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M&A Investment at Siemens SIEMENS

- Cumulated over the last 10 years: 32 bn Euro

Siemens M&A investments, large deals named

Bayer

8 - Diagnostics, ,
Acquisitions, net of UGS 5

7 cash acquired in bn €
6 - Dade
Efficient Behring |
5 Networks,
ATECS, :
4 aTECS, “°USO"  ATECS Flender,
SMS CTl, |
VA-Tech, |
3 1 Bonus
2 Red-
stone, Alstom Fllter ;
1 A |

T T T il _—I

98/99 99/00 00/01 01/02 02/03 03/04 04/05 05/06 06/07 07/08 | Q1 08/09

. N Siemens Fiscal Year
Source: Siemens Annual Reports and Financial Statements,

Consolidated Statements of Cash Flow
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... the Recent Acquisitions
Reflect our Strategies

Energy and
Environment

Automatization and Control
of Industrial & Public Infrastructure

Health Systems

Prof. Dr.-Ing. Kai Lucks

SIEMENS

VA Tech
Wheelabrator
Sustec
Bonus

US Filter
Flender
Robicon

Berwanger
VA Tech
Electrium
UGS

Shared Medical
CTI

DPC

Bayer Diagnostics
GSD

Dade Behring



Complex M&A
In the Medical
Sector



SIEMENS

We Created the World’s Leading Diagnostics Company

Acquisition of DPC, Bayer, Dade Market leadership
Dade

Behring

Bayer

DPC

1) Merger agreement with Ventana announced 22 Jan 08
Ventana (2006 sales: $238m, €193m)
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Siemens has Established a Structured
Integration Process

1-2 Months

Closing

~ 6 Months

4 ~1Year

SIEMENS
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Complex M&A
In the Industry
Sector



Mechanical and control design will converge in next 10 yea rs

PLM SW vendors PLC SW and HW vendors
(UGS, Dassault Systemes, PTC) (Siemens, Rockwell, Schneider)

Mechanical Design Automation and Control Design Operation

Automation

Mechanical Design + i
Designer

Control Design Operation

Operation

PLC
code
converter
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Overall integration success will be measured in three dimens

1 Financials / customer 2 Milestones 3 People
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Complex M&A
In the Energy
Sector



Bonus Acquisition
Strategic Motivation for Entry in Wind Power

Strengths Bonus Combination Strengths Siemens

Proven Technology Offshore Turnkey Financial Strenght
. Competence GlobalSales- and Purchasing
Broad Client Base . _ Network
_ Ability to Mange Big
Loyal and experienced Projects Local Presence
Employees Enf d Penetrat ¢ Strong Client Basis
nforced Penetration o - :

Singular Offshore- New Markets Group—lnter_na_l Synergies
Experience e.g. Tranmission Gears,

,one stop“ Supplier Generators

Siemens Wind Power
indizierter Umsatz [2005 = 100]

Wind Market [GW]

A ~380
0,
+15 % p.a. e ~143 Building Up a BT
Strong Global Supplier
; . ~250
8.1 With Continuous Growth
of Market Share 80
FY + FY + FY | ; FY + FY + FY |
2004 2006 2008 2004 2006 2008

Goal: Superproportional Growth by Rolling Out of Le ading Bonus-

Technologie in International Markets



Bonus Integration: Master Plan/Schedule

Business Business plan/ ’ Manufacturing blue print ’ ’ Business strategy/ Detailed
Development target setting (incl. local content concept) planning process investment plan
Sales_ / Country ’ ’ Concept for Country implemen- ’ ’Overall partner BTA agreements ’
Marketing prioritization German distributor tation roadmaps concepts with key countries
Jun 0%
Projekt Evaluation process ‘ Best practice process ’ Shortlist potential ’ Introduction of new
Management / risk structure (L&l D) blueprint contracting partners processes at key REs
Contract Interim 'S Blueprint formal 'S Implementation Standard contract
Management LOA process LOA process formal LOA process portfolio
Entwicklun Collaboration agreem. R&D roadmap
9 PR SRl ’ ’with A&D and PTD ‘(incl. direct drive)
Einkauf Baseline: contracts, Identification of major‘ Introduction of ’ ’ Realization of
processes, volumes saving measures harmonized process quick win savings
Accounting Connection to Key PG reporting ’ Introduction Integration key ‘
Siemens cash mgmt requirem. US GAAP financial processes
IT > Roadmap for applicat. ‘ Standard Siemens ‘ Harmonization of collaboration ’
and infrastructure network connection tools and applications
Sep 05
HR Template monthly key Lernl e Competence profile
> figure reporting ’ P ’ ’

of key employees and positions

Structure with 9 Integration Teams plus Communicati on;

Time Necessitated Around 6 Months



M&A
Performance
IS the Key
Challenge



High Failure Rates
M&A performance is generally Big M&As are even weaker
weak
High Sales Vol. own unit - 20
High Sales Vol. - 38
T . - - » Candidate T
Employees Candidat ="
~ = — — Multiple Countries
g :éj’) g f«” § % Failure % Deviation of complex M&A from
2 g 5 g & Rate average
f s & X X
s S

=) M&A s a high challenge
=) Professionalism promising significant

Improvements

(1) ATKearney Analysis in “Transatlantic Mergers & Acqusitions™(Ed Kailcucks;2005)



M&A Performance through Experience Management

Improvement of
performance ()

+55@
Program Improve-
ment
No Potential
Program
7,4 @

(a) = McK Performance index

90% more synergies

Improvement
Potential
Average M&A | Top
Performer Performer

Ability of handling size ©®

All deals average

-36%
(many Improvement
Empl) Potential
-56%
(many [Big deals average
countr)

Limited data assessment, representative
study still outstanding

Companies with professional M&A-Management could strongly improve their

results

Sources: (1) Mc Kinsey.- (2) Accenture .- (3) Lucks: Transatlantic M&A, Managment of Complex M&A Projects




Corporate
M&A
Knowledge
Management



How to Manage Acquisitions in a Complex Organizatio n

Corporate
Strategy
Corporate
3 Sectors
30 Divisic
Business 0 Busine ald

Strategy

Strategic management of the entire Group on the bas  is of
strategically defined business units. Siemens has 1 20 business fields.



Experience Management for M&A

Average M&A Cases per Year: 50 17 1 0,1

1400 Foreign
Participations

[

1 Corporate

Strong Reasons for Concentration of Experience Management
at Corporate and Sector Headquarters



Approach

Explicit
Knowledge

Tacit
Knowledge

Center of Competence M&A Integration

M&A Integration Knowledge Base

A
e Standard Process A\
e Documented Know How A

e Experts Projects
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The Integral M&A Concept: Closed Loop Aproach

Strategic Planning

Transaction

Preparatory
Project
Start

Business Case

< Know-How Transfer (CoC M&A Integration)

Contract Management >
I I

Implementation & Controlling >

| |/

Integration Preparation

Business Management

Experience management is key to M&A success




Knowledge Base on the Intranet

Process

General information
about the M&A
Integration process and
related material.

Management &

Controlling

Controlling and project
management framework for
overall integration
management tasks

Modules

Detailed information about
integration actions. Each
module offers success factors,
methods, milestones, examples
and contacts.

Network & Transfer
Facilitates knowledge
exchange and best practice
sharing with contacts,
newsletter, current activities,
events and training offer.

Prof. Dr.-Ing. Kai Lucks

Access to the Website
Only a closed user group has
access to it. As a part of the
registering process the
Knowledge Base Team will
check the user data before
providing access. All users are
obliged to treat the material to
the advantage of Siemens
only.



Complexity
Management
In M&A



Project Categories

Integrated
Acquisition-
Reengineering

Acquisition
only

Defining the Project Type

closing

closing

Overlap:
Cost Cutting

closing

closing

Complementarity:
Technology



Experience Management: Project Challenge Drivers

Sales Vol. own unit

Cultural 1 Sales Vol.
Change candidate
Locations
. Employees
Reduction (11 2 oMe 3 owrllO ’
estrycturi
Manufacturing Employees
hegds 10 candidate
reduction
Improve- 9
ment Complexity
S Countries
. 8 6
Value Chain 7 Locations

Businesses



Westinghouse: Huge Efforts to Ensure Success

/\/

300
250
200 Team_
Capacity
150 | (Fulltime
100 Heads)
50
0
(since 1992:)
E:’fe Analysis | | Internal Team ,Washington*
Joint Exploratory
Negotiation
S
1995

1997 A

T
Product Post Closing Integration
Spectrum Teams
|
fal\élt%?#]—g Change Management Teams
| |
Implementation Support Team
Antitrust
Filing
I

199&

1999 2000

Signing 11/97 Closing 10/98



Experience Management

Osram - Sylvania

PG — Westinghouse

SV — Huntsville

Restructurin Volume

@)

Complexity

Restructurin Volume

Complexity

Restructurin Volume

Complexity

Lamp consumer products

Combined sales 15b.€
Combined employees 27,900
EBIT improvement goal 188 m. €
Factory transfer 8

Power gen systems

Combined sales 7b. €
Combined employees 18,500
EBIT improvement goal 1.3b. US$
Factory transfer 4

Automotive components

Combined sales 46Db. €
Combined employees 21,700
EBIT improvement goal 140 m. €
Factory transfer none

1994...

1999...
Prof. Dr.-Ing. Kai Lucks

2004...




The M&A Process House

Preparatory Transaction Implementation

Project P-Vor- 90
Start lage, [DEVS

General Project Management

Core Processes

Strategy & Structure

Dealmaking

Change Management

Support Processes — cross functional (e.g. Valuation )

Support Processes —functional (e.g. HR)

VVVY

Prof. Dr.-Ing. Kai Lucks



Standardization through the Reference-Project Model

o | L | | ]
as€S  preparatory Phase Transaction Phase »‘ Implementation Phase
| |
I I
[Strategy Check] [Strategy Review] || Strategic Controlling |
StrategyEand- + Path Screenind
® & Planning [Business Case | || _Business Plan |
ﬁ [_Exploration | || Due Diligence ||[Legal Preparat. | |Legal Permission||Due Diligence 2||| Financial Acquisition Controlling |
8 Dealmaking | Deal Structure. | [ Legal Implementation |
a [ Negotiation + Contracts ||IClosing preparatl| Post Closing Contract Management
= I .y 1 |
o . .
@) [__Val. Chain + Locations _|
Structure [ Integration Concept | | Integration Preparation ||[_Organization + Processes |
& [ Levers ||| Measures Program. |
Change | Change Program. |
[Readiness Plan|| [100-D-Implem.] | [1-Year-Implem.]| [Cont. Improvem]
Support | >
Processes
Functional | >
Processes
Business Example: Supply Chain (Purchasing, Production, Dell ivery, Maintenance...) >
Processes
Gates A A A A A A A
_ Official Negot. Invest. Signing Closing 100 Days 1 Year
Start Appl. Appl.



Outlook
2009



Consolidation Will Go on...

Source: AT Kearney Special Analysis for BM&A Nov 2006



The Global M&A-Market will Recover

US, China, Germany cross-boarder transaction volumes in 2007

Source : Thompson Financial, DB analysis
Note: Analysis based on announced deal volumes; data change due to perpetual updates



Complex M&A Projects Can Become Successful
— Even in Heavy Weathers

Prof. Dr.-Ing. Kai Lucks




