets by the
same amount, there is no impact on the funded status of such
plans.
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Other post-employment benefits:
Obligations and funded status
The funded status of plan assets and a reconciliation of the
funded status to the amounts recognized in the Consolidated
Balance Sheets are as follows:

September 30, 2009

Fair value of plan assets
Total defined benefit obligation

September 30, 2008

Total

Domestic

Foreign

Total

Domestic

3

–

3

3

–

Foreign

3

649

307

342

650

288

362

Defined benefit obligation (funded)

230

–

230

247

–

247

Defined benefit obligation (unfunded)

419

307

112

403

288

115

(646)

(307)

(339)

(647)

(288)

(359)

Funded status
Unrecognized past service cost (benefits)

7
(639)

Net amount recognized

–
(307)

7
(332)

8
(639)

–
(288)

8
(351)

The following table shows a detailed reconciliation of the
changes in the benefit obligation for other post-employment
benefits for the years ended September 30, 2009 and 2008:

September 30, 2009

September 30, 2008

Total

Domestic

Foreign

Total

Domestic

Foreign

650

288

362

779

321

458

Change in benefit obligations:
Defined benefit obligation at beginning of year
Foreign currency exchange rate changes

(7)

–

(7)

(7)

–

Service cost

15

9

6

18

10

(7)
8

Interest cost

41

18

23

38

16

22

Settlements and curtailments

(9)

(9)

–

(3)

(7)

4

Plan amendments and other

(30)

(1)

(29)

–

–

–
(13)

50

36

14

(27)

(14)

Acquisitions

–

–

–

–

–

–

Divestments

–

–

–

(79)

(1)

(78)

Actuarial (gains) losses

Benefits paid
Defined benefit obligation at end of year

(61)

(34)

(27)

(69)

(37)

(32)

649

307

342

650

288

362
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Other post-employment benefits: Plan assets
The following table shows the change in plan assets for fiscal
2009 and 2008:

September 30, 2009
Total

Domestic

Foreign

September 30, 2008
Total

Domestic

Foreign

Change in plan assets:
Fair value of plan assets at beginning of year
Employer contributions
Benefits paid
Fair value of plan assets at year end

3

–

3

3

–

3

27

–

27

32

–

32

(27)

–

(27)

(32)

–

(32)

3

–

3

3

–

3

Other post-employment benefits:
Components of NPBC
The components of the NPBC for other post-employment benefits for the years ended September 30, 2009 and 2008 are as
follows:

Year ended September 30, 2009

Year ended September 30, 2008

Total

Domestic

Foreign

Total

Domestic

Service cost

15

9

6

18

10

Foreign

8

Interest cost

41

18

23

38

16

22

(30)

–

(30)

1

–

1

Loss (gain) due to settlements and curtailments

(9)

(9)

–

(3)

(7)

4

Net periodic benefit cost

17

18

(1)

54

19

35

Amortization of unrecognized past service cost (benefits)

Net periodic benefit cost for fiscal 2008 in the table above includes €5 related to discontinued operations. The amount includes €3 settlement loss as a result from the disposal of the
SV and SEN pension liabilities and €2 other net periodic pension cost of SV and SEN.
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Other post-employment benefits: Amounts
recognized in the Consolidated Statements
of Income and Expense recognized in Equity
The actuarial gains and losses on other post-employment benefit plans recognized in the Consolidated Statements of Income and Expense recognized in Equity for the fiscal years
ended September 30, 2009 and 2008 were as follows:

Year ended September 30, 2009

Actuarial losses (gains)
Income tax effect
Net amount recognized in the Consolidated Statements
of Income and Expense recognized in Equity (net of tax)
Germany

Year ended September 30, 2008

Total

Domestic

Foreign

Total

50

36

14

(27)

Domestic

(14)

Foreign

(13)

(16)

(11)

(5)

9

4

5

34

25

9

(18)

(10)

(8)

25

25

(10)

(10)

U.S.

8

8

(5)

(5)

Canada

1

1

(3)

(3)

Other post-employment benefits: Assumptions used

Experience adjustments, which result from differences be-

in the calculation of the DBO and NPBC

tween the actuarial assumptions and the actual occurrence,

Discount rates and other key assumptions used for transition

decreased the DBO by 1.6%, 0.9%, 0.3%, 1.5% and 14.2% in fiscal

payments in Germany are the same as those utilized for do-

2009, 2008, 2007, 2006 and 2005, respectively.

mestic pension benefit plans.
Other post-employment benefits: Sensitivity analysis
The weighted-average assumptions used in calculating the ac-

The health care assumptions may be significantly influenced

tuarial values for the post-employment healthcare and life in-

by the expected progression in health care expense. A one-

surance benefits are as follows:

percentage-point change in the healthcare trend rates would
have resulted in the following increase (decrease) of the de-

Discount rate

Year ended
Sept. 30, 2009

Year ended
Sept. 30, 2008

5.66%

6.70%

fined benefit obligation and the service and interest cost as of
and for the year ended September 30, 2009:

U.S.:

September 30, 2009
One-percentage-point

Medical trend rates
(initial/ultimate/year):
Medicare ineligible pre-65
Medicare eligible post-65
Fixed dollar benefit
Dental trend rates
(initial/ultimate/year)

8.5%/5%/2017

9%/5%/2017

Effect on defined benefit obligation

9%/5%/2018

9%/5%/2017

–

–

Effect on total of service and
interest cost components

6%/5%/2021

6%/5%/2021

increase

decrease

12

(10)

1

(1)

Canada:
Medical trend rates
Drug trend rates
Dental trend rates
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Other post-employment benefits: Benefit payments

Since the benefit obligations for other post-employment ben-

The following overview comprises benefit payments for other

efits are generally not funded, such payments will impact the

post-employment benefits paid out of the principal other de-

current operating cash flow of the Company.

fined benefit post-employment plans during the years ended
September 30, 2009 and 2008, and expected pension payments for the next five years and in the aggregate for the five

Defined Contribution Plans and State Plans
(continuing operations)

years thereafter (undiscounted):
The amount recognized as an expense for defined contribuTotal

Domestic

Foreign

2008

69

37

32

2009

61

34

27

Payments for other
post-employment benefits

tion plans amounted to €382 in fiscal 2009 and €314 in fiscal
2008, respectively. Contributions to state plans amounted to
€1,870 in fiscal 2009 and €1,841 in fiscal 2008.

Expected payments for other
post-employment benefits
2010

51

25

26

2011

66

39

27

2012

55

29

26

2013

51

24

27

2014
2015 – 2019

55

28

27

336

197

139

25 	Provisions

Warranties

Order
related losses
and risks

Asset
retirement
obligations

Other

Balance as of beginning of fiscal year

2,744

1,705

682

2,567

7,698

Additions

1,508

948

3

719

3,178

Total

Usage

(713)

(630)

(29)

(1,457)

(2,829)

Reversals

(485)

(300)

(6)

(389)

(1,180)

(23)

(33)

(1)

(12)

(69)

4

15

10

190

Translation differences
Accretion expense and effect of changes in discount rates
Other changes
Balance as of fiscal year-end
Thereof non-current

(35)

(43)

161
6

46

3,000

1,662

816

1,484

6,962

(26)

861

551

793

566

2,771

Except for asset retirement obligations (see discussion below),

Warranties mainly relate to products sold. See Note 2 for fur-

the majority of the Company ’s provisions are generally ex-

ther information concerning our policy for estimating war-

pected to result in cash outflows during the next 1 to 15 years.

ranty provisions.
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Order related losses and risks are provided for anticipated

With respect to the Hanau facility, the process of setting up in-

losses and risks on uncompleted construction, sales and leas-

termediate storage for radioactive waste has nearly reached

ing contracts.

completion; on September 21, 2006, the Company received official notification from the authorities that the Hanau facility

Asset retirement obligations

has been released from the scope of application of the German
Atomic Energy Act and that its further use is unrestricted. The

The Company is subject to asset retirement obligations related

ultimate costs of the remediation are contingent on the deci-

to certain items of property, plant and equipment. Such asset

sion of the federal government on the location of the final

retirement obligations are primarily attributable to environ-

storage facility and the date of its availability. Consequently,

mental clean-up costs which amounted to €780 and €648, re-

the provision is based on a number of significant estimates

spectively, as of September 30, 2009 and 2008 (the non-current

and assumptions. Those significant estimates and assump-

portion thereof being €764 and €617, respectively) and to costs

tions may be substantiated since the federal government is in

primarily associated with the removal of leasehold improve-

the process of establishing a final storage for radioactive waste

ments at the end of the lease term amounting to €36 and €34,

with negligible heat generation approximately in the next de-

respectively as of September 30, 2009 and 2008 (the non-cur-

cade. The requirements for waste acceptance, administration

rent portion thereof being €29 and €30, respectively).

regulations as well as the financial restrains for the so-called
“Konrad Repository” are not yet defined. The Company does

Environmental clean-up costs are mainly related to remedia-

not expect any recoveries from third parties and did not reduce

tion and environmental protection liabilities which have been

the provisions for such recoveries. The Company believes that

accrued based on the estimated costs of decommissioning fa-

it has adequately provided for this exposure. As of September

cilities for the production of uranium and mixed-oxide fuel ele-

30, 2009 and 2008, the provision totals €780 and €648, respec-

ments in Hanau, Germany (Hanau facilities), as well as a nu-

tively, and is recorded net of a present value discount of €1,163

clear research and service center in Karlstein, Germany (Karl-

and €1,323, respectively. The total expected payments for each

stein facilities). According to the German Atomic Energy Act,

of the next five fiscal years and the total thereafter are €16, €14,

when such a facility is closed, the resulting radioactive waste

€12, €10, €4 and €1,887 which includes €1,834 for the esti-

must be collected and delivered to a government-developed fi-

mated costs associated with final storage in 2033.

nal storage facility. In this regard, the Company has developed
a plan to decommission the Hanau and Karlstein facilities in

The Company recognizes the accretion of the provision for as-

the following steps: clean-out, decontamination and disas-

set retirement obligations using the effective interest method

sembly of equipment and installations, decontamination of

applying current interest rates prevailing at the balance sheet

the facilities and buildings, sorting of radioactive materials,

date. During the year ended September 30, 2009 and 2008 the

and intermediate and final storage of the radioactive waste.

Company recognized €33 and €32, respectively in accretion

This process will be supported by continuing engineering

expense in Financial income (expense), net. Changes in dis-

studies and radioactive sampling under the supervision of Ger-

count rates increased the carrying amount of provisions by

man federal and state authorities. The decontamination, dis-

€128 and €21 as of September 30, 2009 and 2008, respectively.

assembly and sorting activities are planned to continue until

172

2015; thereafter, the Company is responsible for intermediate

Other included approximately €1 billion in estimated fines in

storage of the radioactive materials until a final storage facility

connection with ongoing settlement negotiations of legal

is available. The final location for all kinds of radioactive waste

matters with authorities in Germany and the U.S., provided for

is not expected to be available before approximately 2030.

in fiscal 2008 and settled in fiscal 2009.
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26 	Other liabilities

27 	Equity

September 30,
2009

2008

815

1,033

Siemens common stock is composed of no par value shares
with a notional value of €3.00 per share. Each share of com-

Employee related liabilities

194

203

1,013

1,140

2,022

2,376

Deferred income
Other

Common stock

mon stock is entitled to one vote.
The following table provides a summary of outstanding capital
and the changes in authorized and conditional capital for fiscal years 2009 and 2008:

Common stock
(authorized and issued)

As of September 30, 2007

Conditional capital
(not issued)

in thousands
of €

in thousand
shares

in thousands
of €

in thousand
shares

2,742,610

914,203

671,130

223,710

–

–

–

–

2,742,610

914,203

671,130

223,710

860,002 1

286,667 1

Share-based payments (see Note 34)
As of September 30, 2008

Authorized capital
(not issued)

in thousands
of €

860,002 1
–

in thousand
shares

286,667 1
–

Expired capital

–

–

(600,000)

(200,000)

(702,485)

(234,161)

Newly approved capital

–

–

520,800

173,600

600,000

200,000

Share-based payments (see Note 34)

–

–

–

–

–

2,742,610

914,203

591,930

197,310

As of September 30, 2009
1

757,517 1

–
252,506 1

Due to rounding, amounts presented may not add up precisely.

Authorized capital (not issued)
The Company ’s shareholders authorized the Managing Board,
with the approval of the Supervisory Board, to increase capital

c) Authorized Capital 2004 by up to €600 through issuing up
to 200 million new shares for contributions in cash and/or
kind. The authorization was granted on January 22, 2004
and expired on January 21, 2009.

stock through the issuance of no par value shares registered in
the names of the holders and to determine the further content

Regarding Authorized Capital 2009 and 2004, with the ap-

of the rights embodied in the shares and the terms and condi-

proval of the Supervisory Board, the Managing Board can ex-

tions of the share issue as follows:

clude shareholders’ pre-emptive rights for capital increases in
the form of contributions in kind and in certain pre-stipulated

a) Authorized Capital 2009 by up to €520.8 through the issuance of up to 173.6 million shares in exchange for contributions in cash and/or in kind (Authorized Capital 2009) until
January 26, 2014. It replaced Authorized Capital 2004 – see c).

circumstances for contributions in cash.
In accordance with Authorized Capital 2006 and Authorized
Capital 2004, new shares can be issued solely to employees of
Siemens AG and its subsidiaries (provided these subsidiaries

b) Authorized Capital 2006 by up to €75 through issuing up
to 25 million shares for contributions in cash. The authorization was granted on January 26, 2006 and expires on
January 25, 2011. As of September 30, 2009, €71.1 representing 23.71 million shares are still available for issuance.

218 Managing Board statements, Independent auditors’ report, Additional information
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Conditional Capital (not issued)

Treasury stock

Conditional Capital is provided for the purpose of a) issuing

The Company is authorized by its shareholders to acquire up to

convertible bonds, b) accommodating the exercise of stock op-

91,420,342 Siemens shares. The resolution was adopted on

tion plans and c) settling claims of former Siemens Nixdorf In-

January 27, 2009 and is valid until July 26, 2010. It took effect

formationssysteme AG shareholders.

on March 1, 2009, superseding the prior authorization dating
January 24, 2008 with effect on March 1, 2008. According to

a) Conditional Capital to issue bonds in an aggregate principal amount of up to €15 billion with conversion rights or
with warrants entitling the holders to subscribe to up to
200 million new shares of Siemens AG with no par value,
representing up to €600 of capital stock (Conditional capital 2009). The authorization will expire on January 26,
2014.

the current resolution, repurchased shares may be (i) sold via a
stock exchange or through a public sales offer made to all
shareholders; (ii) retired, (iii) used to meet the obligations under the 2001 Siemens Stock Option Plan (iv) offered for purchase to individuals currently or formerly employed by the
Company or any of its subsidiaries or granted and transferred
to such individuals with a holding period of at least two years;
(v) offered and transferred with the approval of the Supervi-

b) Conditional Capital to service the 2001 and 1999 Siemens
Stock Option Plans amounts to €157, representing 52.32
million shares of Siemens AG as of September 30, 2009
and 2008. Of the €157 Conditional capital, €147, representing 49 million shares, is reserved to solely service the 2001
Siemens Stock Option Plan and €10, representing 3.32 million shares, services both the 2001 and 1999 Siemens
Stock Option Plans.

sory Board to third parties against contributions in kind, particularly in connection with business combinations or the acquisition of companies or interests therein; (vi) sold with the
approval of the Supervisory Board to third parties against payment in cash if the price (excluding incidental transaction
costs) at which such Siemens shares are to be sold is not significantly lower than the market price of the Siemens stock on
the trading day, as determined during the opening auction of
the Xetra trading platform (or a comparable successor system);

c) Conditional Capital provided to issue shares to settle claims
offered to former SNI AG shareholders who had not tendered their SNI AG share certificates amounts to €0.6, representing 189 thousand shares as of September 30, 2009
and 2008. Such rights to claim Siemens shares expired in
2007 and no further shares are to be issued.

or (vii) used to service conversion or option rights granted by
the Company or any of its subsidiaries. In addition, the Supervisory Board is authorized to offer repurchased shares to the
members of the Managing Board of the Company for purchase
as stock-based compensation under the same terms and conditions as those offered to employees of the Company or to
grant and transfer such shares to members of the Managing

d) Conditional Capital 2004 expired on January 21, 2009. It
was provided to service the issuance of bonds with conversion rights or warrants and amounted to €702 representing 234.2 million shares of Siemens AG as of September 30, 2008. The Company ’s shareholders authorized the
Managing Board in fiscal 2004, to issue bonds in an aggregate principal amount of up to €11,250 with conversion
rights (convertible bonds) or with warrants.

Board with a holding period of at least two years.
Additionally, a resolution is in effect that authorizes the Company to repurchase its own shares by using equity derivatives,
such as put and call options and a combination of put and call
options. The term of such options must be chosen in a way
that any repurchase of the Company ’s own shares upon the
exercise of the option will take place no later than July 26,
2010.
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In November 2007, the Company announced a share buy back

In fiscal 2008, the Company repurchased a total of 56,201,421

program. Under the program, the Company expects to conduct

shares at an average price of €77.41 per share. In fiscal 2008, a

share repurchases with a total volume of up to €10 billion by

total of 3,556,139 shares of treasury stock were sold. Thereof,

2010 for the purpose of cancellation and reduction of capital

2,829,239 shares were issued to share-based compensation

stock and, to a lesser extent, to fulfill obligations arising out of

plan participants to accommodate the exercise of stock op-

stock based compensation programs. As of September 30,

tions and 720,292 shares were issued to employees under the

2009, 56,201,421 Treasury shares amounting to €4,350 have

employee share purchase program with compensation charac-

been repurchased.

ter (see Note 34 for additional information). As of September
30, 2008, 52,645,665 shares remained in treasury with a carry-

In fiscal 2009, 189 shares were re-deposited to the Company ’s

ing amount of €4,002.

Treasury Stock and 4,868,193 of Treasury Shares were re-issued
in connection with share-based payment plans. As of Septem-

Other components of equity

ber 30, 2009, 47,777,661 shares remained in treasury with a
carrying amount of €3,632.

The changes in the other components of equity are as follows:

Year ended September 30, 2009
Pretax

Unrealized holding gains (losses) on available-for-sale financial assets

46

Tax effect

(8)

Year ended September 30, 2008

Net

Pretax

38

(135)

10

44

(10)

34

(18)

72

(134)

12

Unrealized gains (losses) on derivative financial instruments

335

(101)

234

(124)

33

(91)

Reclassification adjustments for (gains) losses included in net income

138

(43)

95

(212)

66

(146)

473

(144)

(237)

Net unrealized gains (losses) on derivative financial instruments
Foreign-currency translation differences

(505)
58

Miscellaneous

2

Net

(125)

90

Reclassification adjustments for (gains) losses included in net income
Net unrealized gains (losses) on available-for-sale financial assets

1

Tax effect

3
(122)

329

(336)

99

–

(505)

(314)

–

(314)

(162)

(104)

(784)

111

(673)

The Managing Board proposed a dividend of €1.60 per share of
the fiscal 2009 Siemens AG earnings, in total representing ap-

Under the German Stock Corporation Act (Aktiengesetz), the

proximately €1,388 in expected payments. Payment of the pro-

amount of dividends available for distribution to shareholders

posed dividend is contingent upon approval by the sharehold-

is based upon the earnings of Siemens AG as reported in its

ers at the Annual Shareholders’ Meeting on January 26, 2010.

statutory financial statements determined in accordance with
the German Commercial Code (Handelsgesetzbuch). In fiscal
2009, Siemens AG management distributed an ordinary dividend of €1,380 (€1.60 per share) of the fiscal 2008 earnings to
its shareholders. In fiscal 2008, Siemens AG management distributed €1,462 (€1.60 per share) of the fiscal 2007 earnings to
its shareholders.
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Additional capital disclosures

est taxes, depreciation and amortization (EBITDA) as adjusted.
The calculation of Adjusted industrial net debt is set forth in

As of September 30, 2009 and 2008, our capital structure was

the table below. Adjusted EBITDA is calculated as earnings be-

as follows:

fore income taxes (EBIT) (adjusted) before amortization (defined as amortization and impairments of intangible assets
September 30,
2009

2008

Total equity attributable to
shareholders of Siemens AG

26,646

26,774

As percentage of total capital

58%

62%

698

1,819

Short-term debt
Long-term debt
Total debt
As percentage of total capital
Total capital (total debt, as
stated above, and total equity)

18,940

14,260

19,638

16,079

42%

38%

46,284

42,853

% Change

other than goodwill) and depreciation and impairments of
property, plant and equipment and goodwill. Adjusted EBIT is
income from continuing operations before income taxes less

(0.5)%

financial income (expense), net and income (loss) from investments accounted for using the equity method, net.

22%

The target range for our capital structure ratio is 0.8 – 1.0. As a
step toward achieving this target range, we implemented our
share buyback plan for up to €10 billion in share repurchases

8%

through 2010 – see Note 27. In fiscal 2009, no shares were repurchased under this program.

In fiscal 2009, total equity attributable to shareholders of

September 30,

Siemens AG decreased by 0.5 percent compared to fiscal 2008.
Total debt increased by 22 percent during the last fiscal year

Short term debt

primarily due to the issuance of Euro medium-term notes with

Plus: Long term debt

a carrying amount of €3.98 billion as of September 30, 2009

Less: Cash and cash equivalents

partly offset by repaying the €0.5 billion floating rate extend-

Less: Current available for sale
financial assets

ible note and U.S.$750 million floating rate notes with a carrying amount of €524. This resulted in a decrease in total equity

2009

2008

698

1,819

18,940

14,260

(10,159)

(6,893)

(170)

Net debt

(152)

9,309

9,034

(9,521)

(9,359)

4,015

2,460

as a percentage of total capital to 58 percent compared to 62

Less: SFS Debt excl. internally
purchased receivables

percent in fiscal 2008. This also resulted in an increase in Total

Plus: Funded status pension plan

debt as a percentage of Total capital of 42 percent in fiscal

Plus: Funded status other post
employment benefits

646

650

Plus: Credit guarantees

313

480

(862)

(901)

2009 from 38 percent in the prior year.
Commitments exist to sell or otherwise issue common shares
in connection with established share-based compensation plans.
In fiscal 2009, commitments for share-based compensation
were fulfilled through treasury shares, which is intended to
continue in fiscal 2010. For additional information with respect
to share-based compensation and treasury shares, see Note 34.

Less: approx. 50% nominal amount
hybrid bond
Less: Fair value hedge accounting
adjustment 1
Adjusted industrial net debt
1

(1,027)
2,873

(180)
2,184

Fair value hedge accounting adjustments have been included since fiscal 2009;
prior year amounts were adjusted accordingly.

As part of our Fit42010 program, we decided to improve our
capital structure. A key consideration is to maintain ready ac-

A key factor in maintaining a strong financial profile is our

cess to capital markets through various debt products and to

ability to generate cash flow, geographic and product diversifi-

preserve our ability to repay and service our debt obligations

cation as well as our competitive market position, among other

over time. We therefore set a capital structure goal defined as

factors. Our current corporate credit ratings from Moody ’s In-

Adjusted industrial net debt, divided by Earnings before inter-

vestors Service and Standard & Poor’s are noted below:

credit rating which is affected by capital structure, profitability,

B27T076_E
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tive,” ”stable” and “developing”. Furthermore, Standard &
September 30, 2009

September 30, 2008

Moody’s
Investors
Service

Standard
& Poor’s

Moody’s
Investors
Service

Standard
& Poor’s

Long-term debt

A1

A+

A1

A A–

Short-term debt

P-1

A-1

P-1

A-1+

Poor’s downgraded our corporate short-term credit rating from
“A-1+” to “A-1.” This is the second highest short-term rating
within the S&P rating scale.

29

Commitments and contingencies

Guarantees and other commitments
In fiscal 2009, Moody ’s Investors Service made no rating
changes. Moody ’s applied a long term credit rating of “A1,”

The following table presents the undiscounted amount of

outlook stable, on November 9, 2007. The rating classification

maximum potential future payments for each major group of

A is the third highest rating within the agency ’s debt ratings

guarantee:

category. The numerical modifier 1 indicates that our longterm debt ranks in the higher end of the A category. The

September 30,

Moody ’s rating outlook is an opinion regarding the likely direction of an issuer’s rating over the medium-term. Rating out-

2009

2008

Guarantees

looks fall into the following six categories: positive, negative,

Credit guarantees

313

480

stable, developing, ratings under review and no outlook.

Guarantees of third-party performance

1,092

1,726

HERKULES obligations

3,490

3,890

Other

2,253

3,435

7,148

9,531

Moody ’s Investors Service’s rating for our short-term corporate
credit and commercial paper is P-1, the highest available rating
in the prime rating system, which assesses issuers’ ability to
honor senior financial obligations and contracts. It applies to
senior unsecured obligations with an original maturity of less

Credit guarantees cover the financial obligations of third par-

than one year.

ties in cases where Siemens is the vendor and/or contractual
partner. These guarantees generally provide that in the event

In addition, Moody ’s Investors Service published a credit opin-

of default or non-payment by the primary debtor, Siemens will

ion for us. The most recent credit opinion as of June 10, 2009

be required to settle such financial obligations. In addition,

classified the liquidity profile as “very healthy.”

Siemens provides credit guarantees generally as credit-line
guarantees with variable utilization to joint ventures and as-

On June 5, 2009, Standard & Poor’s downgraded our corporate

sociated and other companies (defined in Note 12). The maxi-

long-term credit rating from AA– to A+. At the same time Stan-

mum amount of these guarantees is subject to the outstand-

dard & Poor’s revised its outlook from “negative” to “stable” and

ing balance of the credit or, in case where a credit line is sub-

announced that the rating action followed weaker cash flows

ject to variable utilization, the nominal amount of the credit

and a rising pension deficit. Within Standard & Poor’s ratings

line. These guarantees usually have terms of between one and

definitions an obligation rated “A” has the third highest long-

five years. Except for statutory recourse provisions against the

term rating category. The modifier “+” indicates that our long-

primary debtor, credit guarantees are generally not subject to

term debt ranks in the upper end of the A category. The Stan-

additional contractual recourse provisions. As of September

dard & Poor’s rating outlook assesses the potential direction of

30, 2009 and 2008, the Company accrued €11 and €23, respec-

a long-term credit rating over the medium-term. Rating out-

tively, relating to credit guarantees.

looks fall into the following four categories: “positive,” ”nega-
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Furthermore, Siemens issues Guarantees of third-party perfor-

Other include indemnifications issued in connection with dis-

mance, which include performance bonds and guarantees of

positions of business entities. Such indemnifications protect

advanced payments in cases where Siemens is the general or

the buyer from tax, legal and other risks in conjunction with

subsidiary partner in a consortium. In the event of non-fulfill-

the purchased business entity. Indemnifications primarily re-

ment of contractual obligations by the consortium partner(s),

late to NSN, disposed of in fiscal 2007, as well as to SV and EN,

Siemens will be required to pay up to an agreed-upon maxi-

disposed of in fiscal 2008 (see Note 4). A decrease of €1.1 bil-

mum amount. These agreements span the term of the con-

lion relates to indemnifications which expired in fiscal 2009.

tract, typically ranging from three months to seven years.

As of September 30, 2009 and 2008, the total amount accrued

Generally, consortium agreements provide for fallback guaran-

for guarantees in Other is €211 and €397, respectively.

tees as a recourse provision among the consortium partners.
As of September 30, 2009 and 2008, the Company accrued €50

As of September 30, 2009 and 2008, future payment obliga-

and €46, respectively, relating to credit guarantees.

tions under non-cancellable operating leases are as follows:

The Federal Republic of Germany commissioned a consortium

September 30,

consisting of Siemens IT Solutions and Services and IBM

2009

2008

Deutschland GmbH (IBM) to modernize and operate the non-

2009

military information and communications technology of the

2010

742

484

German Federal Armed Forces (Bundeswehr). This project is

2011

519

361

called HERKULES. A project company, BWI Informationstech-

2012

378

286

nik GmbH (BWI), will provide the services required by the

2013

290

262

terms of the contract. Siemens IT Solutions and Services is a

2014

240

shareholder in the project company. The total contract value

After 2014 in fiscal 2009
(after 2013 in fiscal 2008)

682

amounts to a maximum of approximately €6 billion. In connec-

631

691

tion with the consortium and execution of the contract between BWI and the Federal Republic of Germany in December

Total operating rental expense for the years ended September

2006, Siemens issued several guarantees connected to each

30, 2009 and 2008 was €1,198 and €954, respectively.

other legally and economically in favor of the Federal Republic
of Germany and of the consortium member IBM. The guaran-

As of September 30, 2009 and 2008, the Company has commit-

tees ensure that BWI has sufficient resources to provide the re-

ments to make capital contributions to various companies of

quired services and to fulfill its contractual obligations. These

€294 and €241, respectively. The September 30, 2009 and 2008

guarantees are listed as a separate item HERKULES obligations

balance, includes a conditional commitment to make capital

in the table above due to their compound and multilayer na-

contributions to EN of €172, representing our proportionate

ture. Total future payments potentially required by Siemens

share in EN. The committed amount is due upon EN making

amount to €3.49 billion as of September 30, 2009 and will be

acquisitions or investments.

reduced by approximately €400 per year over the remaining

178

8-year contract period. Yearly payments under these guaran-

The Company is jointly and severally liable and has capital con-

tees are limited to €400 plus, if applicable, a maximum of €90

tribution obligations as a partner in commercial partnerships

in unused guarantees carried forward from the prior year.

and as a participant in various consortiums.

6 Reports Supervisory Board /
Managing Board
122 Consolidated Statements of Income

16 Corporate Governance

44 Management’s discussion and analysis

122 Consolidated Financial Statements

123 Consolidated Statements of Income
and Expense Recognized in Equity

124 Consolidated Balance Sheets

125 Consolidated Statements of Cash Flow

30 	Legal Proceedings

Without admitting or denying the allegations of the SEC com-

Public corruption proceedings

manently restraining and enjoining Siemens from violations of

plaint, Siemens agreed to the entry of a court judgment perthe FCPA and to the disgorgement of profits in the amount of
Governmental and related proceedings

US$350 million.

Public prosecutors and other government authorities in jurisdictions around the world are conducting investigations of

The agreement reflects the U.S. prosecutors’ express recogni-

Siemens and certain of our current and former employees re-

tion of Siemens’ extraordinary cooperation as well as Siemens’

garding allegations of public corruption, including criminal

new and comprehensive compliance program and extensive

breaches of fiduciary duty including embezzlement, as well as

remediation efforts. Based on these facts, the lead agency for

bribery, money laundering and tax evasion, among others.

U.S. federal government contracts, the Defense Logistics

These investigations involve allegations of corruption at a

Agency (DLA), issued a formal determination that Siemens re-

number of Siemens’ business units.

mains a responsible contractor for U.S. government business.

On December 15, 2008, Siemens announced that legal pro-

Under the terms of the plea and settlement agreements

ceedings against it arising from allegations of bribing public

reached in the United States, Siemens has engaged Dr. Theo

officials were concluded on the same day in Munich, Germany,

Waigel, former German federal minister of finance, as compli-

and in Washington, DC.

ance monitor to evaluate and report, for a period of up to four
years, on the Company ’s progress in implementing and oper-

The Munich public prosecutor announced the termination of

ating its new compliance program.

legal proceedings alleging the failure of the former Managing
Board of Siemens AG to fulfill its supervisory duties. Siemens

In the fourth quarter of fiscal 2008, the Company accrued a

agreed to pay a fine of €395. The payment of the fine marks the

provision in the amount of approximately €1 billion in connec-

conclusion of this legal proceeding against the Company by

tion with the discussions with the Munich public prosecutor,

the Munich public prosecutor. The investigations of former

the SEC and DOJ for the purpose of resolving their respective

members of the Managing Board, employees of the Company

investigations. Cash outflows relating to the fines and dis-

and other individuals remain unaffected by this resolution.

gorgements referred to above during the first quarter of fiscal
2009 amounted to €1.008 billion.

In Washington, DC, Siemens pleaded guilty in federal court to
criminal charges of knowingly circumventing and failing to

As previously reported, in October 2007, the Munich public

maintain adequate internal controls and failing to comply with

prosecutor terminated a similar investigation relating to

the books and records provisions of the U.S. Foreign Corrupt

Siemens’ former Communications Group. Siemens paid €201

Practices Act (FCPA). In related cases, three Siemens foreign

in connection with the termination of this investigation. This

subsidiaries, Siemens S.A. (Argentina), Siemens Bangladesh

brings the total amount paid to authorities in Germany in con-

Ltd. and Siemens S.A. (Venezuela), pleaded guilty to individual

nection with these legal proceedings to €596.

counts of conspiracy to violate the FCPA. In connection with
these pleas, Siemens and the three subsidiaries agreed to pay

As previously reported, the public prosecutor in Wuppertal,

a fine of US$450 million to resolve the charges of the United

Germany is conducting an investigation against Siemens em-

States Department of Justice (DOJ). At the same time, Siemens

ployees regarding allegations that they participated in bribery

settled a civil action against it brought by the U.S. Securities

related to the awarding of an EU contract for the refurbish-

and Exchange Commission (SEC) for violations of the FCPA.

ment of a power plant in Serbia in 2002.
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As previously reported, Siemens Zrt. Hungary and certain of its

pension applies to contracts with the UN Secretariat and stems

employees are being investigated by Hungarian authorities in

from Siemens’ guilty plea in December 2008 to violations of

connection with allegations concerning suspicious payments

the U.S. FCPA. Siemens does not expect a significant impact on

in connection with consulting agreements with a variety of

its business, results of operations or financial condition from

shell corporations and bribery relating to the awarding of a

this decision. The review of the decision by the UNPD is pend-

contract for the delivery of communication equipment to the

ing. In the meantime, the suspension remains effective.

Hungarian Armed Forces.
In April 2009, the Company received a “Notice of CommenceAs previously reported, the Vienna, Austria public prosecutor

ment of Administrative Proceedings and Recommendations of

is conducting an investigation into payments between 1999

the Evaluation and Suspension Officer” from the World Bank,

and 2006 relating to Siemens AG Austria and its subsidiary

which comprises the International Bank for Reconstruction

Siemens VAI Metal Technologies GmbH & Co. for which valid

and Development as well as the International Development

consideration could not be identified.

Association, in connection with allegations of sanctionable
practices during the period 2004 – 2006 relating to a World

As previously reported, authorities in Russia are conducting an

Bank-financed project in Russia. On July 2, 2009, the Company

investigation into alleged misappropriation of public funds in

entered into a global settlement agreement with the Interna-

connection with the award of contracts to Siemens for the de-

tional Bank for Reconstruction and Development, the Interna-

livery of medical equipment to public authorities in Yekaterin-

tional Development Association, the International Finance

burg in the years 2003 to 2005.

Corporation and the Multilateral Investment Guarantee
Agency (collectively, the “World Bank Group”) to resolve World

As previously reported, in August 2007, the Nuremberg-Fuerth

Bank Group investigations involving allegations of corruption

prosecutor began an investigation into possible violations of

by Siemens. In the agreement, Siemens voluntarily undertakes

law in connection with the United Nations Oil-for-Food Pro-

to refrain from bidding in connection with any project, pro-

gramme. In December 2008, the prosecutor discontinued the

gram, or other investment financed or guaranteed by the

investigation with respect to all persons accused.

World Bank Group (“Bank Group Projects”) for a period of two
years, commencing on January 1, 2009 and ending on Decem-

As previously reported, the São Paulo, Brazil, Public Prosecu-

ber 31, 2010. Siemens is not prohibited by the voluntary re-

tor’s Office is conducting an investigation against Siemens re-

straint from continuing work on existing contracts under Bank

lating to the use of business consultants and suspicious pay-

Group Projects or concluded in connection with World Bank

ments in connection with the former Transportation Systems

Group corporate procurement provided such contracts were

Group in or after 2000.

signed by Siemens and all other parties thereto prior to January 1, 2009. The agreement provides for exemptions to the vol-

As previously reported, in October 2008, U.S. authorities con-

untary restraint in exceptional circumstances upon approval

ducted a search at the premises of Siemens Building Technolo-

of the World Bank Group. Siemens must also withdraw all

gies Inc. in Cleveland, Ohio in connection with a previously

pending bids, including proposals for consulting contracts in

ongoing investigation into activities with Cuyahoga County

connection with Bank Group Projects and World Bank Group

government agencies.

corporate procurement where the World Bank Group has not
provided its approval prior to July 2, 2009. Furthermore,
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On March 9, 2009, Siemens received a decision by the Vendor

Siemens is also required to voluntarily disclose to the World

Review Committee of the United Nations Secretariat Procure-

Bank Group any potential misconduct in connection with any

ment Division (UNPD) suspending Siemens from the UNPD

Bank Group Projects. Finally, Siemens will pay US$100 million

vendor database for a minimum period of six months. The sus-

to agreed anti-corruption organizations over a period of not

6 Reports Supervisory Board /
Managing Board
122 Consolidated Statements of Income

16 Corporate Governance

44 Management’s discussion and analysis

122 Consolidated Financial Statements

123 Consolidated Statements of Income
and Expense Recognized in Equity

124 Consolidated Balance Sheets

125 Consolidated Statements of Cash Flow

more than 15 years. In fiscal 2009, the Company took a charge

the premises of Siemens Argentina and Siemens IT Services

to Other operating expense to accrue a provision in the

S.A. in Buenos Aires in August 2008 and in February 2009. The

amount of €53.

Company is cooperating with the Argentinean Authorities.
The Argentinean investigative judge also requested repeatedly

Siemens Russia OOO will, in a separate proceeding before the

judicial assistance from the Munich prosecutor and the federal

World Bank Group, face a debarment of up to four years from

court in New York.

participating in Bank Group Projects which it will not contest.
On August 17, 2009, the Anti-Corruption Commission of BanAs previously reported, the Norwegian anti-corruption unit,

gladesh filed criminal charges against two current and one

Oekokrim, conducted an investigation against Siemens AS

former employee of Siemens Bangladesh’s Healthcare busi-

Norway and two of its former employees related to payments

ness. It is alleged that the employees colluded with employees

made for golf trips in 2003 and 2004, which were attended by

of a public hospital to overcharge for the delivery of medical

members of the Norwegian Department of Defense. On July 3,

equipment in the period before 2007.

2009, the trial court in Oslo, Norway, found the two former
employees not guilty. Oekokrim stated on July 16, 2009, that

The Company remains subject to corruption-related investiga-

the proceedings against Siemens AS Norway have also been

tions in several jurisdictions around the world. As a result, ad-

discontinued.

ditional criminal or civil sanctions could be brought against
the Company itself or against certain of its employees in con-

As previously reported, the public prosecutor in Milan, Italy,

nection with possible violations of law. In addition, the scope

had filed charges against a current and a former employee of

of pending investigations may be expanded and new investi-

Siemens S.p.A., Siemens S.p.A., and one of its subsidiaries in

gations commenced in connection with allegations of bribery

November 2007, alleging that the two individuals made illegal

and other illegal acts. The Company ’s operating activities, fi-

payments to employees of the state-owned gas and power

nancial results and reputation may also be negatively affected,

group ENI. Charges were also filed against other individuals

particularly due to imposed penalties, fines, disgorgements,

and companies not affiliated with Siemens. The two individu-

compensatory damages, third-party litigation, including by

als, Siemens S.p.A., and its subsidiary entered into a “patteg-

competitors, the formal or informal exclusion from public ten-

giamento” (plea bargaining agreement without the recogni-

ders or the loss of business licenses or permits. Additional ex-

tion of any guilt or responsibility) with the Milan prosecutor

penses and provisions, which could be material, may need to

which was confirmed by the Milan court on April 27, 2009. Un-

be recorded in the future for penalties, fines, damages or other

der the terms of the patteggiamento, Siemens S.p.A. and the

charges in connection with the investigations.

subsidiary were each fined €40.0 thousand and ordered to disgorge profits in the amount of €315.562 thousand and €502.370

As previously reported, the Company investigates evidence of

thousand, respectively. The individuals accepted suspended

bank accounts at various locations, as well as the amount of

prison sentences. Once the decision becomes final and non-

the funds. Certain funds have been frozen by authorities. Dur-

appealable, the proceedings will be effectively over.

ing fiscal 2009, the Company recorded an amount of €23 in
Other operating income from the recovery of funds from cer-

As previously reported the Argentinean Anti-Corruption Au-

tain such accounts.

thority is conducting an investigation into corruption of government officials in connection with the award of a contract to

In November 2009, a subsidiary of Siemens AG voluntarily self-

Siemens in 1998 for the development and operation of a sys-

reported possible violations of South African anticorruption

tem for the production of identity cards, border control, collec-

regulations in the period before 2007 to the responsible South

tion of data and voters’ registers. Searches were executed at

African authorities.
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Civil litigation

among the 93 named defendants. During the second quarter

As already disclosed by the Company in press releases,

of fiscal 2009, process was served upon Siemens S.A.S. France

Siemens AG is asserting claims for damages against former

and Siemens A.Ş. Turkey.

members of the Managing and Supervisory Board. The Company bases its claims on breaches of organizational and super-

As previously reported, Siemens had filed a request for arbitra-

visory duties in view of the accusations of illegal business

tion against the Republic of Argentina (Argentina) with the In-

practices that occurred in the course of international business

ternational Center for Settlement of Investment Disputes (IC-

transactions in the years 2003 to 2006 and the resulting finan-

SID) of the World Bank. Siemens claimed that Argentina had

cial burdens for the Company. Siemens gave the respective

unlawfully terminated its contract with Siemens for the devel-

former members of its Managing and Supervisory Board the

opment and operation of a system for the production of iden-

opportunity to declare their willingness to reach a settlement

tity cards, border control, collection of data and voters’ regis-

until mid-November 2009. As requested by law, the settle-

ters (DNI project) and thereby violated the Bilateral Investment

ments between the Company and individual board members

Protection Treaty between Argentina and Germany (BIT).

are subject to approval by the Annual Shareholders’ Meeting.

Siemens sought damages for expropriation and violation of

Furthermore, the Company reached a settlement agreement

the BIT of approximately US$500 million. Argentina disputed

with its directors and officers (D&O) insurers regarding claims

jurisdiction of the ICSID arbitration tribunal and argued in fa-

in connection with the D&O insurance of up to €100. These

vor of jurisdiction of the Argentine administrative courts. The

settlements will be submitted to Siemens AG’s shareholders

arbitration tribunal rendered a decision on August 4, 2004,

for approval at the next Annual Shareholders’ Meeting on Jan-

finding that it had jurisdiction over Siemens’ claims and that

uary 26, 2010. In the event that individual former members of

Siemens was entitled to present its claims. A hearing on the

the Managing and/or Supervisory Board are not willing to

merits of the case took place before the ICSID arbitration tribu-

agree on a settlement and/or the Annual Shareholders’ Meet-

nal in Washington in October 2005. A unanimous decision on

ing does not approve individual settlements, the Company will

the merits was rendered by the ICSID arbitration tribunal on

pursue legitimate claims – if necessary – in court against for-

February 6, 2007, awarding Siemens compensation in the

mer members of the Managing and Supervisory Board.

amount of US$217.8 million on account of the value of its investment and consequential damages, plus compound inter-

As previously reported, an alleged holder of Siemens American

est thereon at a rate of 2.66% since May 18, 2001. The tribunal

Depositary Shares filed a derivative lawsuit in February 2007

also ruled that Argentina is obligated to indemnify Siemens

with the Supreme Court of the State of New York against cer-

against any claims of subcontractors in relation to the project

tain current and former members of Siemens’ Managing and

(amounting to approximately US$44 million) and, further-

Supervisory Boards as well as against Siemens as a nominal

more, that Argentina would be obligated to pay Siemens the

defendant, seeking various forms of relief relating to the alle-

full amount of the contract performance bond (US$20 million)

gations of corruption and related violations at Siemens. The

in the event this bond was not returned within the time period

alleged holder of Siemens American Depository Shares volun-

set by the tribunal (which period subsequently elapsed with-

tarily withdrew the derivative action in September 2009.

out delivery). On June 4, 2007, Argentina filed an application
for the annulment and stay of enforcement of the award with

182

As previously disclosed, in June 2008, the Republic of Iraq filed

the ICSID, alleging serious procedural irregularities with re-

an action requesting unspecified damages against 93 named

spect to the DNI project. An ad hoc committee was formed to

defendants with the United States District Court for the South-

consider Argentina’s application. On June 6, 2008, Argentina

ern District of New York on the basis of findings made in the

filed an application for a reversal of the ICSID’s decision and a

“Report of the Independent Inquiry Committee into the United

stay of enforcement of the arbitral award with the ICSID alleg-

Nations Oil-for-Food Programme.” Siemens S.A.S. France,

ing the discovery of new, previously unknown facts that would

Siemens A.Ş. Turkey and OSRAM Middle East FZE, Dubai are

have decisively affected the award. Argentina relied on infor-

6 Reports Supervisory Board /
Managing Board
122 Consolidated Statements of Income

16 Corporate Governance

44 Management’s discussion and analysis

122 Consolidated Financial Statements

123 Consolidated Statements of Income
and Expense Recognized in Equity

124 Consolidated Balance Sheets

125 Consolidated Statements of Cash Flow

mation reported in the media alleging bribery by Siemens,

As previously reported, in February 2007, the French Competi-

which it argued makes the BIT inapplicable. The application for

tion Authority launched an investigation into possible anti-

a reversal of the decision was registered by the ICSID on June

trust violations involving several companies active in the field

9, 2008 and forwarded to the three members of the ICSID arbi-

of suburban trains, including Siemens Transportation Systems

tration tribunal, as it had been constituted originally. The ap-

S.A.S. in Paris, and the offices were searched. Siemens is coop-

plication for reversal could have resulted in a stay with respect

erating with the French Competition Authority.

to Argentina’s application for annulment pending before the
ad hoc committee. On September 12, 2008, the arbitral tribu-

As previously reported, in February 2007, the European Com-

nal issued its initial procedural order requiring that Argentina

mission launched an investigation into possible antitrust vio-

substantiate the application by February 13, 2009. The tribunal

lations involving European producers of power transformers,

would have decided on admitting a counterclaim once Argen-

including Siemens AG and VA Technologie AG (VA Tech), which

tina would have filed the application together with the sub-

Siemens acquired in July 2005. The German Antitrust Author-

stantiation. On August 12, 2009, Argentina and Siemens

ity (Bundeskartellamt) has become involved in the proceeding

reached an agreement to settle the dispute and mutually dis-

and is responsible for investigating those allegations that re-

continue any and all civil proceedings in the case (the applica-

late to the German market. Power transformers are electrical

tion for reversal pending before the ICSID and the related an-

equipment used as major components in electric transmission

nulment proceeding) without acknowledging any issue of fact

systems in order to adapt voltages. The Company is cooperat-

or law. No payment was made by either party.

ing in the ongoing investigation with the European Commission and the German Antitrust Authority. In November 2008,

As previously reported, the Company has been approached by

the European Commission finalized its investigation and for-

a competitor to discuss claims it believes it has against the

warded its statement of objections to the involved companies.

Company. The alleged claims relate to allegedly improper pay-

On October 7, 2009, the European Commission imposed fines

ments by the Company in connection with the procurement of

totaling €67.644 on seven companies with regard to a territo-

public and private contracts. The Company has not received

rial market sharing agreement related to Japan and Europe.

sufficient information to evaluate whether any basis exists for

Siemens was not fined because it had voluntarily disclosed

such claims.

this aspect of the case to the authorities. The German Antitrust
Authority continues its investigation with regard to the Ger-

Antitrust proceedings

man market.

As previously reported, in June 2007, the Turkish Antitrust

As previously reported, in April 2007, Siemens AG and VA Tech

Agency confirmed its earlier decision to impose a fine in an

filed actions before the European Court of First Instance in

amount equivalent to €6 on Siemens A.Ş. Turkey based on al-

Luxemburg against the decisions of the European Commission

leged antitrust violations in the traffic lights market. Siemens

dated January 24, 2007, to fine Siemens and VA Tech for al-

A.Ş. Turkey has appealed this decision and this appeal is still

leged antitrust violations in the European Market of high-volt-

pending.

age gas-insulated switchgear between 1988 and 2004. Gas-insulated switchgear is electrical equipment used as a major

As previously reported, in February 2007, the Norwegian Com-

component for turnkey power substations. The fine imposed

petition Authority launched an investigation into possible an-

on Siemens amounted to €396.6 and was paid by the Company

titrust violations involving Norwegian companies active in the

in 2007. The fine imposed on VA Tech, which Siemens AG ac-

field of fire security, including Siemens Building Technologies

quired in July 2005, amounted to €22.1. VA Tech was declared

AS. In December 2008, the Norwegian Competition Authority

jointly liable with Schneider Electric for a separate fine of €4.5.

issued a final decision that Siemens Building Technologies AS

The European Court of First Instance has not yet issued a deci-

had not violated antitrust regulations.

sion. In addition to the proceedings mentioned in this docu-
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ment, authorities in Brazil, the Czech Republic, New Zealand

a class action based on the fines imposed by the European

and Slovakia are conducting investigations into comparable

Commission for alleged antitrust violations in the high-voltage

possible antitrust violations.

gas-insulated switchgear market. Thirteen companies were
named as defendants in the suit and motion, among them

As previously reported, on October 25, 2007, upon the Com-

Siemens AG Germany, Siemens AG Austria and Siemens Israel

pany ’s appeal, a Hungarian competition court reduced admin-

Ltd. The class action alleged damages to electricity consumers

istrative fines imposed on Siemens AG for alleged antitrust vio-

in Israel in the amount of approximately €575 related to higher

lations in the market of high-voltage gas-insulated switchgear

electricity prices claimed to have been paid because of the al-

from €0.320 to €0.120 and from €0.640 to €0.110 regarding VA

leged antitrust violations. At a hearing on December 11, 2008,

Tech. The Company and the Competition Authority both ap-

the plaintiff requested to withdraw from the action and from

pealed the decision. In November 2008, the Court of Appeal

the motion to certify the action as a class action. The court ap-

confirmed the reduction of the fines. On December 5, 2008,

proved the request and dismissed the action and the motion to

the Competition Authority filed an extraordinary challenge

certify.

with the Supreme Court.
In September 2009, the Commerce Commission of New ZeaIn November 2008, a claim was filed by National Grid Electric-

land has opened an investigation into violations of antitrust

ity Transmission Plc. (National Grid) with the High Court of

law in the area of flexible current transmission systems.

England and Wales in connection with the January 24, 2007

Siemens is cooperating with the Commission.

decision of the European Commission regarding alleged antitrust violations in the high-voltage gas-insulated switchgear

In September 2009, the DOJ has opened an investigation into

market. Twenty-one companies have been named as defen-

violations of antitrust law in the area of high voltage direct cur-

dants, including Siemens AG and various Siemens affiliates.

rent transmission systems and flexible current transmission

National Grid asserts claims in the aggregate amount of ap-

systems. Siemens is cooperating with the DOJ.

proximately £249 million for damages and compound interest.
Siemens believes National Grid’s claim to be without merit.

Other proceedings

The European Commission’s decision has been appealed to the
European Court of First Instance. On June 12, 2009, the High

Pursuant to an agreement dated June 6, 2005, the Company

Court granted a stay, of the proceedings pending before it, un-

sold its mobile devices business to Qisda Corp. (formerly

til three months after the outcome of the appeal to the Euro-

named BenQ Corp.), a Taiwanese company. As previously re-

pean Court of First Instance and any subsequent appeals to the

ported, a dispute arose in 2006 between the Company and

European Court of Justice. On June 26, 2009 the Siemens de-

Qisda concerning the calculation of the purchase price. From

fendants filed their answers to the complaint and requested

September 2006 onwards, several subsidiaries in different

National Grid’s claim to be rejected. A case management con-

countries used by Qisda for purposes of the acquisition of vari-

ference is scheduled for December 14, 2009.

ous business assets from the Company filed for insolvency
protection and failed to fulfill their obligations under various

As previously reported, the South African Competition Com-

contracts transferred to them by the Company under the 2005

mission investigated alleged antitrust violations in the market

agreement. On December 8, 2006, the Company initiated arbi-

of high-voltage gas-isolated switchgear. In May 2009, the

tration proceedings against Qisda requesting a declaratory

Company was notified that the Competition Commission will

award that certain allegations made by Qisda in relation to the

not pursue the prosecution of this matter.

purchase price calculation are unjustified. The Company further requested an order that Qisda perform its obligations and/

184

As previously reported, a suit and motion for approval of a

or the obligations of its local subsidiaries assumed in connec-

class action was filed in Israel in December 2007 to commence

tion with the acquisition or, in the alternative, that Qisda in-

6 Reports Supervisory Board /
Managing Board
122 Consolidated Statements of Income

16 Corporate Governance

44 Management’s discussion and analysis

122 Consolidated Financial Statements

123 Consolidated Statements of Income
and Expense Recognized in Equity

124 Consolidated Balance Sheets

125 Consolidated Statements of Cash Flow

demnify the Company for any losses. The Company ’s request

the reasons for the delay are disputed, the supplier consortium

for arbitration was filed with the International Chamber of

filed a request for arbitration against TVO in December 2008.

Commerce in Paris (ICC). The seat of arbitration is Zurich, Swit-

The supplier consortium has demanded an extension of the

zerland. In March 2007, Qisda raised a counterclaim alleging

construction time and the payment of approximately €1 billion

that the Company made misrepresentations in connection

in outstanding down payments, as well as additional compen-

with the sale of the mobile devices business and asserted

sation. In its response to the request for arbitration, TVO re-

claims for the adjustment of the purchase price. In November

jected the demand for an extension of time and made counter-

2007, the Company expanded its claims that Qisda indemnify

claims for damages relating to the delay, and interest on pur-

the Company in relation to any losses suffered as a result of

portedly prematurely made down payments. Based on a delay

Qisda’s failure to perform its obligations and/or the obligations

of 38 months, TVO estimates that its total counterclaims

of its locally incorporated subsidiaries. Qisda amended its

against the supplier consortium amount to up to €1.4 billion.

counterclaim in March 2008 by (i) changing its request for declaratory relief with regard to the alleged misrepresentations

In early 2009 Siemens terminated its joint venture with Areva

to a request for substantial damages, and (ii) raising further

S.A. (Areva). Thereafter Siemens entered into negotiations with

claims for substantial damages and declaratory relief. The par-

the State Atomic Energy Corporation Rosatom (Rosatom) with

ties have resolved their disputes relating to Qisda Corp.’s pur-

a view to forming a new partnership active in the construction

chase of the mobile device business. Upon joint request of the

of nuclear power plants, in which it would be a minority share-

parties, the ICC issued an Award by Consent in March 2009.

holder. In April 2009, Areva filed a request for arbitration with
the ICC against Siemens. Areva seeks an order enjoining

On November 25, 2008, Siemens announced that the Company

Siemens from pursuing such negotiations with Rosatom, a

and the insolvency administration of BenQ Mobile GmbH & Co.

declaration that Siemens is in material breach of its contrac-

OHG had reached a settlement after constructive discussions

tual obligations, a reduction of the price payable to Siemens

that began in 2006. In the settlement agreement, Siemens

for its stake in the Areva NP S.A.S. joint venture and damages

agreed to a gross payment of €300, which was paid in Decem-

in an amount to be ascertained. Siemens filed its answer in

ber 2008. However, the settlement is expected to result in a net

June 2009, primarily seeking a dismissal of Areva’s claims and

payment of approximately €255 after taking into account

a price increase. The arbitral tribunal has been constituted and

Siemens’ claims as creditor. Since Siemens had made a suffi-

the main proceedings have commenced. On November 17,

cient provision for the expected settlement, the settlement

2009, the arbitral tribunal issued an interim order which im-

does not have a material negative impact on Siemens’ results

poses certain provisional restrictions on Siemens with respect

of operations for fiscal 2009.

to the negotiation process and the planned partnership with
Rosatom; the order does not preclude Siemens from continu-

As reported, the Company is member of a supplier consortium

ing its discussions with Rosatom during the arbitration.

contracted by Teollisuuden Voima Oyj (TVO) for the construction of the nuclear power plant “Olkiluoto 3” in Finland. The

As previously reported, a Mexican governmental control au-

Company ’s share in the contract price payable to the supplier

thority had barred Siemens S.A. de C.V. Mexico (Siemens Mex-

consortium is approximately 27%. The other member of the

ico) from bidding on public contracts for a period of three

supplier consortium is a further consortium consisting of

years and nine months beginning November 30, 2005. This

Areva NP S.A.S. and its wholly-owned affiliate Areva NP GmbH.

proceeding arose from allegations that Siemens Mexico did

The agreed completion date for the nuclear power plant was

not disclose alleged minor tax discrepancies when it was sign-

April 30, 2009. The supplier consortium announced in January

ing a public contract in 2002. Upon several appeals by Siemens

2009 that it expected the project to be delayed by 38 months in

Mexico, the execution of the debarment was stayed, the de-

total. Now, there are discussions about further delays due to

barment subsequently reduced to a period of four months,

new requirements imposed by the approval authorities. Since

and in June 2009 the Company was finally informed by the
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relevant administrative court that the debarment was com-

Siemens A.E. entered into a subcontract agreement with Sci-

pletely annulled.

ence Applications International Corporation, Delaware, USA,
(SAIC) in May of 2003 to deliver and install significant portions

In July 2008, Mr. Abolfath Mahvi filed a request for arbitration

of security surveillance equipment as part of a “C4I” project in

with the ICC seeking an award of damages against Siemens in

preparation for the 2004 Olympic Games in Athens, Greece.

the amount of DM150 million (or the equivalent in euro, which

Siemens A.E. fulfilled its obligations pursuant to the subcon-

is approximately €77) plus interest. Mr. Mahvi’s claim is based

tractor contract from 2003 to 2008. In the course of the final

on a contract concluded in 1974 between a company that was

acceptance of the completed system in November of 2008,

then a subsidiary of Siemens and two other companies, one

representatives of the Greek government claimed that the C4I

domiciled in the Bermudas and the other in Liberia. Mr. Mahvi

System was defective and claimed compensation in the dou-

alleges that he is the successor in interest to the Bermudan

ble-digit million euro range. The Greek government has with-

and Liberian companies and that the companies assisted

held an additional double-digit million euro amount due pend-

Siemens with the acquisition of a power plant project in Bush-

ing formal final acceptance. Siemens A.E. and SAIC are con-

ehr, Iran. Siemens believes Mr. Mahvi’s claim to be without

testing these claims as unfounded. An arbitration proceeding

merit, particularly because the contract on which Mr. Mahvi

has been initiated by SAIC. The resolution of this dispute has

bases his claim had already been the subject of a previous ICC

been complicated by bribery and fraud allegations pending in

arbitration that resulted in the dismissal of the claims against

Greece with respect to Siemens A.E., which have resulted in
extensive negative media coverage concerning the C4I system.

Siemens. In his statement of claim Mr. Mahvi specified his alleged claims and now claims from Siemens the payment of
DM150 million (or the equivalent in euro, which is approxi-

The current proceedings conducted by the public prosecutor

mately €77) or, alternatively, €35.460, or €27.837 plus interest,

and criminal courts in Greece against former members of

payment of 5% commission of any further payments received

Siemens A.E. based on bribery and fraud allegations and the

by Siemens in excess of DM5.74 billion arising out of any

outcome of these proceedings might have a negative impact

agreement covered by the contract with Mr. Mahvi as well as

on pending civil legal proceedings as well as the future busi-

€5 for “moral damages.”

ness activities of Siemens A.E. in Greece.

In July 2008, Hellenic Telecommunications Organization So-

Along with the regular tax audit for the 2004 to 2007 tax years,

ciété Anonyme (OTE) filed a lawsuit against Siemens with the

the Greek tax authorities have started to re-audit Siemens

district court of Munich, Germany, seeking to compel Siemens

A.E.’s books for the 1997 to 2003 tax years, which had already

to disclose the outcome of its internal investigations with re-

been closed. The tax audits could require Siemens A.E. to pay

spect to OTE. OTE seeks to obtain information with respect to

additional taxes. Due to the complexity of the subject matter,

allegations of undue influence and/or acts of bribery in con-

however, we are currently not in a position to predict the out-

nection with contracts concluded between Siemens and OTE

come of this audit or the amounts of any potential additional

from 1992 to 2006. On September 25, 2008, Siemens was

liabilities.

served with the complaint by the district court. Siemens re-

186

sponded to the complaint, requesting that the lawsuit be dis-

In December 2008, the Polish Agency of Internal Security

missed. In May 2009, OTE was granted access to the prosecu-

(AWB) remanded into custody an employee of Siemens Health-

tor’s files in Greece, which presumably satisfied the disclosure

care Poland, in connection with an investigation regarding a

claim raised by OTE. However, OTE might attempt to use infor-

public tender issued by the hospital of Wroclaw in 2008. Ac-

mation it has obtained to support its claims for damages

cording to the AWB, the Siemens employee and the deputy

against Siemens and/or Siemens A.E. (the Greek subsidiary of

hospital director are accused of having manipulated the tender

Siemens).

procedure.
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In April 2009, the Defense Criminal Investigative Service of the

ants seek indeterminate damages, Siemens may not be able to

U.S. Department of Defense conducted a search at the prem-

predict what the eventual loss or range of loss related to such

ises of Siemens Medical Solutions USA, Inc. in Malvern, Penn-

matters will be. The final resolution of the matters discussed in

sylvania, in connection with an investigation relating to a

this paragraph could have a material effect on Siemens’ busi-

Siemens contract with the U.S. Department of Defense for the

ness, results of operations and financial condition for any re-

provision of medical equipment.

porting period in which an adverse decision is rendered. However, Siemens does not currently expect its business, results of

In June 2009, the Vienna prosecutor searched the offices of an

operations and financial condition to be materially affected by

employee of Siemens AG Austria in connection with alleged

the additional legal matters not separately discussed in this

overpricing by a subcontractor for an IT project with the Aus-

paragraph.

trian federal data center (“Bundesrechenzentrum”). The prosecutor informed Siemens that the company is being regarded as
a victim.
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Additional disclosures
on financial instruments

In June 2009, the Company and two of its subsidiaries volun-

The following table presents the carrying amounts of each

tarily self-reported, among others, possible violations of U.S.

category of financial assets and liabilities:

Export Administration Regulations to the responsible U.S. authorities.
For certain legal proceedings information required under IAS

September 30,
2009

2008

Financial assets:

37, Provisions, Contingent Liabilities and Contingent Assets, is

Loans and receivables

24,119

25,138

not disclosed, if the Company concludes that the disclosure

Cash and cash equivalents

10,159

6,893

can be expected to seriously prejudice the outcome of the liti-

Derivatives designated in a hedge
accounting relationship

1,895

538

976

459

gation.
In addition to the investigations and legal proceedings de-

Financial assets held for trading
Available-for-sale financial assets

scribed above, Siemens AG and its subsidiaries have been
named as defendants in various other legal actions and proceedings arising in connection with their activities as a global

703
33,731

28,539

26,337

864

1,004

Financial liabilities:

diversified group. Some of these pending proceedings have

Financial liabilities measured
at amortized cost

been previously disclosed. Some of the legal actions include

Financial liabilities held for trading

claims or potential claims for punitive damages or claims for

Derivatives designated in a hedge
accounting relationship

indeterminate amounts of damages. Siemens is from time to

561
37,710

Ei
D

time also involved in regulatory investigations beyond those

134

401

29,537

27,742

described above. Siemens is cooperating with the relevant authorities in several jurisdictions and, where appropriate, conducts internal investigations regarding potential wrongdoing

The following table presents the fair values and carrying

with the assistance of in-house and external counsel. Given

amounts of financial assets and liabilities measured at cost or

the number of legal actions and other proceedings to which

amortized cost:

Siemens is subject, some may result in adverse decisions.
Siemens contests actions and proceedings when it considers it
appropriate. In view of the inherent difficulty of predicting the
outcome of such matters, particularly in cases in which claim-
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September 30, 2009

September 30, 2008

Fair Value

Carrying
Amount

Fair Value

Carrying
Amount

13,950

13,950

14,627

14,627

4,885

4,885

5,160

5,160

10,159

10,159

6,893

6,893

5,284

5,284

5,351

5,351

–

335

–

518

12,966

Financial assets measured at cost or amortized cost
Trade and other receivables 1
Receivables from finance leases
Cash and cash equivalents
Other non-derivative financial assets
Available-for-sale financial assets 2

Financial liabilities measured at cost or amortized cost
16,373

16,502

12,069

Trade payables

7,617

7,617

8,886

8,886

Loans from banks and other financial indebtedness

2,941

2,942

2,820

2,879

Notes and bonds

Obligations under finance leases
Other non-derivative financial liabilities

191

194

228

233

1,284

1,284

1,373

1,373

1

 his caption consists of (i) €12,711 and €14,111 short-term trade and other receivables (except for receivables from finance leases) in fiscal 2009 and fiscal 2008, respectively (see Note 12),
T
(ii) €452 and €471 trade receivables from sale of goods and services in fiscal 2009 and fiscal 2008, respectively (see Note 20) as well as (iii) €787 and €45 receivables from associated and
other companies (defined in Note 12) in fiscal 2009 and fiscal 2008, respectively, see Note 20.
2 This caption consists of equity instruments classified as available-for-sale, for which a fair value could not be reliably measured and which are recognized at cost.

The fair values of cash and cash equivalents, current receiv-

The fair value of quoted notes and bonds is based on price quo-

ables, trade payables, other current financial liabilities and

tations at the balance sheet date. The fair value of unquoted

commercial paper and borrowings under revolving credit facil-

notes and bonds, loans from banks and other financial indebt-

ities approximate their carrying amount largely due to the

edness, obligations under finance leases as well as other non-

short-term maturities of these instruments.

current financial liabilities is estimated by discounting future
cash flows using rates currently available for debt of similar

Long-term fixed-rate and variable-rate receivables, including

terms and remaining maturities.

receivables from finance leases, are evaluated by the Company
based on parameters such as interest rates, specific country
risk factors, individual creditworthiness of the customer and
the risk characteristics of the financed project. Based on this
evaluation, allowances are taken to account for the expected
losses of these receivables. As of September 30, 2009 and
2008, the carrying amounts of such receivables, net of allowances, approximate their fair values.

B27T082_E
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Financial assets and liabilities measured at fair value are pre-

reflected in the Consolidated Financial Statements. The exact

sented in the following table:

calculation of fair values for derivative financial instruments
depends on the specific type of instruments:
September 30,
2009

2008

Financial assets measured at fair value
Available-for-sale financial assets
Derivative financial instruments
Not designated in a hedge
accounting relationship
In connection with fair value hedges
Foreign currency exchange derivatives
Interest rate derivatives
In connection with cash flow hedges
Foreign currency exchange derivatives

226

185

2,871

997

820

331

1,474

394

10

15

1,464

379

Derivative currency contracts – The fair value of forward for-

421

144

eign exchange contracts is based on forward exchange rates.

413

144

Currency options are valued on the basis of quoted market

8

–

156

128

Interest rate derivatives
Embedded derivatives

Financial liabilities measured at fair value
Derivative financial instruments
Not designated in a hedge
accounting relationship

Derivative interest rate contracts – The fair values of derivative interest rate contracts (e.g. interest rate swap agreements)
are estimated by discounting expected future cash flows using
current market interest rates and yield curves over the remaining term of the instrument. Interest rate options are valued on
the basis of quoted market prices or on estimates based on option pricing models.

998

1,405

731

860

prices or on estimates based on option pricing models.

Credit default swaps – The fair value of credit default swaps is
calculated by comparing discounted expected future cash
flows using current bank conditions with discounted expected
future cash flows using contracted conditions.

4

70

Foreign currency exchange derivatives

4

18

Interest rate derivatives

–

52

struments, no compensating effects from underlying transac-

130

331

tions (e.g. firm commitments and anticipated transactions)

130

331

are taken into consideration.

–

–

133

144

In connection with fair value hedges

In connection with cash flow hedges
Foreign currency exchange derivatives
Interest rate derivatives
Embedded derivatives

In determining the fair values of the derivative financial in-

The following table allocates our financial assets and liabilities
measured at fair value to the three levels of the fair value hierarchy.

Fair values for available-for-sale financial assets are derived

Zahl
weicht
from quoted market prices in active
markets.

von deutscher Fassung ab!

The Company limits default risks in derivative instruments by
a careful counterparty selection. Derivative instruments are
principally transacted with financial institutions with investment grade credit ratings. The fair valuation of derivative instruments at Siemens incorporates all factors that market participants would consider, including an adequate consideration
of the counterparties’ credit risks. This assures that the counterparties’ credit risks themselves as well as any changes in
the counterparties’ credit worthiness are included in the fair
valuation of the Company ’s derivative instruments and thus
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Level 1

Level 2

Level 3

Total

226

–

–

226

Financial assets
measured at fair value
Available-for-sale
financial assets
Derivative financial
instruments
Total

–

2,871

–

2,871

226

2,871

–

3,097

–

998

–

998

Financial liabilities
measured at fair value
Derivative financial
instruments

B27T083_E
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The levels of the fair value hierarchy and its application to our

The amounts presented include foreign currency gains and

financial assets and liabilities are described below:

losses from the realization and valuation of the financial assets and liabilities mentioned above. These amounts are in-

Level 1: quoted prices in active markets for identical assets or

cluded for the first time; prior year figures have been adjusted
accordingly.

liabilities;
Level 2: inputs other than quoted prices that are observable for
the asset or liability, either directly (i.e. as prices) or

Collateral

indirectly (i.e. derived from prices); and
Level 3: inputs for the asset or liability that are not based on

Siemens receives securities as collateral on certain deposits it
places with third parties. Siemens is permitted to sell or re-

observable market data.

pledge these securities. As of September 30, 2009 and 2008
the fair value of the collateral held amounted to €716 million

Net gains (losses) of financial instruments are as follows:

and €251 million, respectively. As of September 30, 2009, the
September 30,
2009

7

Cash and cash equivalents
Available-for-sale financial assets
Loans and receivables
Financial liabilities measured at amortized cost

2008

(95)

(44)

(1)

(419)

(218)

302

238

34

63

Financial assets and financial liabilities
held for trading

right to sell or re-pledge the collateral has not been exercised.
As of September 30, 2009 the carrying amount of financial assets Siemens has pledged as collateral amounted to €408.

32

Derivative financial instruments
and hedging activities

As part of the Company ’s risk management program, a variety
of derivative financial instruments are used to reduce risks resulting primarily from fluctuations in foreign currency ex-

Net (losses) on available-for-sale financial assets include im-

change rates and interest rates, as well as to reduce credit

pairment losses, gains or losses on derecognition and the inef-

risks. For additional information on the Company ’s risk man-

fective portion of fair value hedges. For the amount of unreal-

agement strategies, including the use of derivative financial

ized gains or losses on available-for-sale financial assets recog-

instruments to mitigate or eliminate certain of these risks, see

nized directly in equity during the fiscal year and the amount

also Note 33.

removed from equity and recognized in net income for the fiscal year see Other components of equity in Note 27.

The fair values of each type of derivative financial instruments
are as follows:

Net (losses) on loans and receivables contain changes in valuation allowances, gains or losses on derecognition as well as

September 30, 2009

recoveries of amounts previously written-off.
Net gains on financial liabilities measured at amortized cost
are comprised of gains or losses from derecognition and the
ineffective portion of fair value hedges.

Foreign currency
exchange contracts
Interest rate swaps and
combined interest/currency
swaps

September 30, 2008

Asset

Liability

Asset

Liability

735

462

371

979

1,764

204

424

168

Embedded derivatives

156

133

128

144

Net gains on financial assets and financial liabilities held for

Options

164

172

65

56

trading consist of changes in the fair value of derivative finan-

Other

52

27

9

58

2,871

998

997

1,405

cial instruments (including interest income and expense), for
which hedge accounting is not applied.
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Foreign currency exchange risk management

Cash flow hedges – Changes in fair value of forward exchange
contracts that were designated as foreign-currency cash flow

As described in Note 33, the Company employs various deriva-

hedges are recorded as follows: the portion of the fair value

tive financial instruments in order to mitigate or eliminate cer-

changes that is determined to be an effective hedge is recog-

tain foreign-currency exchange risks.

nized in Other components of equity, whereas the ineffective
portion of the fair value changes is recognized in profit or loss.

Derivative financial instruments

As of September 30, 2009 and 2008, the ineffective portion

not designated in a hedging relationship

that was immediately recorded in profit or loss amounted to

The Company manages its risks associated with fluctuations in

€ – and €1, respectively. During the years ended September 30,

foreign-currency-denominated receivables, payables, debt, firm

2009 and 2008, net gains of €6 and €5, respectively, were re-

commitments and anticipated transactions primarily through

classified from Other components of equity into Cost of goods

a Company-wide portfolio approach. This approach concen-

sold and services rendered because the occurrence of the re-

trates the associated Company-wide risks centrally, and various

lated hedged forecasted transaction was no longer probable.

derivative financial instruments, primarily foreign exchange

The development of Other components of equity resulting

contracts and interest rate and cross-currency interest rate

from changes in fair value of these transactions as well from

swaps and options, are utilized to minimize such risks. Such a

amounts that were removed and included in profit or loss is

strategy does not qualify for hedge accounting treatment under

shown in Note 27.

IAS 39, Financial Instruments: Recognition and Measurement.
Accordingly, all such derivative financial instruments are re-

It is expected that €143 of net deferred losses in Other compo-

corded at fair value on the Consolidated Balance Sheets, either

nents of equity will be reclassified into Cost of goods sold and

as Other current financial assets or Other current financial liabil-

services rendered during the year ended September 30, 2010,

ities, and changes in fair values are charged to net income (loss).

when the hedged forecasted foreign-currency denominated
sales and purchases occur.

The Company also has foreign-currency derivative instruments, which are embedded in certain sale and purchase con-

As of September 30, 2009, the maximum length of time over

tracts denominated in a currency other than the functional

which the Company is hedging its future cash flows associated

currency of the significant parties to the contract and other

with foreign-currency forecasted transactions is 207 months.

than a currency which is commonly used in the economic environment in which the contract takes place. Gains or losses
relating to such embedded foreign-currency derivatives are reported in Cost of goods sold and services rendered in the Consolidated Statements of Income.
Hedging activities
The Company ’s operating units applied hedge accounting for
certain significant anticipated transactions and firm commitments denominated in foreign currencies. Specifically, the
Company entered into foreign exchange contracts to reduce
the risk of variability of future cash flows resulting from forecasted sales and purchases and firm commitments resulting
from its business units entering into long-term contracts (project business) and standard product business which are denominated primarily in U.S.$.
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Fair value hedges – As of September 30, 2009 and 2008, the
Company hedged firm commitments using forward exchange
contracts that were designated as foreign-currency fair value
hedges of future sales related primarily to the Company ’s project business and, to a lesser extent, purchases. As of September 30, 2009 and 2008, the hedging transactions resulted in
the recognition of financial assets of €13 and €19, respectively,
and financial liabilities of €23 and €34, respectively, for the
hedged firm commitments. Changes in fair value of forward
exchange contracts resulted in losses of €2 and €20, respectively. These losses relate to gains from the valuation of firm
commitments of €2 and €19, respectively. Changes in fair value
of the forward exchange contracts as well as of the firm commitments were recorded in Cost of goods sold and services
rendered.

191

Interest rate risk management

item Financial income (expense), net in the Consolidated

Interest rate risk arises from the sensitivity of financial assets

Statements of Income. Adjustments in the carrying amount of

and liabilities to changes in market rates of interest. The Com-

the debt obligations resulted in a loss of €848 and a loss of

pany seeks to mitigate such risk by entering into interest rate

€276, respectively. During the same period, the related swap

derivative financial instruments such as interest rate swaps

agreements resulted in a gain of €931 and a gain of €269, re-

(see also Note 33), options and, to a lesser extent, cross-cur-

spectively. Therefore, the net effect recognized in Financial in-

rency interest rate swaps and interest rate futures.

come (expense), net, representing the ineffective portion of
the hedging relationship, amounted to €84 and €(7) in fiscal

Derivative financial instruments

2009 and 2008, respectively. Net cash receipts and payments

not designated in a hedging relationship

relating to such interest rate swap agreements are recorded as

The Company uses a portfolio-based approach to manage its

interest expense, which is part of Financial income (expense),

interest rate risk associated with certain interest-bearing as-

net.

sets and liabilities, primarily interest-bearing investments and
debt obligations. This approach focuses on mismatches in the

The Company had interest rate swap contracts to pay variable

structure of the interest terms of these assets and liabilities

rates of interest of an average of 0.9% and 4.5% as of Septem-

without referring to specific assets or liabilities. Such a strat-

ber 30, 2009 and 2008, respectively and received fixed rates of

egy does not qualify for hedge accounting treatment under IAS

interest (average rate of 5.4% and 5.6% as of September 30,

39. Accordingly, all interest rate derivative instruments used in

2009 and 2008, respectively). The notional amount of indebt-

this strategy are recorded at fair value, either as Other current

edness hedged as of September 30, 2009 and 2008 was €15,565

financial assets or Other current financial liabilities, and

and €11,766, respectively. This changed 94% and 89% of the

changes in the fair values are charged to Financial income

Company ’s underlying notes and bonds from fixed interest

(expense), net. Net cash receipts and payments relating to in-

rates into variable interest rates as of September 30, 2009 and

terest rate swaps used in offsetting relationships are also re-

2008, respectively. The notional amounts of these contracts

corded in Financial income (expense), net.

mature at varying dates based on the maturity of the underlying hedged items. The net fair value of interest rate swap con-

Fair value hedges of fixed-rate debt obligations

tracts (excluding accrued interest) used to hedge indebted-

Under the interest rate swap agreements outstanding during

ness as of September 30, 2009 and 2008 was €1,224 and €291,

the years ended September 30, 2009 and 2008, the Company

respectively.

agrees to pay a variable rate of interest multiplied by a notional

192

principle amount, and receives in return an amount equal to a

Fair value hedges of available-for-sale financial assets

specified fixed rate of interest multiplied by the same notional

During the year ended September 30 2008, the Company had

principal amount. These interest rate swap agreements offset

applied fair value hedge accounting for certain fixed-rate

an impact of future changes in interest rates on the fair value

Available-for-sale financial assets. However, fair value hedge

of the underlying fixed-rate debt obligations. The interest rate

accounting was terminated at the beginning of fiscal year

swap contracts are reflected at fair value in the Company ’s

2008 since the majority of the hedged item was derecognised.

Consolidated Balance Sheets and the related portion of fixed-

There was no such hedging relationship during the year ended

rate debt being hedged is reflected at an amount equal to the

September 30, 2009. To offset the impact of future changes in

sum of its carrying amount plus an adjustment representing

interest rates on the fair value of the underlying fixed-rate

the change in fair value of the debt obligations attributable to

available-for-sale financial assets, interest rate swap agree-

the interest rate risk being hedged. Changes in the fair value of

ments had been entered into. As long as hedge accounting

interest rate swap contracts and the offsetting changes in the

was applied, the interest rate swap contracts and the related

adjusted carrying amount of the related portion of fixed-rate

portion of the Available-for-sale financial assets were reflected

debt being hedged, are recognized as adjustments to the line

at fair value in the Company ’s Consolidated Balance Sheets.
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Changes in the fair value of interest rate swap contracts and

sociated financial market risks. The Company seeks to manage

the offsetting changes in fair value of the Available-for-sale fi-

and control these risks primarily through its regular operating

nancial assets being hedged attributable to the interest rate

and financing activities, and uses derivative instruments when

risk being hedged were recognized as adjustments to the line

deemed appropriate.

item Financial income (expense), net in the Consolidated
Statements of Income. The net effect recognized in Financial

Management of financial market risk is a key priority for

income (expense), net, representing the ineffective portion of

Siemens’ Managing Board. As a member of this Board, the

the hedging relationship, amounted to €– in fiscal 2008.

Chief Financial Officer covers the specific responsibility for this
part of the overall risk management system. At the highest

Cash flow hedges of revolving term deposits

level, the Managing Board retains ultimate accountability. For

During the years ended September 30, 2009 and 2008, the

practical business purposes, the Managing Board delegates

Company applied cash flow hedge accounting for a revolving

responsibilities to central functions and to the Siemens’ seg-

term deposit. Under the interest rate swap agreements en-

ments and entities. SFS holds a minor trading portfolio which

tered into, the Company agrees to pay a variable rate of inter-

is subject to tight limits. As of September 30, 2009, it has a

est multiplied by a notional principal amount, and to receive in

value at risk (VaR) close to zero.

return an amount equal to a specified fixed rate of interest
multiplied by the same notional principal amount. These inter-

Within the various methodologies to analyze and manage risk,

est rate swap agreements offset the effect of future changes in

Siemens implemented a system based on parametric variance-

interest payments of the underlying variable-rate term de-

covariance VaR. The VaR methodology provides a quantifica-

posit. The interest rate swap contracts are reflected at fair

tion of the market risk based on historical volatilities and cor-

value and the effective portion of changes in fair value of the

relations of the different risk factors under the assumptions of

interest rate swap contracts that were designated as cash flow

the parametric variance-covariance value at risk model. The

hedges are recorded in Other components of equity; any inef-

VaR figures are calculated based on

fective portion of changes in fair value are recognized in profit
or loss. In fiscal 2009 and 2008, the cash flow hedges of revolv-

▪▪ historical volatilities and correlations,

ing term deposits did not lead to any material ineffective por-

▪▪ a 10 day holding period and

tions recognized in profit or loss (less than €1). Net cash re-

▪▪ a 99.5 percent confidence level

ceipts and payments relating to such interest rate swap agreements are recorded as interest income, which is part of

for all risk factors.

Financial income (expense), net.
Actual results that are included in the Consolidated State-

33

Financial risk management

ments of Income differ substantially from VaR figures due to
fundamental conceptual differences. The Consolidated State-

Market risks

ments of Income are prepared in accordance with IFRS. The
VaR figures result from a pure financial calculation model

Increasing market fluctuations may result in significant cash-

which calculates a potential financial loss which does not ex-

flow and profit volatility risk for Siemens. Its worldwide operat-

ceed within 10 days and with a probability of 99.5 percent the

ing business as well as its investment and financing activities

stated VaR. Since the Value at Risk is used for internal manage-

are affected by changes in foreign exchange rates, interest

ment of the Treasury activities and provides more relevant risk

rates and equity prices. To optimize the allocation of the finan-

information compared to the sensitivity analysis, VaR figures

cial resources across the Siemens’ segments and entities, as

have been introduced within our financial market risk disclo-

well as to secure an optimal return for its shareholders,

sures for the first time.

Siemens identifies, analyzes and proactively manages the as-
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Although VaR is an important tool for measuring market risk,

Foreign currency exchange rate risk

the assumptions on which the model is based rise to some
limitations including the following. A 10-day holding period

Transaction risk and currency management

assumes that it is possible to dispose of positions within this

Siemens’ international operations expose the Company to for-

period. This is considered to be a realistic assumption in al-

eign-currency exchange risks in the ordinary course of busi-

most all cases but may not be the case in situations in which

ness. The Company employs various strategies discussed be-

there is severe market illiquidity for a prolonged period. A 99.5

low involving the use of derivative financial instruments to

percent confident level does not reflect losses that may occur

mitigate or eliminate certain of those exposures.

beyond this level. Even within the model used there is a 0.5
percent statistical probability that losses could exceed the cal-

Foreign exchange rate fluctuations may create unwanted and

culated VaR. The use of historical data as a basis for estimating

unpredictable earnings and cash flow volatility. Each Siemens

the statistic behavior of the relevant markets and finally deter-

unit conducting business with international counterparties

mining the possible range of the future outcomes out of this

that leads to future cash flows denominated in a currency

statistic behavior may not always cover all possible scenarios,

other than its functional currency is exposed to the risk from

especially those of an exceptional nature.

changes in foreign exchange rates. The risk is mitigated by
closing all types of business transactions (sales and procure-

Any market sensitive instruments, including equity and inter-

ment of products and services as well as investment and fi-

est bearing investments, that our Company ’s pension plans

nancing activities) mainly in the functional currency. In addi-

hold are not included in the following quantitative and qualita-

tion, the foreign currency exposure is partly balanced by pur-

tive disclosure. For additional information see Note 24.

chasing of goods, commodities and services in the respective
currencies as well as production activities and other contribu-

Equity price risk

tions along the value chain in the local markets.

Siemens’ investment portfolio consists of direct and indirect

Operating units are prohibited from borrowing or investing in

investments in publicly traded companies held for purposes

foreign currencies on a speculative basis. Intercompany fi-

other than trading. These participations result mainly from

nancing or investments of operating units are preferably done

strategic partnerships, spin-offs, IPOs of strategic venture cap-

in their functional currency or on a hedged basis.

ital investments or compensation from M&A transactions.
Siemens has established a foreign exchange risk management
The equity investments are monitored based on their current

system that has an established track record for years. Each

market value, affected by the fluctuations in the volatile stock

Siemens unit is responsible for recording, assessing, monitor-

markets worldwide. The market value of Siemens’ portfolio in

ing, reporting and hedging its foreign currency transaction ex-

publicly traded companies as of September 30, 2009 was € 141

posure. The binding guideline for Siemens segments and enti-

compared to €137 as of September 30, 2008.

ties developed by the Corporate Finance department provides
the concept for the identification and determination of the

Based on historical volatilities and correlations, a 10 day hold-

single net currency position and commits the units to hedge it

ing period and a confidence level of 99.5 percent, the value at

in a narrow band: at least 75% but no more than 100% of their

risk (VaR) as of September 30, 2009 of Siemens’ equity invest-

net foreign currency exposure. In addition, the Corporate Fi-

ments was € 21 compared to €12 the year before, meaning that

nance department provides a framework of the organizational

the equity price risk has significantly increased over the last

structure necessary for foreign currency exchange manage-

year.

ment proposes hedging strategies and defines the hedging instruments available to the entities: forward contracts, currency put and call options and stop-loss orders. Hedging trans-

194

6 Reports Supervisory Board /
Managing Board
122 Consolidated Statements of Income

16 Corporate Governance

44 Management’s discussion and analysis

122 Consolidated Financial Statements

123 Consolidated Statements of Income
and Expense Recognized in Equity

124 Consolidated Balance Sheets

125 Consolidated Statements of Cash Flow

actions in the global financial markets are carried out by SFS as
exclusive service provider for almost all Siemens’ entities on

ment, the assumption is that investments in foreign-based op-

behalf of Corporate Treasury. SFS executes as operating ser-

Whenever a divestment of a particular asset or entity is made,

vice provider for Corporate Treasury hedging instruments for

the value of this transaction risk related to this divestment is

hedge accounting with external counterparts whereas for

considered in the VaR analysis. Effects from currency fluctua-

other hedging purposes Siemens has a Company-wide portfo-

tions on the translation of net asset amounts into Euro are re-

lio approach which generate a benefit from any potential off-

flected in the Company ’s consolidated equity position.

erations are permanent and that reinvestment is continuous.

set of divergent cash flows in the same currency, as well as optimized transaction costs. For additional information relating

Interest rate risk

to the effect of this Company-wide portfolio approach on the
Consolidated Financial Statements, as well as for a discussion

Siemens’ interest rate risk exposure is mainly related to debt

of hedging activities employed to mitigate or reduce foreign

obligations like bonds, loans, commercial paper programs and

currency exchange risks, see Note 32.

interest-bearing deposits and investments. Siemens seeks to
limit this risk through the use of derivative instruments which

The value at risk (VaR) for foreign exchange rates is calculated

allow it to hedge fair value changes by swapping fixed rates of

by aggregation of the net foreign exchange rate exposure. The

interest into variable rates of interest. For additional informa-

figures disclosed here are based on the net foreign exchange

tion see Note 32.

positions after hedging. As of September 30, 2009 the foreign
exchange rate risk based on historical volatilities and correla-

To optimize the Company ’s position with regard to interest in-

tions, a 10 day holding period and a confidence level of 99.5

come and interest expenses and to minimize the overall finan-

percent resulted in a VaR of €12 million compared to a VaR of

cial interest rate risk, Corporate Treasury performs corporate

€31 million in the year before. Changes in Euro values of future

interest rate risk management together with SFS as operating

cash flows due to volatile exchange rates might influence the

service provider. Part of the interest rate risk management

unhedged portion of revenues, but would also affect the un-

concept is a Corporate-wide interest rate overlay management

hedged portion of cost of materials. Future changes in the for-

to match interest periods of hedges with intended maturities

eign exchange rates can impact sales prices and may lead to

of assets and liabilities. Where it is not contrary to country-

margin changes, the extent of which is determined by the

specific regulations, all Siemens segments, entities and affili-

matching of foreign currency revenues and expenses.

ated companies generally obtain any required financing
through Corporate Treasury in the form of loans or intercom-

Siemens defines foreign exchange rate exposure generally as

pany clearing accounts. The same concept is adopted for de-

balance sheet items in addition to firm commitments which

posits of cash generated by the units.

are denominated in foreign currencies, as well as foreign currency denominated cash inflows and cash outflows from an-

Interest rate risk is measured by using a parametric variance-

ticipated transactions for the following three months. This for-

covariance value at risk (VaR) approach. The VaR concept

eign currency exposure is determined based on the respective

quantifies the market risk calculated against a fictive overnight

functional currencies of the exposed Siemens’ entities.

financing benchmark.

Effects of currency translation

Assuming historical volatilities and correlations, a 10 day hold-

Many Siemens’ subsidiaries are located outside the Euro zone.

ing period and a confidence level of 99.5 percent the interest

Since the financial reporting currency of Siemens is the Euro,

rate value at risk (VaR) was €33 as of September 30, 2009, de-

the financial statements of these subsidiaries are translated

creasing from the comparable value of €54 as of September 30,

into Euro so that their financial results can be included in the

2008. This interest rate risk results primarily from long-term

Consolidated Financial Statements of Siemens. To consider the

fixed rate debt obligations and interest-bearing investments.

effects of foreign exchange translation risk in the risk manage-
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Liquidity risk

The risk implied from the values shown in the table above, reflects the one-sided scenario of cash outflows only. Obliga-

Liquidity risk results from the Company ’s potential inability to

tions under finance leases, trade payables and other financial

meet its financial liabilities, e.g. settlement of its financial

liabilities mainly originate from the financing of assets used in

debt, paying its suppliers and settling finance lease obliga-

our ongoing operations such as property, plant, equipment

tions. Beyond effective working capital and cash management,

and investments in working capital – e.g. inventories and

Siemens mitigates liquidity risk by arranged borrowing facili-

trade receivables. These assets are considered in the Com-

ties with highly rated financial institutions, via a medium-term

pany ’s overall liquidity risk management. To monitor existing

notes program and via an established global commercial paper

financial assets and liabilities as well as to enable an effective

program. For further information on short- and long-term debt

controlling of future risks, Siemens has established a compre-

see Note 23.

hensive risk reporting covering its worldwide business units.

In addition to the above mentioned sources of liquidity,

The balanced view of liquidity and financial indebtedness is

Siemens constantly monitors funding options available in the

stated in the calculation of the net debt amount and is used for

capital markets, as well as trends in the availability and costs of

internal corporate finance management as well as external

such funding, with a view to maintaining financial flexibility

communication with investors, analysts and rating agencies.

and limiting repayment risks.

It results from the total amount of commercial paper, mediumterm notes, bonds, loans from banks and obligations under fi-

The following table reflects all contractually fixed pay-offs for

nance leases, less cash and cash equivalents as well as current

settlement, repayments and interest resulting from recognized

available-for-sale financial assets traded in an active market, as

financial liabilities, including derivative financial instruments

stated on the consolidated balance sheet.

with a negative market value as of September 30, 2009. The
following table presents undiscounted cash flows for the re-

September 30,

spective upcoming fiscal years. Cash outflows for financial liabilities (including interest) without fixed amount or timing are
based on the conditions existing at September 30, 2009.

2009

Short-term debt and current
maturities of long-term debt

698

1,819

18,940

14,260

Total debt

19,638

16,079

Cash and cash equivalents

10,159

6,893

Long-term debt
2010

2011

2012 to
2014

2015 and
thereafter

Non-derivative
financial liabilities
815

2,820

7,187

10,008

Loans from banks

308

65

1,403

657

Other financial
indebtedness

445

40

90

76

54

47

42

77

Obligations under
finance leases

Net debt (Total debt less Total liquidity)

170

152

10,329

7,045

9,309

9,034

The Company ’s capital resources comprise Cash and cash
7,590

8

6

2

Other financial liabilities

576

45

44

97

Derivative financial liabilities

569

228

161

61

Trade payables

Available-for-sale financial assets
Total liquidity

Notes and bonds

2008

equivalents, Available-for-sale financial assets, short- and
long-term debt and cash flow from operating activities. In contrast, capital requirements include scheduled debt service,
regular capital spending and ongoing cash requirements from
operating activities.
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Credit risk

ing activities. There are also a number of decentralized tools
used for management of individual credit risks within the op-

The Company is exposed to credit risk in connection with its

erating units. A central IT application processes data from the

significant project business in many of its Sectors and also in

operating units together with rating and default information

some Cross-Sector business fields as public infrastructure and

and calculates an estimate which may be used as a basis for

transport, healthcare, utilities and IT where direct or indirect

individual bad debt provisions. In addition to this automated

financing in various forms may be provided to customers. In

process, qualitative information is considered, in particular to

limited cases, the Company may also take an equity interest as

incorporate the latest developments.

part of the project financing.
To increase transparency on credit risk Corporate Treasury has
The Company is also exposed to credit risk via its financing ac-

established in fiscal 2008 a “Siemens Credit Warehouse”. Oper-

tivities, primarily related to medical engineering, data process-

ating units with an initial emphasis on entities in Europe and

ing equipment and industrial products of third party manufac-

within the following year in North America, South America

turers.

and Asia transfer their current trade receivables, along with
the inherent credit risk, to the Siemens Credit Warehouse but

Credit risk is defined as an unexpected loss in cash and earn-

remain responsible for servicing activities such as collections

ings if the customer is unable to pay its obligations in due

and receivables management. Siemens Credit Warehouse ac-

time, if the value of property that serves as collateral declines,

tively identifies, quantifies and manages the credit risk in its

or if the projects Siemens has invested in are not successful.

portfolio, such as by selling or hedging exposure to specific

The current global financial crisis may cause customer default

customers, countries and industries.

rates to increase and collateral values to decline. The effective
monitoring and controlling of credit risk is a core competency

Credit risks arising from credit guarantees are described in

of our risk management system. Corporate Treasury has imple-

Note 29. There were no significant concentrations of credit risk

mented a binding credit policy for all Siemens segments and

as of September 30, 2009.

entities. Hence, credit evaluations and ratings are performed
on all customers with an exposure or requiring credit beyond a

Concerning trade receivables and other receivables, as well as

centrally defined limit.

other loans or receivables included in Other financial assets
that are neither impaired nor past due, there were no indica-

Customer ratings, analyzed and defined by a designated SFS

tions as of September 30, 2009, that defaults in payment obli-

department, and individual customer limits are based on gen-

gations will occur. For further information regarding the con-

erally accepted rating methodologies, the input from external

cept for the determination of allowances on receivables see

rating agencies and Siemens default experiences. Such ratings

Note 3.

are processed by internal risk assessment specialists. Ratings
and credit limits are carefully considered in determining the

34

Share-based payment

conditions under which direct or indirect financing will be offered to customers by the operating units.

Share-based payment plans at Siemens are designed as equitysettled plans as well as cash-settled plans. Total pre-tax ex-

Credit risk is recorded and monitored on an ongoing basis ap-

pense for share-based payment recognized in net income for

plying different approaches dependent on the underlying

continuing and discontinued operations amounted to €212

product. Central systems are used for monitoring of operating

and €91 for the years ended September 30, 2009 and 2008, re-

counterparty risk and real-time monitoring of treasury coun-

spectively, and refers primarily to equity-settled awards, in-

terparty risk. In addition SFS uses own systems for its financ-

cluding the Company ’s employee share purchase program.
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I. Equity-settled awards
Year ended Sept. 30, 2009

Stock awards

Awards

In the first quarter of fiscal 2005, the Company introduced
stock awards and phantom stock as another means for provid-

Year ended Sept. 30, 2008

Weighted
average
Grant-Date
Fair Value

Awards

Weighted
average
Grant-Date
Fair Value

ing share-based compensation to members of the Managing

Nonvested, beginning of period

3,489,768

€67.56

3,270,910

€60.58

Board and other eligible employees. Stock awards are subject

Granted

1,992,392

€37.65

737,621

€97.94

to a four year vesting period for awards granted up to fiscal

Vested

(881,097)

€55.63

(79,068)

€79.03

2007 and a three year vesting period for awards granted there-

Forfeited/settled

(162,760)

€48.01

(439,695)

€64.50

after. Upon expiration of the vesting period, the recipient re-

Nonvested,
end of period

ceives Siemens shares without payment of consideration.

4,438,303

€57.22

3,489,768

€67.56

Stock awards are forfeited if the grantee’s employment with
the Company terminates prior to the expiration of the vesting

Fair value was determined as the market price of Siemens

period. During the vesting period, grantees are not entitled to

shares less the present value of dividends expected during the

dividends. Stock awards may not be transferred, sold, pledged

4 year and 3 year vesting period, respectively, as stock awards

or otherwise encumbered. Stock awards may be settled in

do not carry dividend rights during the vesting period, which

newly issued shares of common stock of Siemens AG, treasury

resulted in a fair value of €37.65 and €97.94, respectively, per

stock or in cash. The settlement method will be determined by

stock award granted in fiscal 2009 and 2008. Total fair value of

the Managing Board and the Supervisory Board.

stock awards granted in fiscal 2009 and 2008 amounted to €75
and €72, respectively.

Each fiscal year, the Company decides whether or not to grant
Siemens stock awards. Siemens stock awards may be granted

Share Matching Program and its underlying plans:

only once a year within thirty days following the date of publi-

a) Base Share Program

cation of the business results for the previous fiscal year. The

In the first quarter of fiscal 2009, Siemens replaced its previous

Supervisory Board decides annually after the end of each fiscal

employee share purchase program by the Base Share Program.

year how many stock awards to grant to the Managing Board

Under the Base Share Program, members of the Managing

and the Managing Board decides annually how many stock

Board and employees of Siemens AG and participating

awards to grant to members of the top management of domes-

Siemens’ companies could purchase a limited number of

tic and foreign subsidiaries and eligible employees.

Siemens shares at a preferential price once a year. Up to a stipulated date in the first quarter of the fiscal year, employees

In fiscal 2009, the Company granted 1,992,392 stock awards:

were allowed to order the shares, which were issued in the

1,740,063 awards were granted to 4,156 employees and 252,329

second quarter of the fiscal year. The Base Share Program is

awards were granted to members of the Managing Board. In

measured at fair value at grant-date. In fiscal 2009, the Com-

fiscal 2008, the Company granted 737,621 stock awards to 4,357

pany incurred pre-tax expense of €42, based on a preferential

employees and members of the Managing Board, of which

share price of €22 per share and a grant-date fair value of the

79,133 awards were granted to the Managing Board. Details on

equity instrument of €25.56 per share, which is determined as

stock award activity and weighted average grant-date fair

the market price of Siemens shares less the present value of

value are summarized in the table below:

expected dividends as investment shares of the Base Share
Program do not carry dividend rights until they are issued in
the second quarter, less the share price paid by the participating employee. In fiscal 2008, under the previous employee
share purchase program, the Company incurred pre-tax compensation expense of €27, based on a preferential price of
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€69.19 per share, and a grant-date fair value of €37.20 per

in a September 30, 2009 ending balance of 1,266,444 non-

share. Shares purchased under the Base Share Program grant

vested matching shares.

the right to receive matching shares under the same conditions described below at Share Matching Plan.

Fair value was determined as the market price of Siemens
shares less the present value of expected dividends during the

b) Share Matching Plan

vesting period as matching shares do not carry dividend rights

In the first quarter of fiscal 2009, the Company introduced the

during the vesting period. Non-vesting conditions, i.e. the

Share Matching Plan to members of the Managing Board and

condition neither to transfer, sell, pledge nor otherwise en-

to employees of Siemens AG and Siemens’ companies. Plan

cumber the underlying shares, were considered in determin-

participants may invest a certain percentage of their compen-

ing the fair values. Depending on the grant date being either

sation in Siemens shares at a predetermined price set at the

November 30, 2008 or December 17, 2008, the fair values of

resolution date (investment shares). In exchange, plan partici-

the granted instruments amounted to €20.32 and €21.34 per

pants receive the right to one free share (matching share) for

share. In fiscal 2009, the weighted average grant-date fair

every three investment shares continuously held over a period

value of the resulting matching shares is €21.29 per share,

of three years (vesting period) provided the plan participant

based on the number of instruments granted. Total fair value

has been continuously employed by Siemens AG or another

of matching shares granted in fiscal 2009 and 2008, amounts

Siemens’ company until the end of the vesting period. Up to

to €28 and €– , respectively.

the stipulated grant-dates in the first quarter of each fiscal
year, employees may order the investment shares, which are

Jubilee Share Program

issued in the second quarter of the fiscal year. During the vest-

In fiscal 2009, Siemens changed its jubilee benefit program,

ing period, matching shares are not entitled to dividends. The

which applies to certain Siemens’ companies, from cash to

right to receive matching shares forfeits if the underlying in-

share-based compensation including amounts under the pre-

vestment shares are transferred, sold, pledged or otherwise

vious program. Under the share-based jubilee program, eligi-

encumbered. The Managing Board and the Supervisory Board

ble employees are granted a certain number of shares after

of the Company will decide, each fiscal year, whether a new

having been (continuously) employed with the Company for

Share Matching Plan will be issued.

25 and 40 years (vesting period), respectively. Settlement of
the jubilee grants is in shares only. The share awards are mea-

Investment Shares are measured at fair value at grant-date,

sured at fair value considering biometrical factors. The fair

which is determined as the market price of Siemens shares

value was determined as the market price of Siemens shares at

less the present value of expected dividends as investment

grant date less the present value of dividends expected to be

shares do not carry dividend rights until they are issued in the

paid during the years of service until the jubilee date as share

second quarter, less the share price paid by the participating

awards do not carry dividend rights during the vesting period.

employee. Depending on the grant-date being either Novem-

The weighted average fair value of each share award granted

ber 30, 2008 or December 17, 2008, the fair values amount to

under the jubilee share program for the 25th and the 40th jubi-

€3.47 and €5.56, respectively, per instrument. The weighted

lee is €34.46 and €29.01 respectively, based on the number of

average grant-date fair value amounts to €5.39 per instrument,

instruments granted. The weighted average fair value of each

based on the number of instruments granted.

share award granted adjusted by biometrical factors (considering fluctuation) amounts to €25.18, and €20.56 respectively. In

c) Resulting Matching Shares

fiscal 2009, 4.87 million jubilee shares were granted, 0.08 mil-

As of the grant-date, shares purchased through the programs

lion forfeited, resulting in an ending balance of 4.79 million ju-

as described above at a) and b) resulted in 1,324,596 matching

bilee shares as of September 30, 2009, of which, considering

shares of which 25,962 relate to the Managing Board. In fiscal

biometrical factors, 3.52 million jubilee shares are ultimately

2009, 58,152 matching shares forfeited/were settled, resulting

expected to vest.
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Stock Option Plans

Description of plans – 2001 S iemens Stock Option Plan

Cash received from stock option exercises and from the Com-

At the Annual Shareholders’ Meeting on February 22, 2001,

pany ’s employee share purchase program for the years ended

shareholders authorized Siemens AG to establish the 2001

September 30, 2009 and 2008 amounts to €134 and €248, re-

Siemens Stock Option Plan, making available up to 55 million

spectively.

options. Compared to the 1999 Plan, the number of eligible recipients is significantly larger. The option grants are subject to

Description of plans – 1999 Siemens Stock Option Plan

a two-year vesting period, after which they may be exercised

As part of a stock option plan for members of the Managing

for a period of up to three years. The exercise price is equal to

Board, key executives and other eligible employees, the Com-

120% of the reference price, which corresponds to the average

pany ’s shareholders authorized the Managing Board on Febru-

opening market price of Siemens AG during the five trading

ary 18, 1999 to distribute non-transferable options exercisable

days preceding the date of the stock option grant. However, an

for up to an aggregate of 10 million common shares. The au-

option may only be exercised if the trading price of the Com-

thority to distribute options under this plan would have origi-

pany ’s shares reaches a performance target which is equal to

nally expired on February 18, 2004. With the ratification by

the exercise price at least once during the life of the option.

Siemens shareholders of the 2001 Siemens Stock Option Plan

The terms of the plan allow the Company, at its discretion

(for further details see below), the 1999 Siemens Stock Option

upon exercise of the option, to offer optionees settlement of

Plan (the 1999 Plan) has been replaced and no further options

the options in either newly issued shares of common stock of

under this plan have been granted.

Siemens AG from the Conditional Capital reserved for this purpose, treasury stock or cash. The alternatives offered to option-

Under the 1999 Plan, the exercise price is equal to the average

ees are determined by the Managing Board in each case as ap-

market price of Siemens’ stock during the five days preceding

proved by the Supervisory Board. Compensation in cash shall

the date the options were granted. The options are exercisable

be equal to the difference between the exercise price and the

within the five years following a holding period of two years if

opening market price of the Company ’s stock on the day of ex-

Siemens AG stock price outperforms the Dow Jones Stoxx-In-

ercising the stock options.

dex by at least two percentage points on five consecutive days.
This percentage applies to the first year of the five-year option

The issuance of stock options to members of the Managing

exercise period, and increases by 0.5 percentage points in each

Board on or after October 1, 2003, has been subject to the pro-

subsequent year.

viso that the Supervisory Board may restrict the stock option
exercise in the event of extraordinary, unforeseen changes in

200

The terms of the plan allow the Company, at its discretion

the market price of the Siemens share. Those restrictions may

upon exercise of the option, to offer optionees settlement of

reduce the number of options exercisable by each Board Mem-

the options in either newly issued shares of common stock of

ber, provide for an exercise in cash for a constricted amount

Siemens AG from the Conditional Capital reserved for this pur-

only, or suspend the exercise of the option until the extraordi-

pose, treasury stock or cash. The alternatives offered to option-

nary effects on the share price have ceased. The fair value of

ees are determined by the Managing Board in each case as ap-

the options has not been adjusted for effects resulting from

proved by the Supervisory Board. Compensation in cash is

such restrictions. Reasonable estimates cannot be made until

equal to the difference between the exercise price and the av-

it is probable that such adverse events will occur. Since it is not

erage market price of the Company ’s stock on the five trading

possible to reliably estimate the fair value of those options at

days preceding the exercise of the stock options.

the grant date, compensation costs are determined based on
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the current intrinsic value of the option until the date at which

The authority to distribute options under the 2001 Siemens

the number of shares to which a Board member is entitled to

Stock Option Plan expired on December 13, 2006. Accordingly,

and the exercise price are determinable. Upon that date, fair

no further options will be granted under this plan.

value will be determined in accordance with the fair value recognition provisions of IFRS 2, Share-Based Payment, based on

Details on option exercise activity and weighted average exer-

an appropriate fair value option pricing model.

cise prices for the years ended September 30, 2009 and 2008
are as follows:

Year ended
September 30, 2009
Options

Weighted
average
exercise
price

Weighted
average
Remaining
Contractual
Term (years)

Year ended
September 30, 2008

Aggregate
intrinsic value
in millions
of €

Options

Weighted
average
exercise
price

€ 72.13

5,097,083

€ 73.60

8,606,272

Granted

–

–

–

Options exercised

–

–

Options forfeited/expired/settled

2,469,341

€ 73.29

Outstanding, end of period

2,627,742

€ 73.89

0.8

–

5,097,083

€ 73.60

Exercisable, end of period

2,627,742

€ 73.89

0.8

–

5,097,083

€ 73.60

Outstanding, beginning of period

1

(2,832,839)
(676,350)

–
€ 69.91
€ 70.30

As of September 30, 2008, for Options outstanding the weighted average remaining contractual term was 1.1 years; the aggregate intrinsic value amounted to €–.

The following table summarizes information on stock options

Fair value information

outstanding at September 30, 2009 and 2008:

The Company ’s determination of the fair value of stock option
grants is based on an option pricing model which was devel-

September 30, 2009

September 30, 2008

oped for use in estimating the fair values of options that have
no vesting restrictions. Option valuation models require the

Exercise
prices

Number of
Options
outstanding

Weighted
average
remaining
life (years)

Number of
Options
outstanding

Weighted
average
remaining
life (years)

€ 72.54

898,050

0.1

966,950

1.1

of September 30, 2009 amounts to €4.06 and €4.54 for grants

€ 73.25

–

–

2,289,991

0.1

made in fiscal 2006 and 2005, respectively.

€ 74.59

1,729,692

1.1

1,840,142

2.1
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II. Cash-settled awards

awards, except that grantees receive the share prices’ equivalent value in cash only at the end of the four, respectively,

Stock appreciation rights (SARs)

three year vesting period. In fiscal 2008, 24,303 phantom stock

Where local regulations restrict the grant of stock options in

rights were granted and 19,469 phantom stock rights forfeited/

certain jurisdictions, the Company grants SARs to employees

were settled, resulting in a balance of 93,294 phantom stock

under the same conditions as the 2001 Siemens Stock Option

rights as of September 30, 2008. In fiscal 2009, 159,787 phan-

Plan except that SARs are exercisable in cash only.

tom stock rights were granted, 18,460 were vested and transferred and 26,931 phantom stock rights forfeited/were settled,

Details on SARs activity and weighted average exercise prices

resulting in a balance of 207,690 non-vested phantom stock

are summarized in the table below:

rights as of September 30, 2009.

Outstanding,
beginning of period

Year ended
September 30, 2009

Year ended
September 30, 2008

SARs

Weighted
average
exercise
price

SARs

€ 73.58

198,280

138,485

Granted

–

–

SARs exercised

–

–

SARs forfeited/
settled

(83,540)

€ 73.41

Weighted
average
exercise
price

€ 73.63

–
(40,555)
(19,240)

35 	Personnel costs

–

Year ended September 30,

Wages and salaries

€ 73.72

Statutory social welfare contributions
and expenses for optional support payments

€ 73.79

Expenses relating to pension plans
and employee benefits

Outstanding,
end of period

54,945

€ 73.85

138,485

€ 73.58

Exercisable,
end of period

54,945

€ 73.85

138,485

€ 73.58

2009

2008

20,320

21,486

3,353

3,256

996

904

24,669

25,646

Expenses relating to pension plans and employee benefits include service costs for the period. Expected return on plan assets and interest cost are included in Financial income (ex-

For purposes of determining the fair value of SARs in fiscal

pense), net.

2009 and 2008, the expected volatility is based on historical
volatility of Siemens shares, implied volatility for traded

The average number of employees in fiscal years 2009 and

Siemens options with similar terms and features, and certain

2008 was 413,650 and 420,800, respectively (based on con-

other factors. The expected term is derived by applying the

tinuing operations). Part-time employees are included on a

simplified method and is determined as the average of the

proportionate basis. The employees were engaged in the fol-

vesting term and the contractual term. The risk-free interest

lowing activities:

rate is based on applicable governmental bonds. Changes in
subjective assumptions can materially affect the fair value of
the SARs.

Year ended September 30,
(in thousands)

Manufacturing and services

2008

260.3

Phantom stock

Sales and marketing

82.8

91.2

Where local regulations restrict the grants of stock awards in

Research and development

31.8

32.2

certain jurisdictions, the Company grants phantom stock to

Administration and general services

34.2

37.1

413.7

420.8

employees under the same conditions as the Siemens stock
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36 	Earnings per share

Industry

The Industry Sector offers sustainable solutions for efficient
Year ended September 30,
(shares in thousands)

Income from continuing operations
Less: Portion attributable to minority interest
Income from continuing operations
attributable to shareholders of Siemens AG

2009

2008

2,457

1,859

(205)

864,818

893,166

6,929

3,132

871,747

896,298

Basic earnings per share
(from continuing operations)

2.60

1.91

Diluted earnings per share
(from continuing operations)

2.58

1.90

Weighted average shares
outstanding – diluted

infrastructure and mobility.
Energy

1,704

Effect of dilutive share-based payment

in-class productivity and flexibility, and holistic solutions for

(155)

2,252

Weighted average shares outstanding – basic

use of resources and energy, integrated technologies for best-

The Siemens Energy Sector primarily addresses energy providers, but also industrial companies particularly in the oil and
gas industry. Energy offers a complete spectrum of efficient
products, services and solutions for the generation, transmission and distribution of power, and for the extraction, conversion and transport of oil and gas.
Healthcare

The Healthcare Sector offers products and complete solutions,
The dilutive earnings per share computation does not contain

services and consulting related to the healthcare industry and

weighted average shares of 2,695 thousand and 41 thousand

serves its customers as a fully integrated diagnostics provider.

in fiscal 2009 and 2008, respectively, since the options’ exer-

Healthcare maintains a comprehensive portfolio of medical

cise prices exceeded the average market price of ordinary

solutions and is present in substantially the complete value-

shares and its inclusion would have been antidilutive in the

added chain ranging from medical imaging and laboratory di-

years presented.

agnostics to clinical IT.

37

Segment information

Equity Investments

Equity Investments is a reportable segment with its own manThe Company is divided into Sectors being Industry, Energy

agement. Equity Investments contains investments accounted

and Healthcare, a segment for Equity Investments and two

for under the equity method or at cost and current available for

segments referred to as Cross-Sector Businesses, composed of

sale financial assets, which are not allocated to a Sector, Cross-

Siemens IT Solutions and Services and Siemens Financial Ser-

Sector Business, SRE, Pensions or Treasury. As of September

vices (SFS).

30, 2009 and 2008, NSN, BSH and EN (see Note 4) are, among
others, reported in Equity Investments. FSC, as of September

Description of reportable segments

30, 2008 reported in Equity Investments, was sold in fiscal
2009.

Sectors
The three Sectors comprise manufacturing, industrial and

Cross-Sector Businesses

commercial goods, solutions and services in areas more or less

S iemens IT Solutions and Services

related to Siemens’ origins in the electrical business field.

Siemens IT Solutions and Services provides information and
communications services primarily to customers in the commercial/industrial sector, in the energy, healthcare and service
industries as well as to the public sector. Siemens IT Solutions
and Services builds and operates both discrete and large-scale
information and communications systems.
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S iemens Financial Services (SFS)

Beginning with the first quarter of fiscal 2010, segment infor-

SFS provides a variety of financial products and services both

mation will include a new line item, Centrally managed portfo-

to third parties and to other Siemens’ entities and their cus-

lio activities, mainly comprising centrally managed activities

tomers.

intended for divestment or closure as well as activities remaining from previously divested businesses. The electronics as-

Reconciliation to Consolidated Financial Statements

sembly systems business will be included in Centrally man-

Reconciliation to Consolidated Financial Statements contains

aged portfolio activities.

businesses and items not directly related to Siemens’ reportable segments:

Measurement – Segments

Other Operations. Other Operations consist primarily of oper-

Accounting policies for Segment Information are generally

ating business activities not allocated to a Sector or Cross-Sec-

the same as those used for Siemens, which are described in

tor Business which are to be integrated into a Siemens Sector

Note 2. Lease transactions, however, are classified as operat-

or Cross-Sector Business, divested, moved to a joint venture, or

ing leases for internal and segment reporting purposes. Corpo-

closed. Siemens completed these streamlining actions in the

rate overhead is generally not allocated to segments. Interseg-

fourth quarter and therefore will discontinue reporting Other

ment transactions are based on market prices.

Operations in future periods.
Profit of the Sectors, Equity Investments,
Siemens Real Estate (SRE), which is no longer a segment, owns

and S iemens IT Solutions and Services:

and manages a substantial part of Siemens’ real estate portfo-

Siemens’ Managing Board is responsible for assessing the per-

lio and offers a range of services encompassing real estate de-

formance of the segments. The Company ’s profitability mea-

velopment, real estate disposal and asset management, as

sure for the Sectors, Equity Investments, and Siemens IT Solu-

well as lease and services management. SRE started to bundle

tions and Services is earnings before financing interest, certain

additional real estate in the second half of fiscal 2009.

pension costs, and income taxes (Profit) as determined by
Management as the chief operating decision maker. Profit ex-

Corporate items and pensions include corporate charges such

cludes various categories of items, which are not allocated to

as personnel costs for corporate headquarters, corporate proj-

the Sectors, Equity Investments, and Siemens IT Solutions and

ects and non-operating investments or results of corporate-re-

Services since Management does not regard such items as in-

lated derivative activities. Pensions includes the Company ’s

dicative of their performance. Profit represents a performance

pension related income (expense) not allocated to the seg-

measure focused on operational success excluding the effects

ments, SRE or Other Operations.

of capital market financing issues. The major categories of
items excluded from Profit are presented below.

Eliminations, Corporate Treasury and other reconciling items
comprise consolidation of transactions within the segments,

Financing interest, excluded from Profit, is any interest income

certain reconciliation and reclassification items and the activi-

or expense other than interest income related to receivables

ties of the Company ’s Corporate Treasury. It also includes in-

from customers, from cash allocated to the Sectors, Equity In-

terest income and expense, such as, for example, interest not

vestments, and Siemens IT Solutions and Services and interest

allocated to segments or Other Operations (referred to as fi-

expense on payables to suppliers. Financing interest is ex-

nancing interest), interest related to Corporate Treasury activi-

cluded from Profit because decision-making regarding financ-

ties or resulting consolidation and reconciliation effects on in-

ing is typically made at the Corporate level.

terest.
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Similarly, decision-making regarding essential pension items

New orders:

is done centrally. As a consequence, Profit primarily includes
amounts related to service costs of pension plans only, while

New orders are determined principally as estimated revenue of

all other regularly recurring pension related costs (including

accepted purchase orders and order value changes and adjust-

charges for the German pension insurance association and

ments, excluding letters of intent. New orders are supplemen-

plan administration costs) are included in the line item Corpo-

tary information, provided on a voluntary basis. It is not part of

rate items and pensions.

the audited Consolidated Financial Statements.

Furthermore, income taxes are excluded from Profit since in-

Free cash flow definition:

come tax is subject to legal structures, which typically do not
correspond to the structure of the segments.

Segment Information discloses Free cash flow and Additions to
intangible assets, property, plant and equipment. Free cash

The effect of certain litigation and compliance issues is ex-

flow of the Sectors, Equity Investments, and Siemens IT Solu-

cluded from Profit, if such items are not indicative of the Sec-

tions and Services constitutes net cash provided by (used in)

tors, Equity Investments, and Siemens IT Solutions and Ser-

operating activities less additions to intangible assets and

vices’ performance, since their related results of operations

property, plant and equipment. It excludes Financing interest

may be distorted by the amount and the irregular nature of

as well as income tax related and certain other payments and

such events. This may also be the case for items that refer to

proceeds, in accordance with the Company ’s Profit and Asset

more than one reportable segment, SRE and/or Other Opera-

measurement definition. Free cash flow of SFS, a financial ser-

tions or have a corporate or central character.

vices business, includes related financing interest payments
and proceeds; income tax payments and proceeds of SFS are

Profit of the segment SFS:

excluded.

Profit of the segment SFS is Income before income taxes. In
contrast to performance measurement principles applied to

Amortization, depreciation and impairments:

the Sectors, Equity Investments, and Siemens IT Solutions and
Services, interest income and expense is an important source

Amortization, depreciation and impairments presented in Seg-

of revenue and expense of SFS.

ment Information includes depreciation and impairments of
property, plant and equipment as well as amortization and im-

Asset measurement principles:

pairments of intangible assets (other than goodwill).

Management determined Assets as a measure to assess capital

Measurement – Other Operations and SRE

intensity of the Sectors, Equity Investments and Siemens IT
Solutions and Services (Net capital employed). Its definition

Other Operations follows the measurement principles of the

corresponds to the Profit measure. It is based on Total assets of

Sectors, Equity Investments, and Siemens IT Solutions and

the Balance Sheet, primarily excluding intragroup financing

Services. SRE applies the measurement principles of SFS.

receivables, intragroup investments and tax related assets,
since the corresponding positions are excluded from Profit.
The remaining assets are reduced by non-interest-bearing lia-

Reconciliation to 
Siemens’ Consolidated Financial Statements

bilities other than tax related liabilities (e.g. trade payables)
and provisions to derive Assets. In contrast, Assets of SFS is

The following table reconciles total Assets of the Sectors,

Total assets. A reconciliation of Assets disclosed in Segment

Equity Investments and Cross-Sector Businesses to Total assets

Information to Total assets in the Consolidated Balance Sheet

of Siemens’ Consolidated Balance Sheets:

is presented below.
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In fiscal years 2009 and 2008, Corporate items and pensions in
September, 30

the column Profit includes €(1,342) and €(3,966) related to cor-

2009

2008

porate items, as well as €(372) and €106 related to pensions,

24,958

26,093

respectively. Corporate items in fiscal 2009, comprise net ex-

3,833

5,587

Assets of Cross-Sector Businesses

11,945

11,569

penses of €(235), due to the SG&A restructuring program and

Total Segment Assets

40,736

43,249

Assets of Sectors
Assets of Equity Investments

other ongoing personnel-related restructuring measures (see
Note 5.). In fiscal 2009, Corporate items also include fees

Reconciliation:

amounting to €(95) for outside advisors engaged by the Com(939)

Assets Other Operations
Assets SRE
Assets of Corporate items and pensions

(1,468)

pany in connection with investigations into alleged violations

4,489

3,489

(7,049)

(6,483)

of anti-corruption laws and related matters as well as remedia-

Eliminations, Corporate Treasury and other
reconciling items of Segment Information:

to our mandatory membership in the German pension insurance association Pensionssicherungsverein (PSV). Increased

Asset-based adjustments:
Intragroup financing receivables and
investments
Tax-related assets

insurance costs are primarily caused by a large number of in28,083

27,441

2,870

2,734

solvencies of other PSV members.
In fiscal 2008, Corporate items include €1,081 expense due to

Liability-based adjustments:
Pension plans and similar commitments
Liabilities
Assets classified as held for disposal and
associated liabilities
Eliminations, Corporate Treasury, other items
Total Eliminations, Corporate Treasury
and other reconciling items of Segment
Information
Total Assets in Siemens’
Consolidated Balance Sheets

tion activities. Pensions in fiscal 2009 includes €(106) related

5,938

4,361

38,112

42,415

–

17

the SG&A restructuring program (see Note 5) as well as €1 billion in estimated fines in connection with settlement negotiations of legal matters with authorities in Germany and the
U.S., €430 in fees for outside advisors engaged in connection

(17,314)

(21,292)

57,689

55,676

with investigations into alleged violations of anti-corruption
laws and related matters as well as remediation activities (see

94,926

Note 30), and €390 expense for establishing the Siemens
Foundation (see Note 7).

94,463

The following table reconciles Free cash flow, Additions to intangible assets and property, plant and equipment and Amortization, depreciation and impairments as disclosed in Segment
Information to the corresponding consolidated amount for the
Company.

Segment Information –
based on continuing operations
Discontinued Operations

Free cash flow
(I) = (II) – (III)

Net cash provided
by (used in) operating
activities (II)

Additions to intangible
assets and property,
plant and equipment (III)

Amortization,
depreciation and
impairments

Year ended September 30,
2009
2008

Year ended September 30,
2009
2008

Year ended September 30,
2009
2008

Year ended September 30,
2009
2008

3,786

1

206

(836)

6,709
(145)

9,281

(2,923)

(657)

–

–

–

–

3,641

4,903

6,564

8,624

Impairment 1
Siemens Consolidated
Statements of Cash Flow

5,739

(145)

–
–
(2,923)

(3,542)

2,839

(179)

–

90

(85)

108

–
(3,721)

2,924

3,015

Goodwill impairment and impairment of non-current available-for-sale financial assets.
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Information about geographies

For the years ended September 30, 2009 and 2008, Profit of SFS

Non-current assets consist of property, plant and equipment,

includes interest income of €642 and €549, respectively and

goodwill and other intangible assets.

interest expense of €377 and €367, respectively. In fiscal 2009,
Amortization, depreciation and impairments as well as the in-

Revenue by
location of customer

come statement line item income from investments accounted
for under the equity method, net includes income of €51 related to the reversal of a previously recognized impairment of
an investment held by SFS.

2009

2008

1

Revenue by
location of companies
2009

2008 1

Europe, C.I.S., Africa,
Middle East

43,288

44,895

47,817

49,432

Americas

20,754

20,107

20,215

19,760

Asia, Australia

12,609

12,325

8,619

8,135

Siemens

76,651

77,327

76,651

77,327

thereof Germany

11,525

12,797

20,357

21,160

thereof foreign countries

65,126

64,530

56,294

56,167

15,684

14,847

16,387

15,610

thereof U.S.
1

Certain prior year information was reclassified to conform to the fiscal 2009
presentation.

Non-current assets
September 30,
2009

2008 1

Europe, C.I.S., Africa,
Middle East

16,509

16,686

Americas

13,233

13,796

Asia, Australia
Siemens
thereof Germany
thereof U.S.
1
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2,428

2,193

32,170

32,675

7,542

7,404

11,977

12,600

Certain prior year information was reclassified to conform to the fiscal 2009
presentation.
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Related party transactions

As of September 30, 2008, the Company had receivables totaling €98 from the Siemens German Pension Trust as well as the

Joint ventures and associates

BSAV Trust in connection with the contribution of the SEN
business into EN. The amount was offset against the pension

The Company has relationships with many of its joint ventures

plan assets and increased Pension plans and similar commit-

and associates in the ordinary course of business whereby the

ments. During fiscal 2009, the amount was transferred to the

Company buys and sells a wide variety of products and ser-

Company. For information regarding the funding of our princi-

vices on arm’s length terms. Principal joint ventures and asso-

pal pension plans refer to Note 24.

ciates of the Company as of September 30, 2009 are NSN, BSH,
Areva, KMW and EN.

As of September 30, 2009 and 2008, guarantees to joint ventures and associates amounted to €5,740 and €6,575 in total,

In fiscal 2009 and 2008, sales of goods and services and other

respectively. These amounts include the Herkules obliga-

income from transactions with joint ventures and associates

tions of €3,490 and €3,890 as of September 30, 2009 and 2008.

amounted to €1,264 and €1,225 in total, including €177 and

For information regarding the Herkules obligations as well as

€265 from transaction with joint ventures, respectively. Pur-

for information regarding guarantees in connection with the

chases of goods and services and other expense from transac-

contribution of the carrier related operations into NSN and the

tions with joint ventures and associates amounted to €392 and

SEN operations into EN see Note 29 Commitments and contin-

€902 in total in fiscal 2009 and 2008, including €217 and €731

gencies. Guarantees to joint ventures amounted to €48 and €–,

from transactions with joint ventures, respectively. As of Sep-

respectively as of September 30, 2009 and 2008.

tember 30, 2009 and 2008, receivables from joint ventures and
associates were €154 and €243, therein €25 and €45 related to

As of September 30, 2009 and 2008, the Company has commit-

receivables from joint ventures, respectively. Liabilities to joint

ments to make capital contributions of €247 and €185 to its

ventures and associates were €86 and €146, therein €13 and

joint ventures and associates, therein €– and €1 related to joint

€79 related to liabilities from joint ventures, respectively as of

ventures, respectively. For further information see Note 29

September 30, 2009 and 2008.

Commitments and contingencies.

In addition as of September 30, 2009 and 2008, loans given to

Related individuals

joint ventures and associates amounted to €869 and €91 in total, respectively. In October 2008, Siemens received a draw-

Related individuals include the members of the Managing

down request by NSN for two tranches of €250 each in relation

Board and Supervisory Board.

to a Shareholder Loan Agreement between Siemens and NSN.
In September 2009, an additional tranche of €250 was agreed

In fiscal 2009 and 2008 members of the Managing Board re-

between Siemens and NSN and also utilized. After the expan-

ceived cash compensation of €17.9 and €25.9. The fair value of

sion of the maturity of the first two tranches during the three

stock-based compensation amounted to €9.4 and €10.5, re-

months ended March 31, 2009, all tranches of this shareholder

spectively in fiscal 2009 and 2008. In fiscal 2009 and 2008 the

loan mature in fiscal 2013. Loans given to joint ventures

Company granted contributions under the BSAV to members

amounted to €24 and €7 in total, respectively. In the normal

of the Managing Board totaling €4.5 and €15.1. Furthermore

course of business the Company regularly reviews loans and

members of the Managing Board in fiscal 2009 and 2008 re-

receivables associated with joint ventures and associates, in-

ceived termination benefits of €– and €21.5, including sever-

cluding NSN. In fiscal 2009 this review resulted in expenses

ance payments and transitional payments.

related to valuation allowances totaling €37.
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Therefore in fiscal 2009 and 2008, compensation and benefits,

In addition, some of the members of the Company ’s Supervi-

attributable to members of the Managing Board amounted to

sory Board and Managing Board hold positions of significant

€31.8 and €73.0 in total, respectively.

responsibility with other entities. Siemens has relationships
with almost all of these entities in the ordinary course of busi-

In fiscal 2009 expense related to share-based payment and to

ness whereby the Company buys and sells a wide variety of

the Share Matching Program amounted to €5.2. In fiscal 2008

products and service on arm’s length terms. Dr. Josef Acker-

expense related to share-based payment was €12.0. For further

mann is the Chairman of the Management Board of Deutsche

information regarding Share Matching Program, see Note 34.

Bank AG. The Company ’s transactions with Deutsche Bank AG
are conducted on arm’s length basis and include securities un-

In addition, in fiscal 2009 a post-contractual non-compete

derwriting, other investment banking services, and credit,

agreement was signed with a former member of the Managing

money market and foreign exchange business as well as trans-

Board that is effective for a period of 16 months beginning on

action banking services.

December 1, 2008. As compensation for this, a total amount of
U.S.$2,769,995 (approximately €2.1) will be paid. Of this total,

40 	Principal accountant fees and services

he received U.S.$1,846,667 as a one-time payment in December 2008; the rest will be paid in monthly installments of

On November 28, 2008, the Supervisory Board of Siemens, act-

U.S.$57,708 each.

ing on a recommendation of its audit committee, proposed to
appoint Ernst & Young AG Wirtschaftsprüfungsgesellschaft

Compensation attributable to members of the Supervisory

Steuerberatungsgesellschaft which, effective June 22, 2009,

Board comprises fixed-compensation, short-term variable

was renamed Ernst & Young GmbH Wirtschaftsprüfungsge-

compensation and long-term variable compensation. In fiscal

sellschaft (E&Y) as Siemens’ auditor, thereby effectively dis-

2009 and 2008, compensation, attributable to members of the

missing KPMG AG Wirtschaftsprüfungsgesellschaft (KPMG),

Supervisory Board amounted to €3.2 and €3.3 in total, therein

which had previously served in that capacity. On January 27,

€0.7 and €– related to long-term variable compensation, re-

2009, at the annual general meeting of shareholders of

spectively.

Siemens, the shareholders appointed E&Y as Siemens’ auditor
commencing with fiscal year 2009.

The Compensation Report outlines the principles used for determining the compensation of the Managing Board of

The following table sets forth the aggregate fees related to

Siemens AG and sets out the level and structure of Managing

professional services rendered by the Company ’s principal ac-

Board remuneration. In addition, the report describes the poli-

countant, E&Y, for the fiscal year 2009 and KPMG for the fiscal

cies and levels of compensation paid to Supervisory Board

year 2008:

members. The Compensation Report, which is part of the
Notes to Consolidated Financial Statements, is presented
within the Corporate Governance Report, included in this
Annual Report for fiscal year 2009 beginning on page 28.

Year ended September 30,
Type of fees

2009

2008

Audit Fees

40.5

50.7
14.6

Audit-Related Fees

4.6

In fiscal 2009 and 2008, no other major transactions took place

Tax Fees

4.2

2.6

between the Company and the other members of the Manag-

All Other Fees

–

0.5

ing Board and the Supervisory Board.

Total

49.3

68.4
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Audit fees and audit-related fees consist of fees associated

Audit services:

with the services pre-approved by the Audit Committee described below. Tax fees include primarily fees for support services provided in connection with the documentation of trans-

▪▪ Annual

audit of Siemens’ Consolidated Financial Statements and its internal control over financial reporting

fer pricing arrangements and fees for transition services which
were started prior to the appointment of E&Y and, starting December 2008, require specific pre-approval by the Audit Com-

▪▪ Quarterly review of Siemens’ interim consolidated financial

statements

mittee.
▪▪ Audit

Audit Committee pre-approval policies:
In accordance with German law, Siemens’ independent auditor

and review services that are required by statute or
regulation, including statutory audits of financial statements of Siemens AG and of its subsidiaries under the rules
of their respective countries

is appointed by the Annual Shareholders’ Meeting based on a
recommendation of the Supervisory Board. The Audit Committee of the Supervisory Board prepares the board’s recommendation on the election of the Company ’s independent auditor.

▪▪ Opening

balance sheet audits in connection with acquisitions, including audits with regard to the allocation of purchase prices.

Subsequent to the auditor’s appointment, the Audit Committee engages the auditor and in its sole authority approves the

Audit-related Services:

terms and scope of the audit and all audit engagement fees. In
addition, it monitors the auditor’s independence.
In order to ensure the integrity of independent audits,

▪▪ Due

diligence relating to actual or contemplated acquisitions and carve-outs, including consultation in accounting
matters

Siemens’ Audit Committee has established a policy to approve
all audit and permissible audit-related services provided by our

▪▪ Post-closing audits

independent auditor prior to the auditor’s engagement. As
part of this approval process, the Audit Committee adopted
pre-approval policies and procedures pursuant to which the

▪▪ Carve-out

audits and attestation services in the context of
carve-outs

Audit Committee annually pre-approves certain types of services to be performed by Siemens’ independent auditor. Under
the policies, the Company ’s independent auditor is not allowed to perform any non-audit services which may impair the
auditor’s independence under the rules of the U.S. Securities
and Exchange Commission (SEC) and the Public Company Accounting Oversight Board. Furthermore, the Audit Committee
has limited the sum total of all audit-related fees incurred during a fiscal year to a maximum of 40% of the audit fees agreed

▪▪ Consultation

concerning financial accounting and reporting standards based on the auditor’s knowledge of
Siemens-specific circumstances, including:
▪▪ Accounting advice relating to actual or contemplated
transactions or events
▪▪ Advice on the introduction and review of new or revised
accounting guidelines and requirements
▪▪ Training regarding accounting-related topics

upon for the respective fiscal year.
▪▪ Comfort letters

In fiscal 2009, the Audit Committee has pre-approved the performance by E&Y of the following audit and audit-related ser-

▪▪ Employee benefit plan audits

vices:
▪▪ SAS 70 reports
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▪▪ IT system audits that are not part of the annual audit
▪▪ Attestation services subject to regulatory requirements, in-

cluding regulatory advice

41

Corporate governance

Siemens Aktiengesellschaft, currently the sole German publicly traded corporation consolidated by the Company, provided the certification required by paragraph 161 of the Ger-

▪▪ Attestation

and audits in connection with the European
Community Directive on Waste Electrical and Electronic
Equipment

▪▪ Attestation

of compliance with provisions or calculations
required by agreements

man stock corporation law (AktG). Siemens Aktiengesellschaft
made the certifications available to its shareholders.

This is a translation of the German “Konzernabschluss gemäß
§315a(1) HGB der Siemens AG zum 30. September 2009.“ Sole
authoritative and universally valid version is the German lan-

▪▪ Attest

services in accordance with applicable standards,
other than audit services required by statute or other regulation.

guage document.

Services that are not included in one of the categories listed
above require specific pre-approval by the Audit Committee.
An approval may not be granted if the service falls into a category of services not permitted by current law or if it is inconsistent with ensuring the auditor’s independence, as expressed
in the four principles promulgated by the U.S. Securities and
Exchange Commission: (1) an auditor may not function in the
role of management; (2) an auditor may not audit his or her
own work; (3) an auditor may not serve in an advocacy role for
his or her client; and (4) an auditor may not provide services
creating a mutual or conflicting interest.
While non-audit-related services are not prohibited by law, except for certain types of non-audited services enumerated in
the SEC’s rules, Siemens AG has decided as a matter of policy
not to engage the principal accountant to provide non auditrelated services unless there is a compelling advantage to the
Company in using the principal accountant and it can clearly
be shown that there is no impairment of independence.
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Supervisory Board
Gerhard Cromme, Dr. iur.
Chairman
Chairman of the Supervisory Boards
of Siemens AG and ThyssenKrupp AG
Date of birth: February 25, 1943
Member since: January 23, 2003
External positions
German supervisory board positions:
Allianz SE, Munich
Axel Springer AG, Berlin
ThyssenKrupp AG, Duisburg and Essen
(Chairman)
Comparable positions outside Germany:
Compagnie de Saint-Gobain S.A.,
France

Berthold Huber*
First Deputy Chairman
(since January 27, 2009)
First Chairman, IG Metall
Date of birth: February 15, 1950
Member since: July 1, 2004
External positions
German supervisory board positions:
Audi AG, Ingolstadt
Porsche Automobil Holding SE, Stuttgart

Ralf Heckmann*
(until January 27, 2009)
First Deputy Chairman
(until January 27, 2009)
Chairman of the Central Works Council,
Siemens AG
Date of birth: July 19, 1949
Member since: March 24, 1988

Lothar Adler*
Chairman of the Central Works Council,
Siemens AG (since December 9, 2008)
Date of birth: February 22, 1949
Member since: January 23, 2003

Jean-Louis Beffa
Chairman of the Board of Directors,
Compagnie de Saint-Gobain S.A.
Date of birth: August 11, 1941
Member since: January 24, 2008
External positions
Comparable positions outside Germany:
BNP Paribas, France
(Vice Chairman)
Claude Bernard Participations SAS,
France
Compagnie de Saint-Gobain S.A., France
(Chairman)
GDF SUEZ S.A., France
Groupe Bruxelles Lambert, Belgium
Le Monde S.A., France
Le Monde & Partenaires Associés S.A.S.,
France
Saint-Gobain Corporation, USA
Société Editrice du Monde S.A., France

Gerd von Brandenstein
Economist
Date of birth: April 6, 1942
Member since: January 24, 2008
External positions
German supervisory board positions:
DEGEWO Deutsche Gesellschaft zur
Förderung des Wohnungsbaues,
gemeinnützige Aktiengesellschaft,
Berlin

Josef Ackermann, Dr. oec.
Second Deputy Chairman
Chairman of the Management Board,
Deutsche Bank AG
Date of birth: February 7, 1948
Member since: January 23, 2003
External positions
Comparable positions outside Germany:
Belenos Clean Power Holding Ltd.,
Switzerland
(Deputy Chairman)
Royal Dutch Shell plc, Netherlands
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Michael Diekmann
Chairman of the Board of Management,
Allianz SE
Date of birth: December 23, 1954
Member since: January 24, 2008
External positions
German supervisory board positions:
Allianz Deutschland AG, Munich
(Chairman)
Allianz Global Investors AG, Munich
(Chairman)
BASF SE, Ludwigshafen am Rhein
(Deputy Chairman)
Linde AG, Munich
(Deputy Chairman)
Comparable positions outside Germany:
Allianz S.p.A., Italy
(Deputy Chairman)
Assurances Générales de France, France
(Deputy Chairman)

Hans Michael Gaul, Dr. iur.
Supervisory board member
Date of birth: March 2, 1942
Member since: January 24, 2008

Bettina Haller*
Chairwoman of the Combine Works
Council, Siemens AG
Date of birth: March 14, 1959
Member since: April 1, 2007

Hans-Jürgen Hartung*
(since January 27, 2009)
Chairman of the Works Council,
Siemens Energy Sector, Erlangen,
Germany
Date of birth: March 10, 1952
Member since: January 27, 2009

Heinz Hawreliuk*
(until March 31, 2009)
Member, IG Metall
Date of birth: March 20, 1947
Member since: April 1, 1985

Harald Kern*
Member of the Central Works Council,
Siemens AG;
Deputy Chairman of the
Siemens Europe Committee
Date of birth: March 16, 1960
Member since: January 24, 2008

External positions
German supervisory board positions:
Evonik Industries AG, Essen
EWE Aktiengesellschaft, Oldenburg
HSBC Trinkaus & Burkhardt AG, Düsseldorf
IVG Immobilien AG, Bonn
Nicola Leibinger-Kammüller, Dr. phil.
VNG-Verbundnetz Gas AG, Leipzig
President and Chairwoman
Volkswagen AG, Wolfsburg
of the Managing Board,
TRUMPF GmbH + Co. KG
Peter Gruss, Prof. Dr. rer. nat.
Date of birth: December 15, 1959
Member since: January 24, 2008
President,
Max Planck Society for the
External positions
Advancement of Science e.V.
German supervisory board positions:
Date of birth: June 28, 1949
Claas Kommanditgesellschaft
Member since: January 24, 2008
auf Aktien mbH, Harsewinkel
Deutsche Lufthansa AG, Cologne
External positions
Voith AG, Heidenheim an der Brenz
German supervisory board positions:
Münchener Rückversicherungs-Gesellschaft Aktiengesellschaft in München,
Munich

16 Corporate Governance

44 Management’s discussion and analysis

122 Consolidated Financial Statements

123 Consolidated Statements of Income
and Expense Recognized in Equity

124 Consolidated Balance Sheets

125 Consolidated Statements of Cash Flow

www.siemens.com/supervisory-board
www.siemens.com/corporate-governance

Werner Mönius*
Chairman of the
Siemens Europe Committee
Date of birth: May 16, 1954
Member since: January 24, 2008

Håkan Samuelsson
Chairman of the Executive Board,
MAN SE
Date of birth: March 19, 1951
Member since: January 24, 2008
External positions
German supervisory board positions:
MAN Diesel SE, Augsburg
(Chairman)
MAN Ferrostaal AG, Essen
(Chairman)
MAN Nutzfahrzeuge AG, Munich
(Chairman)
manroland AG, Offenbach am Main
MAN Turbo AG, Oberhausen
(Chairman)
RENK Aktiengesellschaft, Augsburg
(Chairman)
Comparable positions outside Germany:
MAN Latin America S.A., Brazil
(Chairman)

Dieter Scheitor*
Physicist
Trade Union Commissioner
for Siemens, IG Metall
Date of birth: November 23, 1950
Member since: January 25, 2007

Rainer Sieg,* Dr. iur.
Chairman of the Committee of
Spokespersons, Siemens group;
Chairman of the Central Committee
of Spokespersons, Siemens AG
Date of birth: December 20, 1948
Member since: January 24, 2008

Birgit Steinborn*
Deputy Chairwoman of the
Central Works Council, Siemens AG
Date of birth: March 26, 1960
Member since: January 24, 2008

Lord Iain Vallance of Tummel
Chairman, Amsphere Ltd.
Date of birth: May 20, 1943
Member since: January 23, 2003

Sibylle Wankel*
(since April 1, 2009)
Attorney, Bavarian Regional Headquarters,
IG Metall
Date of birth: March 3, 1964
Member since: April 1, 2009
External positions
German supervisory board positions:
Vaillant GmbH, Remscheid
ZEPPELIN GmbH, Friedrichshafen

The Supervisory Board of Siemens AG has 20 members. As stipulated by the German Codetermination Act, half of the members represent Company shareholders, and half represent Company employees. The shareholder representatives were elected at the Annual
Shareholders’ Meeting on January 24, 2008, and the employee representatives, whose names are marked with an asterisk, either were
elected in accordance with the provisions of the German Codetermination Act on September 27, 2007, effective as of the end of the
Annual Shareholders’ Meeting on January 24, 2008, or replaced an employee representative who had resigned from the Supervisory
Board. The Supervisory Board is elected for five years.
As of September 30, 2009
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Supervisory Board committees
The Supervisory Board of Siemens AG has established six standing committees. Information on their activities in fiscal 2009 is provided
on pages 7-8 of Book II.
Committees

Meetings
in fiscal 2009

Duties and responsibilities

Members as of
September 30, 2009

Chairman’s
Committee

5
5 decisions
by notational
voting using
written circulations

The Chairman’s Committee of the Supervisory Board is responsible for reviewing basic issues of business policy and management, particularly matters concerning the Managing Board.
The Committee makes recommendations to the Supervisory
Board on the appointment and dismissal of Managing Board
members and prepares the Supervisory Board proposal for
Managing Board compensation and for the determination of
the total compensation of individual Managing Board members. In connection with this Supervisory Board proposal, the
Committee executes the employment contracts with Managing
Board members. The Committee makes recommendations
to the Supervisory Board on the composition of Supervisory
Board committees. The Committee decides whether to approve
business transactions with Managing Board members and
related parties. The Committee’s duties include regularly
reviewing the Company’s corporate governance principles and
formulating proposals to improve the Company’s approach to
corporate governance issues.

Gerhard Cromme, Dr. iur.
(Chairman)
Lothar Adler
(since January 27, 2009)
Ralf Heckmann
(until January 27, 2009)
Josef Ackermann, Dr. oec.
Berthold Huber

Audit Committee

6

The Audit Committee’s duties include, in particular, preparing
Supervisory Board reviews of the annual financial statements
of Siemens AG and of the consolidated financial statements
of Siemens worldwide. The Committee also reviews the quarterly financial statements and the half-year financial report
and liaises with Siemens’ internal financial auditors and with
the independent auditors (particularly with regard to awarding
the audit contract, defining the focal points of the audit, determining the auditors’ fee and monitoring their independence).

Hans Michael Gaul,1 Dr. iur.
(Chairman)
Gerhard Cromme,1 Dr. iur.
Bettina Haller
(since April 28, 2009)
Ralf Heckmann
(until January 27, 2009)
Heinz Hawreliuk
(until March 31, 2009)
Dieter Scheitor
Birgit Steinborn
(since January 27, 2009)
Lord Iain Vallance of Tummel

Compliance
Committee

6

The Compliance Committee’s duties include, in particular,
monitoring the Company’s adherence to statutory provisions,
official regulations and internal company policies
(compliance).

Gerhard Cromme, Dr. iur.
(Chairman)
Lothar Adler
(since January 27, 2009)
Ralf Heckmann
(until January 27, 2009)
Hans Michael Gaul, Dr. iur.
Bettina Haller
Heinz Hawreliuk
(until March 31, 2009)
Lord Iain Vallance of Tummel
Sibylle Wankel
(since April 28, 2009)

1
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Committees

Meetings
in fiscal 2009

Duties and responsibilities

Members as of
September 30, 2009

Finance and
Investment
Committee

3
7 decisions
by notational
voting using
written circulations

The Finance and Investment Committee prepares – based on
the Company’s overall strategy, which is the focus of an annual strategy meeting of the Supervisory Board – discussions
and resolutions of the Supervisory Board on questions relating to the financial situation and structure of the Company as
well as on fixed asset and financial investments. In addition,
the approval of the Finance and Investment Committee –
rather than that of the Supervisory Board – is required for
transactions and measures for which approval is required but
whose value does not equal the amount of €600 million. The
Finance and Investment Committee also exercises the rights
of the Supervisory Board pursuant to § 32 of the German
Codetermination Act – namely, to make decisions regarding
the exercise of ownership rights resulting from interests in
other companies. § 32 (1) sentence 2 of the German Codetermination Act sets forth that resolutions made by the Finance
and Investment Committee pursuant to § 32 of the German
Codetermination Act only require the votes of the shareholder
representatives.

Gerhard Cromme, Dr. iur.
(Chairman)
Lothar Adler
Jean-Louis Beffa
(since April 28, 2009)
Gerd von Brandenstein
Werner Mönius
(since April 28, 2009)
Håkan Samuelsson
Dieter Scheitor
Birgit Steinborn

Nominating
Committee

0

The Nominating Committee recommends suitable nominees
for election to the Supervisory Board at the Annual Shareholders’ Meeting.

Gerhard Cromme, Dr. iur.
(Chairman)
Josef Ackermann, Dr. oec.
Hans Michael Gaul, Dr. iur.

As stipulated by German law, the Mediation Committee
makes recommendations to the Supervisory Board regarding
the appointment or revocation of appointment of Managing
Board members, if the required two-thirds majority of Supervisory Board member votes is not obtained on the first ballot.

Gerhard Cromme, Dr. iur.
(Chairman)
Lothar Adler
(since January 27, 2009)
Ralf Heckmann
(until January 27, 2009)
Josef Ackermann, Dr. oec.
Berthold Huber

Mediation Committee, 0
§ 27 (3), § 31 (3) and
(5) of the German
Codetermination Act

Further information on corporate governance at Siemens is available at:
www.siemens.com/corporate-governance
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Managing Board
Peter Löscher
President and Chief Executive Officer,
Siemens AG
Date of birth: September 17, 1957
First appointed: July 1, 2007
Term expires: March 31, 2012
External positions
German supervisory board positions:
Münchener Rückversicherungs-
Gesellschaft Aktiengesellschaft
in München, Munich

Wolfgang Dehen
Date of birth: February 9, 1954
First appointed: January 1, 2008
Term expires: March 31, 2012

Barbara Kux
(since November 17, 2008)
Date of birth: February 26, 1954
First appointed: November 17, 2008
Term expires: November 16, 2013

External positions
German supervisory board positions:
TÜV Süd AG, Munich
Company positions
Comparable positions outside Germany:
Siemens Ltd., China
(Chairman)
Siemens Ltd., India

External positions
German supervisory board positions:
ZF Friedrichshafen AG, Friedrichshafen
Comparable positions outside Germany:
Firmenich International SA, Switzerland

Heinrich Hiesinger, Dr.-Ing.
Date of birth: May 25, 1960
First appointed: June 1, 2007
Term expires: March 31, 2012

Jim Reid-Anderson
(until November 30, 2008)
Date of birth: April 12, 1959
First appointed: May 1, 2008
Term originally to have expired:
April 30, 2013

External positions
German supervisory board positions:
Deutsche Messe Aktiengesellschaft,
Hanover
INPRO Innovationsgesellschaft für
fortgeschrittene Produktionssysteme
in der Fahrzeugindustrie mbH, Berlin

Company positions
(as of November 30, 2008)
Comparable positions outside Germany:
Siemens Healthcare Diagnostics Inc., USA
(until November 30, 2008)
Siemens Medical Solutions USA, Inc., USA
(Chairman) (until November 30, 2008)

Company positions
German supervisory board positions:
OSRAM GmbH, Munich
(Chairman)
Comparable positions outside Germany:
Siemens Energy and Automation Inc.,
USA
(Chairman)
Siemens Ltd., China
Siemens Schweiz AG, Switzerland
(Chairman)

Joe Kaeser
Date of birth: June 23, 1957
First appointed: May 1, 2006
Term expires: March 31, 2011
External positions
German supervisory board positions:
Allianz Deutschland AG, Munich
Bayerische Börse AG, Munich

Hermann Requardt,
Prof. Dr. phil. nat.
Date of birth: February 11, 1955
First appointed: May 1, 2006
Term expires: March 31, 2011
Company positions
German supervisory board positions:
BSH Bosch und Siemens Hausgeräte
GmbH, Munich
OSRAM GmbH, Munich
Comparable positions outside Germany:
Siemens Healthcare Diagnostics Inc., USA
Siemens K.K., Japan
(Chairman)
Siemens Medical Solutions USA, Inc., USA
(Chairman)

Siegfried Russwurm, Prof. Dr.-Ing.
Date of birth: June 27, 1963
First appointed: January 1, 2008
Term expires: March 31, 2012
Company positions
Comparable positions outside Germany:
Nokia Siemens Networks B.V.,
Netherlands
Siemens AB, Sweden
Siemens AG Österreich, Austria
(Chairman)
Siemens A. Ş., Turkey
Siemens France Holding S.A.S., France
Siemens Holdings plc., UK
Siemens Ltd., Saudi Arabia
(Deputy Chairman)
Siemens Ltd., South Africa
(Chairman)
Siemens Nederland N.V., Netherlands
(Chairman)
Siemens S.A., Morocco
(Chairman)
Siemens S.A., Portugal
(Chairman)
Siemens S.A., Spain
(Chairman)
Siemens S.p.A., Italy
(Deputy Chairman)

Peter Y. Solmssen
Date of birth: January 24, 1955
First appointed: October 1, 2007
Term expires: March 31, 2012
Company positions
Comparable positions outside Germany:
Siemens Canada Ltd., Canada
(Chairman)
Siemens Corp., USA
(Chairman)
Siemens S.A., Colombia
(Chairman)
Siemens S.A. de C.V., Mexico
(Chairman)

Comparable positions outside Germany:
Enterprise Networks Holdings B.V.,
Netherlands
Company positions
German supervisory board positions:
BSH Bosch und Siemens Hausgeräte
GmbH, Munich
Comparable positions outside Germany:
Nokia Siemens Networks B.V.,
Netherlands
Siemens AG Österreich, Austria
Siemens Corp., USA
Siemens Ltd., China
Siemens Ltd., India
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Managing Board committees

Committee

Meetings
in fiscal 2009

Duties and responsibilities

Members as of
September 30, 2009

Equity and
Employee
Stock Committee

1
4 decisions
by notational
voting using
written circulations

This Committee oversees the utilization of authorized capital in connection with the issuance of employee stock and
the implementation of various capital measures.

Peter Löscher
Joe Kaeser
Siegfried Russwurm, Prof. Dr.-Ing.

Further information on corporate governance at Siemens is available at:
www.siemens.com/corporate-governance
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Statement of the Managing Board

Our risk management system complies with the requirements

The Managing Board of Siemens Aktiengesellschaft is respon-

of the German Corporation Act (AktG). Our risk management

sible for preparing the Consolidated Financial Statements and

system is designed to enable the Managing Board to recognize

Management’s discussion and analysis. Siemens employs ex-

potential risks early on and initiate timely countermeasures.

tensive internal controls, company-wide uniform reporting
guidelines and additional measures, including employee train-

In accordance with the resolution made at the Annual Share-

ing and continuing education, with the intention that its

holders’ Meeting, Ernst & Young GmbH Wirtschaftsprüfungs

financial reporting is conducted in accordance with accepted

gesellschaft (formerly Ernst & Young Wirtschaftsprüfungsge-

accounting principles.

sellschaft Steuerberatungsgesellschaft) has audited the consolidated financial statements and management’s discussion

The members of the managements of the Sectors and Cross-

and analysis, and issued an unqualified opinion.

Sector Businesses as well as the chief executives of the
Siemens companies have confirmed to us the correctness of

Together with the independent auditors, the Supervisory

the financial data they have reported to Siemens’ corporate

Board has thoroughly examined the consolidated financial

headquarters and the effectiveness of the related control sys-

statements, management’s discussion and analysis, and the

tems. Compliance with the guidelines as well as the reliability

independent auditors’ report. The result of this examination is

and effectiveness of the control systems are continuously ex-

included in the Report of the Supervisory Board (pages 6 to 11

amined by the internal corporate audit function throughout

of the financial section of this Annual Report).

the group.
The Managing Board
of Siemens Aktiengesellschaft

Responsibility statement

group management report includes a fair review of the de-

To the best of our knowledge, and in accordance with the

velopment and performance of the business and the posi-

applicable reporting principles, the consolidated financial

tion of the group, together with a description of the princi-

statements give a true and fair view of the assets, liabilities,

pal opportunities and risks associated with the expected

financial position and profit or loss of the group, and the

development of the group.

Munich, November 24, 2009
Siemens AG
The Managing Board
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Peter Löscher

Wolfgang Dehen
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Prof. Dr. Hermann Requardt
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Peter Y. Solmssen
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Independent Auditors’ Report

internal control system and the evidence supporting the dis-

We have audited the consolidated financial statements pre-

closures in the consolidated financial statements and the

pared by Siemens Aktiengesellschaft, Berlin and Munich, com-

group management report are examined primarily on a test

prising the consolidated balance sheet, the consolidated state-

basis within the framework of the audit. The audit includes as-

ments of income, income and expense recognized in equity

sessing the annual financial statements of those entities in-

and cash flow and the notes to the consolidated financial state-

cluded in consolidation, the determination of entities to be in-

ments, together with the group management report for the

cluded in consolidation, the accounting and consolidation

fiscal year from 1 October 2008 to 30 September 2009. The

principles used and significant estimates made by the Manag-

preparation of the consolidated financial statements and the

ing Board, as well as evaluating the overall presentation of the

group management report in accordance with IFRS as adopted

consolidated financial statements and the group management

by the European Union (EU), and the additional requirements

report. We believe that our audit provides a reasonable basis

of German commercial law pursuant to Sec. 315a (1) HGB

for our opinion.

[“Handelsgesetzbuch”: “German Commercial Code”] are the responsibility of the Managing Board of the Company. Our re-

Our audit has not led to any reservations.

sponsibility is to express an opinion on the consolidated financial statements and on the group management report based

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

on our audit. In addition we have been instructed to express an

dated financial statements comply with IFRS as adopted by the

opinion as to whether the consolidated financial statements

EU and the additional requirements of German commercial

comply with IFRS as issued by the IASB.

law pursuant to Sec. 315a (1) HGB and IFRS as issued by the
IASB and give a true and fair view of the net assets, financial

We conducted our audit of the consolidated financial state-

position and results of operations of the Group in accordance

ments in accordance with Sec. 317 HGB and German generally

with these requirements. The group management report is

accepted standards for the audit of financial statements pro-

consistent with the consolidated financial statements and as a

mulgated by the Institut der Wirtschaftsprüfer [Institute of

whole provides a suitable view of the Group’s position and

Public Auditors in Germany] (IDW) and in supplementary com-

suitably presents the opportunities and risks of future devel-

pliance with International Standards on Auditing (ISA). Those

opment.

standards require that we plan and perform the audit such
that misstatements materially affecting the presentation of

Munich, 24 November 2009

the net assets, financial position and results of operations in
the consolidated financial statements in accordance with the

Ernst & Young GmbH

applicable financial reporting framework and in the group
management report are detected with reasonable assurance.

Wirtschaftsprüfungsgesellschaft

Knowledge of the business activities and the economic and legal environment of the Group and expectations as to possible

Prof. Dr. Pfitzer

Krämmer

misstatements are taken into account in the determination of

Wirtschaftsprüfer

Wirtschaftsprüfer

audit procedures. The effectiveness of the accounting-related

[German Public Auditor]

[German Public Auditor]
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Five-year summary
Five-year summary
Revenue and earnings 1 (in millions of €)

2009

2008

2007

2006

2005

Revenue

76,651

77,327

72,448

66,487

55,781

Gross profit

20,710

21,043

20,876

17,379

15,683

Income from continuing operations

2,457

1,859

3,909

2,642

2,813

Net income

2,497

5,886

4,038

3,345

2,576

Assets, liabilities and equity 1 (in millions of €)

2009

2008

2007

2006

2005

Current assets

44,129

43,242

47,932

50,014

45,502

Current liabilities

37,005

42,451

43,894

38,964

38,376

Debt

19,638

16,079

15,497

15,297

12,035

18,940

14,260

9,860

13,122

8,040

(9,309)

(9,034)

(11,299)

(4,487)

(1,681)

Long–term debt
Net debt 2
Pension plans and similar commitments
Equity
as a percentage of total assets
Total assets
Cash Flows 1 (in millions of €)
Net cash provided by operating activities
Amortization, depreciation and impairments 3
Net cash used in investing activities

5,938

4,361

2,780

5,083

5,460

27,287

27,380

29,627

25,895

23,791

29

29

32

30

29

94,926

94,463

91,555

87,528

81,579

2009

2008

2007

2006

2005

6,709

9,281

9,822

5,003

3,198

2,839

3,015

2,625

2,314

2,267

(3,431)

(9,989)

(10,068)

(4,315)

(5,052)

(2,923)

(3,542)

(3,067)

(3,183)

(2,670)

36

3,730

(5,792)

1,540

(2,241)

Net increase (decrease) in cash and cash equivalents

3,275

1,989

(5,274)

2,093

(4,069)

Free cash ﬂow

3,786

5,739

6,755

1,820

528

Employees 1 – continuing operations

2009

2008

2007

2006

2005

Employees 4 (September 30, in thousands)

405

427

398

371

359

Additions to intangible assets and property, plant and equipment
Net cash provided by (used in) financing activities

Key capital market data (in €, unless otherwise indicated)

2009

2008

2007

2006

2005

Earnings per share from continuing operations

2.60

1.91

4.13

2.78

2.96

Diluted earnings per share from continuing operations

2.58

1.90

3.99

2.77

2.85

Dividend per share

1.60 5

1.60

1.60

1.45

1.35

Siemens stock price 6
High

66.45

108.86

111.17

79.77

66.18

Low

35.52

64.91

66.91

60.08

56.20

Year-end (September 30)

63.28

65,75

96.42

68.80

64.10

Compared to DAX index

2.24

(4.68)

11.72

(9.80)

(19.10)

Compared to Dow Jones STOXX index

1.49

(0.40)

29.18

(8.46)

(17.85)

914

914

914

891

891

54,827

56,647

88,147

61,307

57,118

AA –

AA –

AA –

AA –

A1

A1

Aa3

Aa3

Siemens stock performance over prior year (in percentage points)

Number of shares (in millions)
Market capitalization at period-end (in millions of €) 7
Credit rating of long-term debt
Standard & Poor’s

A+8

Moody’s

A1

1
2
3
4
5
6
7
8
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The historical results of Siemens VDO Automotive (SV) are reported as discontinued operations in the Consolidated Statements of Income for all periods presented.
Net debt includes four positions of the Consolidated Balance Sheets: Cash and cash equivalents, current Available-for-sale financial assets (fiscal 2009, 2008, 2007 and 2006)/
Marketable securities (fiscal 2005), Short-term debt and current maturities of long-term debt and Long-term debt.
Amortization and impairment of intangible assets other than goodwill and depreciation and impairment of property, plant and equipment.
Without temporary student workers and trainees. For information regarding personnel related costs see Note 35.
To be proposed at the Annual Shareholders’ Meeting.
Xetra closing prices, Frankfurt.
Based on shares outstanding.
Changed from AA – to A + on June 5, 2009.
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2009

4th Quarter

3rd Quarter

2nd Quarter

1st Quarter

76,651

19,714

18,348

18,955

19,634

2,497

(1,063)

1,317

1,013

1,230

Quarterly data (in millions of €)

Revenue
Net income

2008

4th Quarter

3rd Quarter

2nd Quarter

1st Quarter

77,327

21,651

19,182

18,094

18,400

5,886

(2,420)

1,419

412

6,475

2009

2008

Quarterly data (in millions of €)

Revenue
Net income

Siemens AG – Statement of income and balance sheet 1 (condensed version) (in billions of €)
Years ended September 30

2009

2008

As of September 30

Net sales

25.9

26.8

Property, plant equipment

(19.5)

(20.9)

Cost of sales
Gross profit on sales
Other functional costs
Other income and expense, net
Income before income taxes
Income taxes

2.0

1.9

Investments

35.9

36.9

37.9

38.8

6.4

5.9

Non-current

(5.3)

(6.7)

Inventories

0.9

1.2

Receivables and prepaid expense

2.0

0.4

Marketable securities, liquid assets

(0.2)

(0.8)

–

–

12.4

15.9

6.5

6.0

Total assets

56.8

60.7

2.0

Shareholders’ equity

19.6

19.2

Net income

1.8

1.6

Accrued liabilities and special reserves

16.8

18.6

Unappropriated net income

1.5

1.5

Debt

Extraordinary result

–

–

Other liabilities

20.4

22.9

Total shareholders’ equity and liabilities

56.8

60.7

1 Prepared in accordance with the German Commercial Code (HGB).
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Glossary
A

B

C

D

222

American depository shares (ADSs)/
American depository receipts

Negotiable share certificates issued by major U.S. banks, related to non-American shares deposited
with them. ADSs are generally issued in a ratio of 1:1.

Asset management

The process of managing corporate assets in order to enhance operational efficiency while
minimizing costs and associated risks.

Associated companies

An associate is an entity, including an unincorporated entity such as a partnership, over which the
investor has significant influence and that is neither a subsidiary nor an interest in a joint venture.

Benchmarking

A technique used to compare the products, services, processes and financials within an organization with the best practices at other, similar organizations.

Business portfolio

The aggregate total of business areas in which Siemens is active.

Captive finance entity

A financial services unit organized as a business within an industrial enterprise that offers financial
solutions primarily to customers of the operating units of that enterprise.

Cash conversion rate

Measures the proportion of profit that is converted into free cash flow (see free cash flow).

Cash flow

Reflects the amounts of cash and cash equivalents being received and used by a company during
a defined period of time. The cash flow is presented in the statements of cash flow.

Cash management

The management of cash and cash equivalents within an organization to optimize financial
activities.

Commercial paper

Short-term loan issued in the open market by companies with strong credit ratings. Maturities
typically range from 2 to 270 days.

Consolidated financial statements

Financial statements that bring together all the assets, liabilities, net worth, results of operations
and cash flows
of two or more affiliated companies, as though the business were in fact a single economic entity.

Corporate Treasury

A corporate function responsible for ensuring the availability of company-wide financing and cash
management, including consulting services involving issues of corporate finance, interest rates
and currencies, liquidity management and all other questions related to the financial management
of operations.

Cost of capital

The cost of capital represents the minimum return expected by the providers of capital. For equity
providers this includes the expected increase in the value of a company’s share.

Debt-to-equity ratio

Total long-term debt divided by total shareholders’ equity.

Deferred taxes

Assets and liabilities arising from the different treatment of transactions for financial and tax
reporting purposes.

Defined benefit obligation (DBO)

Defined benefit obligation (DBO) is the present value, without deducting any plan assets, of expected future payments (including compensation increase) required to settle the obligation resulting
from employee service in the current and prior periods.

Derivative

A financial instrument whose value varies with the value of an underlying asset (such as a stock,
bond, currency or commodity) or index (such as interest rates).

Dilution

Dilution is a reduction in earnings per share or an increase in loss per share resulting from the
assumption that convertible instruments are converted, that options or warrants are exercised,
or that ordinary shares are issued upon the satisfaction of specified conditions.

Discontinued operations

A component of an entity that either has been disposed of or is classified as held for sale and
r epresents a separate major line of business or geographical area of operations, is part of a single
coordinated plan to dispose of a separate major line of business or geographical area of operations
or is a subsidiary acquired exclusively with a view to resale.
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E

F

G

H

Equity investments

The investment in a company accounted for using the equity method (see below).

Equity method

The equity method is a method of accounting whereby the investment is initially recognized at
cost and adjusted thereafter for the post-acquisition change in the investor’s share of net assets
of the investee. The profit or loss of the investor includes the investor’s share of the profit or loss
of the investee.

Expected long-term rate of
return on pension plan assets

The average rate of earnings expected on plan assets.

Free cash flow

A measure of operative cash generation. It represents net cash provided by (used in) operating
 ctivities less cash used for additions to intangible assets and property, plant and equipment.
a

Functional costs

Functional costs include cost of sales, R&D expenses, marketing and selling expenses, and general
administration expenses.

Funded status of pension plan

The difference between a pension plan’s defined benefit obligation (DBO) and the fair market value
of assets designated to the pension plan (plan assets) as of a specific date.

GASC

Short for German Accounting Standards Committee. An independent registered association that
develops, among other things, accounting standards for application in the area of consolidated
financial reporting.

German GAAP

Short for Generally Accepted Accounting Principles in Germany. The accounting concepts,
measurements, techniques and standards of presentation used in financial statements in Germany
pursuant to the German Commercial Code (HGB).

Goodwill

The excess of cost of an acquisition over the fair value of net assets of the acquired entity.

Hedging

Use of derivatives to reduce risks (such as foreign currency exchange rates risk, interest rates risk
or credit risk).

Hybrid bond

A hybrid bond is a bond that, due to its subordination, bears the character of both debt and equity.

I

IFRS

Short for International Financial Reporting Standards, previously International Accounting
 tandards (IAS). According to the IAS as endorsed by the European Union, publicly traded
S
European Union companies are required to prepare their consolidated financial statements in
accordance with IFRS beginning January 2005 and/or January 2007 at the latest.

J

Joint venture

A joint venture is a contractual arrangement whereby two or more parties undertake an economic
activity that is subject to joint control.

L

Leasing

A lease is an agreement whereby the lessor conveys to the lessee in return for a payment or series
of payments the right to use an asset for an agreed period of time.

M

Medium-term note program

Flexible financing framework providing for the issuance of notes in rotation in the context of a
 rogram unrestricted in time (constant issue). The notes may be issued in several tranches, with
p
terms and conditions and time of issue being determined in accordance with then current goals
and prevailing market conditions.

Moody’s Investors Service

Independent rating agency that assesses securities investment and credit risk.

Net cash from operating
and investing activities

Total of cash provided by (used in) operating and investing activities as determined in the
 tatements of Cash Flow.
S

Net periodic benefit cost (NPBC)

The amount of pension costs recorded in the Statements of Income. Net periodic benefit cost
c omponents include service cost, interest cost, expected return on plan assets, amortization of
past service cost or benefits and gains or losses due to settlements and curtailments.

Net working capital

Total of current assets less current liabilites required for revenue generation. Includes inventories
and trade receivables, less trade payables and less customer prepayments

N
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R

R&D

Abbreviation for “research and development.”

Rating

Standardized evaluation of issuers’ credit standing and debt instruments, carried out by specialized
agencies (such as Standard & Poor’s or Moody’s Investors Service).

Return on capital employed (ROCE)

A measure for the efficiency and profitability of a company’s investments. It is an indicator of how
well a company is utilizing capital to generate profits.

Risk management

Systematic process to identify, assess and monitor various risk factors and to select and implement
measures to handle those risk factors.

SEC

Short for Securities and Exchange Commission. The primary federal agency in the U.S. responsible
for regulating the financial reporting practices of most publicly owned corporations in connection
with the buying and selling of stocks and bonds.

Standard & Poor’s

Independent rating agency that provides evaluation of securities investment and credit risk.

Stock options

Form of employee incentive and compensation. The employee is given an option to purchase a
company’s shares if certain targets are met under specified conditions.

U

U.S. GAAP

Short for United States Generally Accepted Accounting Principles used by companies based in
United States or listed on the U.S. stock markets.

V

Volatility

Standard deviation of the change in the value of a financial instrument with a specific time
horizon. It is often used to quantify the risk of the instrument over that time period.

S
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www.siemens.co.jp

Information resources
Further information on the contents of this
Annual Report is available at:

well as an annual analyst conference give journalists and ana-

Phone

+49 89 636-33443 (Media Relations)

nesses. The financial reports for the first three quarters are

+49 89 636-32474 (Investor Relations)

complemented by an extensive interim report comprising

Fax
E-mail
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+49 89 636-30085 (Media Relations)

management’s discussion and analysis as well as the Consoli-

+49 89 636-32830 (Investor Relations)

dated Financial Statements (with notes). These reports are

press@siemens.com
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Siemens also provides the SEC with the Annual Report on Form

Address

20-F. All of these financial reports are available at:
www.siemens.com/financial-reports.

Siemens AG
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Siemens’ financial calendar
Financial calendar 1

First-quarter financial report

Jan. 26, 2010

Annual Shareholders’ Meeting – Olympiahalle, Munich, 10:00 a.m.

Jan. 26, 2010

Ex-dividend date

Jan. 27, 2010

Second-quarter financial report and Semiannual Press Conference

Apr. 29, 2010

Third-quarter financial report

July 29, 2010

Preliminary figures for fiscal 2010 / Press conference

Nov. 11, 2010
Jan. 25, 2011

Annual Shareholders’ Meeting for fiscal 2010

1 	Provisional. Updates will be posted at: www.siemens.com/financial-calendar
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In dialogue with our investors
Investor relations
As the liaison between the capital market and our Company,

In fiscal 2009, Siemens was again named to the SAM Dow

we cultivate relationships with our stakeholders, keeping them

Jones Sustainability Index, capturing the No. 1 spot in the Di-

informed of major developments throughout Siemens and ge-

versified Industrials sector and achieving its overall best result

nerating confidence in our Company and the Siemens share.

to date. Siemens’ capital market communications also received
top marks from investors and analysts in prestigious rankings

At Siemens, we attach tremendous importance to open dia-

such as those compiled by Institutional Investor, IR Magazine

logue and transparent communication with our investors. Our

and Extel. Further information on investor relations and

Annual Shareholders’ Meeting is the year’s most important

Siemens’ share performance is available on the Internet.

platform for investor communications. In addition, we provide
the investment community with ongoing information on our

If you have any questions, please contact us at:

Company’s development in quarterly, semiannual and annual

Siemens AG

reports. We maintain close contact with investors and financial

Wittelsbacherplatz 2

analysts through roadshows, conferences and several hun

80333 Munich

dred individual presentations a year. Members of our top

Germany

management are personally on hand at many of these events

Phone

+49 89 636-32474

to answer questions from representatives of the capital mar-

Fax

+49 89 636-32830

kets.

E-mail

investorrelations@siemens.com
www.siemens.com/investors

Internet

The Siemens share
As of September 30, 2009, the capital stock of Siemens AG

form of American Depository Receipts (ADRs), with one ADR

totaled approximately €2.7 billion, representing some 914

corresponding to one Siemens share.

million no-par value shares in registered form. Of these
shares, about 866 million were outstanding at the end of

For fiscal 2009, we’re proposing a dividend of €1.60.1 De
spite the weakened economic environment, our dividend

fiscal 2009. Each share represents one vote at the Annual

has remained stable for the third year in a row. Our dividend

Shareholders’ Meeting. On September 30, 2009, Siemens

payout ratio for fiscal 2009 is 56 percent.2 We intend to con-

shares were listed on all German stock exchanges as well as

tinue pursuing an attractive dividend policy for our inves-

on stock exchanges in New York, London and Zurich. They

tors in the future.

were also traded on the stock exchange in Milan. On the
New York Stock Exchange, Siemens shares are traded in the
Share price

1 To be proposed at the Annual Shareholders’ Meeting
2 Anticipated dividend payment/Net income

Stock market information (in euros)
2009 1

2008 1

High

66.45

108.86

Low

35.52

64.91

Year-end

63.28

65.75

914

914

54,827

56,647

Stock price range
(Xetra closing prices, Frankfurt)
100

80

Number of shares (year-end, in millions)
Market capitalization
(year-end, in millions of euros) 2

60

Sept. 30, 2008
Siemens
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Segment information
Company structure
Industry Automation
Drive Technologies
Building Technologies
OSRAM
Industry Solutions
Mobility

Industry
Our Industry Sector offers a complete spectrum of products, services and solutions for the efficient use
of resources and energy and improvements of productivity in industry and infrastructure. Its integrated
technologies and holistic solutions address primarily industrial customers, such as process and manufacturing industries, and infrastructure customers, especially in the areas of transport, buildings and
utilities. The portfolio spans industry automation and drives products and services, building, lighting
and mobility solutions and services, and system integration and solutions for plant businesses.

Managing Board of Siemens AG 1
Peter Löscher

Revenue  € 35.043 billion

Fossil Power Generation1
Renewable Energy
Oil & Gas1
Power Transmission
Power Distribution

Corporate
Communications and
Government Affairs

Energy
Our Energy Sector offers a wide spectrum of products, services and solutions for the generation, transmission and distribution of power, and the extraction, conversion and transport of oil and gas. It primarily
addresses the needs of energy providers, but also serves industrial companies, particularly in the oil
and gas industry.

€ 3.315 billion

Workflow & Solutions
Diagnostics

Peter Y. Solmssen

Barbara Kux

Heinrich Hiesinger

Wolfgang Dehen

Hermann Requardt

Corporate Finance
and Controlling

Corporate
Human Resources

Corporate
Legal and Compliance

Corporate Supply
Chain Management

Industry

Energy

Healthcare

Siemens Financial Services

Europe, Commonwealth
of Independent States (C.I.S.),
Africa, Middle East

Americas

Corporate Sustainability

Corporate Information
Technology

Asia, Australia

Corporate Technology

Global Shared
Services

Equity Investments
Siemens Real Estate

Industry Sector I Heinrich Hiesinger

Energy Sector I Wolfgang Dehen

Healthcare Sector I Hermann Requardt

Cross-Sector Businesses

Industry Automation I

Fossil Power Generation I

Imaging & IT I

Siemens IT Solutions and Services I Christian Oecking

1 Financial results relating to the Energy Service Division are reflected in the Fossil Power Generation and the Oil & Gas Divisions.

Drive Technologies I
Imaging & IT

Siegfried Russwurm

Siemens IT Solutions  
and Services

Corporate
Development

Revenue  € 25.793 billion
Profit 

Joe Kaeser

President and Chief Executive Officer

€ 2.701 billion

Profit 

Anton S. Huber

Klaus Helmrich

Healthcare

Building Technologies I

Our Healthcare Sector offers customers a comprehensive portfolio of medical solutions across the
value-added chain – ranging from medical imaging to in-vitro diagnostics to interventional systems and
clinical information technology systems – all from a single source. In addition, the Sector provides technical maintenance, professional and consulting services, and, together with Siemens Financial Services,
financing to assist customers in purchasing the Sector’s products.

OSRAM I

Johannes Milde

Mobility I

Oil & Gas I

Jens Michael Wegmann

Hans-Jörg Grundmann

René Umlauft

Tom Blades

Energy Service I

Martin Goetzeler

Industry Solutions I

Renewable Energy I

Michael Süß

Bernd Montag

Workflow & Solutions I
Diagnostics I

(acting)
Thomas Miller

Siemens Financial Services I

Dominik Asam

Donal Quinn

Cross-Sector Services

Randy H. Zwirn

Power Transmission I Udo Niehage
  
Power Distribution I Ralf Christian

Global Shared Services I
Siemens Real Estate I

Hannes Apitzsch

Zsolt Sluitner

Revenue  € 11.927 billion
€ 1.450 billion

Nokia Siemens Networks
BSH Bosch und Siemens
Hausgeräte GmbH

Profit 

Profit 

€ 4.686 billion
€ 90 million

Siemens Financial Services
Profit 
Total
assets 

In general, Equity Investments comprises equity stakes held by Siemens that are accounted for by the
equity method, at cost or as current available-for-sale financial assets and which are not allocated to a
Sector, a Cross-Sector Business, Siemens Real Estate (SRE), Pensions or Corporate Treasury for strategic
reasons. Major components of Equity Investments include our 50% stakes in Nokia Siemens Networks B.V.
(NSN) and BSH Bosch und Siemens Hausgeräte GmbH (BSH), our 49% stake in Enterprise Networks
Holdings B.V. (EN), and our 49% stake in Krauss-Maffei Wegmann GmbH & Co. KG.

€ (1.851) billion

Siemens IT Solutions
and Services
Revenue 

Regional Clusters

Equity Investments

Major
investments

€ 304 million
€ 11.704 billion

Cross-Sector Businesses
Siemens IT Solutions and Services designs, builds and operates both discrete and large scale information
and communications systems and offers comprehensive information technology and communications
solutions from a single source both to third parties and to other Siemens entities. Siemens Financial
Services is an international provider of financial solutions in the business-to-business area. SFS supports
Siemens as well as third parties in the three industry areas of industry, energy, and healthcare. SFS
finances infrastructure, equipment and working capital and supports and advises Siemens concerning
financial risk and investment management. By integrating financing expertise and industrial knowhow, SFS creates value for its customers and helps them strengthen their competitiveness.

Company structure

Profit 

Europe, C.I.S., Africa, Middle East

Americas

Asia, Australia

Germany I

USA I

North East Asia I

Josef Winter

North West Europe I

Andreas J. Goss

Canada I

South West Europe I

Francisco Belil

Meso-America I

Central Eastern Europe I
Russia / Central Asia I
Africa I

Brigitte Ederer

Dietrich Möller

Brazil I

Roland Aurich
Louise Koopman Goeser

Adilson Primo

Austral-Andina I

Heinz Consul

South Asia I
Japan I

Richard Hausmann

Armin Bruck

Peter Zapf

Pacific I

Albert Goller

ASEAN I

Lothar Herrmann

Dirk Hoke

Middle East I

1

Peter Y. Solmssen (acting)

Erich Käser

See also pages 8 and 9 of Book I and page 216 of Book II.

As of December 15, 2009
Members of the Supervisory Board are listed on pages 212 and 213 of Book II.
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Industry
Our Industry Sector offers a complete spectrum of products, services and solutions for the efficient use
of resources and energy and improvements of productivity in industry and infrastructure. Its integrated
technologies and holistic solutions address primarily industrial customers, such as process and manufacturing industries, and infrastructure customers, especially in the areas of transport, buildings and
utilities. The portfolio spans industry automation and drives products and services, building, lighting
and mobility solutions and services, and system integration and solutions for plant businesses.
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Energy
Our Energy Sector offers a wide spectrum of products, services and solutions for the generation, transmission and distribution of power, and the extraction, conversion and transport of oil and gas. It primarily
addresses the needs of energy providers, but also serves industrial companies, particularly in the oil
and gas industry.
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1 Financial results relating to the Energy Service Division are reflected in the Fossil Power Generation and the Oil & Gas Divisions.
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Revenue  € 25.793 billion
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Joe Kaeser

President and Chief Executive Officer

€ 2.701 billion

Profit 

Anton S. Huber

Klaus Helmrich

Healthcare
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Our Healthcare Sector offers customers a comprehensive portfolio of medical solutions across the
value-added chain – ranging from medical imaging to in-vitro diagnostics to interventional systems and
clinical information technology systems – all from a single source. In addition, the Sector provides technical maintenance, professional and consulting services, and, together with Siemens Financial Services,
financing to assist customers in purchasing the Sector’s products.
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Revenue  € 11.927 billion
€ 1.450 billion

Nokia Siemens Networks
BSH Bosch und Siemens
Hausgeräte GmbH

Profit 

Profit 

€ 4.686 billion
€ 90 million

Siemens Financial Services
Profit 
Total
assets 

In general, Equity Investments comprises equity stakes held by Siemens that are accounted for by the
equity method, at cost or as current available-for-sale financial assets and which are not allocated to a
Sector, a Cross-Sector Business, Siemens Real Estate (SRE), Pensions or Corporate Treasury for strategic
reasons. Major components of Equity Investments include our 50% stakes in Nokia Siemens Networks B.V.
(NSN) and BSH Bosch und Siemens Hausgeräte GmbH (BSH), our 49% stake in Enterprise Networks
Holdings B.V. (EN), and our 49% stake in Krauss-Maffei Wegmann GmbH & Co. KG.

€ (1.851) billion

Siemens IT Solutions
and Services
Revenue 

Regional Clusters

Equity Investments

Major
investments

€ 304 million
€ 11.704 billion

Cross-Sector Businesses
Siemens IT Solutions and Services designs, builds and operates both discrete and large scale information
and communications systems and offers comprehensive information technology and communications
solutions from a single source both to third parties and to other Siemens entities. Siemens Financial
Services is an international provider of financial solutions in the business-to-business area. SFS supports
Siemens as well as third parties in the three industry areas of industry, energy, and healthcare. SFS
finances infrastructure, equipment and working capital and supports and advises Siemens concerning
financial risk and investment management. By integrating financing expertise and industrial knowhow, SFS creates value for its customers and helps them strengthen their competitiveness.
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See also pages 8 and 9 of Book I and page 216 of Book II.

As of December 15, 2009
Members of the Supervisory Board are listed on pages 212 and 213 of Book II.
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