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Project Management?

QUESTION : 15 QUALITY
MORE IMPORTANT THAM |
OBEYING THE LALJ?

!

I Eg f i
1M SURE ITS IN
| THE TOP FOUR. |

LMHAT IF LE
HAD TO LIE
TO ACHIEVE

L ( 00H...I FORGOT

[ remereer, quaLTTY W B quesTion: Ts 1T | '-
ABOUT THAT ONE.

| IS QUR TOP PRIORITY. [ MORE IMPORTANT
THAM SAFETY?

£ 2004 Scoit Adams, Inc. [T, by VRS, inc.

IF WE COULD MAXIMIZE
SHAREHOLDER VALUE

BY SELLIMG LOWER
QUALITY ITEMS...

. LJOULDNT LE HAVE
A FIDUCIARY RESPOM- |
SIBILITY TO DO IT?

w0 DL oom

QUALTITY?
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Unternehmen - Umsatz 2004 Gewinn/Verlust 2004
in Mio. Dollar  Veriind. in % * in Mio. Dollar Verand. in %

Royal Dutch/Shell 337522 27,9 18 183 47,7
Exxon Mobil 298 035 20,8 25330 17,8
Wal-Mart * 285 222 11.3 10 267 13,4
BP 285 059 22,6 15731 50,1
General Motors 193 517 41 2805 —26,6
- DaimlerChrysler 192 319 11,9 (4,1) 3338 491,8 (450,4)
Toyota © 173 232 59 (7,3) 10937 -0,5 (0,8)
Ford 171 652 45 3487 604,4
Total 167 351 27,1 (17.2) 12 328 33,4 (23,1)
Mitsubishi ¢ ’ 159 983 99(12,9) 1703 53,0 (57,2)
General Electric 152 866 t 135 16819 10,4
Chevron 151 156 25,9 13328 o+ 843
ConocoPhillips 136 916 30,3 8129 n7
Mitsui © 127 136 7,9(10,8) 1131 71,9 (77,1)
Volkswagen 121337 13,7 (4,9) 923 —25,1 (-30,9)
NTT® 100 990 =5,1 (-2,6) 6637 7,5(10,3)
Carrefour 99 112 11,7 (3.1) 1891 -7.8(-14,9)
IBM 96 293 80 8430 11,2
?T“T.E"s 92 TI 1 7'1 “’3) 4 21‘J[:’Sl'jddeutsche Zeitunq.%zb%.i&%',%). 24
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SIEMENS

That's SIEMENS

® A global leader in electrical and electronic engineering

® Comprehensive range of products, systems, solutions and services
— from light emitting diodes to power stations

® More than 80 percent of business involves investment goods and infrastructure systems
® Annual sales of approximately € 75 billion, 80% of revenue outside Germany

® 430,000 employees in more than 190 countries all over the world
(164,000 Germany, 266,000 abroad)

® Shares in the hands of 1,000,000 stockholders, half of them international investors
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Siemens is a multi-business company SIEMENS
with six Business Areas

Information and
Communications

iaati Automation and : Transportation . . nelr
Communications Drives Power Generation Systems Medical Solutions OSRAM n
... | g
Siemens Business !Sndlu?_trial g _Ii_’ower o q Siemens VDO Y .
Services olutions an ransmission an Automotive

Services Distribution
|

Siemens Building
Technologies

-

» A company of this size needs an efficient
organizational and management structure

A W

22.8 bn € 19.7 bn € 11.1 bn € 13.3bn € 7bn€ 42bn€
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. SIEMENS
Performance of Siemens Share
as compared with important Indices
and with General Electric
400% Stock Performance
vs. 01. Oct. 1998
§ 300% -
3 | Siemens +150% |
S 200% - incl. dividends
% ‘ Dow Jones +54% ‘
g 100% ~ ‘ Nasdaq +28% ‘
é’ F ‘ Dow Jones Stoxx+29% ‘
S oo [ DAX +18% |
| General Electric +57% |
'100% T T T T T T T T T T T T T T T T T T T T T T T T T T

D f 14th 2
Okt98 Oki99 Oki00 OkiOL Oki02 OKkt03 Okt04 Okto D@ @s of October 14th 2005
Share Price Siemens: 63,24 €

Quelle: Datastream
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Performance of Siemens Share
as compared with important Competitors

700%
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0%

SIEMENS

Performance

(incl. dividends,
home currency)
vs. 01. Oct. 1998

Siemens +150%

Philips +99%

Nokia +93%

GE +57%

Emerson +39%

Ericsson +11%

Alcatel -19%

ABB -36%

Alstom -83%

HH

-100% +————

T T T T T L —

T

Okt98  Okt99  Okt00  Okt01

Okt 02

Okt 03

Okt 04

Okt 05 Data as of Oktober 14th 2005

Share Price Siemens: 63,24 €
Quelle: Datastream
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SIEMENS
The Siemens Market Value ...
Market Value of Major Companies (in Bill. Uss$)
October 14th, 2005
364"
131"
108"
75" "
o >3 34"
B 0 Eac::
- - B
o @V e o © 0 e
%7\ %\e‘(\ N N o Q,\ ™ Q\oc\(\
Sales (Bill. US$) 162" 96" 25" 39" 90" 41" 36" 17" 17" 5"
Employees (Thsd.) 307. 369. 37. 55. 438. 258. 160. 108. 103. 21
Sales Multiple 22 14 44 19 0,8 13 09 1,7 09 20
I 10/14/2005: Siemens Stock Price 63,24 €, 1 € = 1,2081 US$

51) .
_|'I Gastvortrag an der ETH Zrich 30.01.2006
JJ.I Prof. Dr. Hermann Englberger 12




Strategic optimization at Siemens

® Good strategic positioning / portfolio management
— Attractive markets
— Good business quality

® Operational excellence
— Leader in Innovation
— Global Presence
— World Class Processes

® Maximum leverage and development of synergies

SIEMENS

® high returns compared to the
lead to competition

® high positive cash flows

Gastvortrag an der ETH Zrich 30.01.2006
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SIEMENS
Criteria for Portfolio Management
& Attractive markets e Continuous growth
e High earnings potential
e Global set up
e Low volatility
& Attr_active _ e | eading technology position
business quality e Leading market position
(No. 1 or No. 2)
e Global value added
e High profitability
® Synergies
Each business is evaluated by these criteria
Gastvortrag an der ETH Zrich 30.01.2006

Prof. Dr. Hermann Englberger

14




SIEMENS
Siemens' Business Portfolio

high
Industry growth,
value enhancement .
potential medium
rather low
strong, not strong, weak
market-leaders  market follower
| ’ Market position, Strength
51)
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_ _ _ _ _ SIEMENS
Attractive earnings only possible in leading
market positions. Clear goal for No. 1/ No. 2
positions
Returns depend strongly on market position
(Analysis of the businesses of Siemens)
Average
return of
businesses in
the respective
grouping
A A A A
No. 1 No. 2 No. 3 No. 4 Market pOSitiOﬂ of
— and weaker businesses
Siemens' sales share today: 65%
r I Goal: > 80%
1]
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SIEMENS

Core elements of operational excellence at Siemens

e Leader in innovation
e Global presence

e World class processes

51)
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SIEMENS

Speed in innovation is critical —
need for optimized innovation processes

Shares of sales with products ...

.. 5years and younger

.. 6to 10 years

.. more than 10 years

1980 1985 2004

|
N .
Gastvortrag an der ETH Zrich 30.01.2006
JJ.I Prof. Dr. Hermann Englberger 18




Investoren fordern und honorieren Innovationen

Durchschnittliche jahrliche Wertsteigerung
in % von 1990 bis 2004

S&P500
Nasdag 100
Nat. Semi.
Cond.
Microsoft |
N
sap I >
(=}

SUN Micro.
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SIEMENS

Pictures of the Future: Detailed description of
all relevant trends of our business segments

Inférmation & qupmu_h:igé;i“ons ) )
¥ el m Socio-economic effects
® society
® life of work
m Markets
® size
® growth
® geographical
m Trends
- /o, ® customer
""’_:_..;,' VF’“:&' f,'/ * structural
SN T el * technological
g ”‘f%ﬁ’hé m Technologies
Th Nk B0 ® growth
- Automation & Control - (] multiple impact
s LT * disruptive
SRS = New business
B“-“‘ _’li_‘s ’ ‘*‘:2"'/ opportunities
2 E?} g * economic value
et L U ® joint competence
24]
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6. Kondratieff-Zyklus: Gesundheit — Lebensqualitit - Individualitat

health
steam engine steel electronic petrol chemistry information  quality of life
cotton railroad chemistry automobile technology individuality

ANVANYANVANVANYA
V V V V V

1. Kondratieff 2. Kondratieff 3. Kondratieff 4. Kondratieff 5. Kondratieff 6. Kondratieff
1800 1850 1900 1950 1990 20XX
|

41]
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SIEMENS
Global sales distribution

Siemens sales by Europe
region in % 75%

56%

Other countries

pily Germany
1992 2004

‘,

4% 8%
%, -—
1992 2004

Americas Asia-Pacific
24%
13% 8% 1'2%
kI USA P 4%| China
1992 2004 1992 2004
-4]
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SIEMENS

Reasons for shifting value added

e Proximity to markets and customers
e Exploit capabilities and know-how

e Competitive position in terms of costs

Regions and countries are assessed on the basis of these criteria

_|"J'I Gastvortrag an der ETH Zrich 30.01.2006
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SIEMENS

Identify and manage potential areas of synergy

g

Portfolio Management & Operational Excellence

i

Technology/joint R&D

Procurement

Processes

Shared Services

Leverage of Markets/Customer
Management

Brand

2
<
>
D
=
=
D
(2]
I N D N N S .
I N D N N S .
I N D N N S .
N BN BN BN B N .
I I B B S . E—
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SIEMENS

Key Account Management & Market Clusters:
Additional Revenues through systematic Cross Selling Example

KeyAccounts MarketClusters

Govern ports &
ment  Harbours

(AT High rise

NU— buildings
Telefoncca

PHILIPS I Gy N -
E ﬂggop Airorts h . '.
Healthcare

AMAGNA / Stadlums
| B niTaN

HYDRO TESCO COOK

Systematic
e CrossSelling
Deeper Account penetration Deeper Cluster penetration
through continuous through hunting
customer focus replicable projects
Increase in Revenues and Market share
_|"J'I Gastvortrag an der ETH Zrich 30.01.2006
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SIEMENS

Siemens offers a wide range of products,

solutions and services for hospitals
Example

' Medical systems

for diagnosis and therapy
with electronic archiving

and communication of results

Information and

communication

Integrated personal computer and telephone

network for doctors, patients and administration
Power

Reliable supply including emergency

power supply

Building technology | PO_tentlal for
Control and monitoring of resources, air h OS p |ta| aCCO u nts

conditioning, elevators and parking garages

Building management

Products, systems and service
for building management

Financial services
Financing from project planning
through to handover to customer

Lighting

From the hospital room to the operating theater

I
SOUﬁE' ﬁlﬁs 9
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Historische Entwicklung der IT in Unternehmen

A

zentralisiert

Grof3rechner,
Massentransaktionen

PCs,
Blrokommunikation

Kosten-
senkung

dezentralisiert

v

1960 1980 2000
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Corporate Strategy und Corporate IT

= |T strategic alignment
= 2 ,Schulen®

IT ist ,enabler”
neuer Geschafts- /
modelle, schafft
Wettbewerbsvorteile

oI T IS a commodity*,
d.h. austauschbare
Standardleistung

= SchlUsselfrage: Ist IT eine Kernkompetenz?

_|"J'I Gastvortrag an der ETH Zrich 30.01.2006
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SIEMENS

ClO playing fields and activities:
Processes & Data, Applications, and IT infrastructure

Processes = Harmonize business processes

& Data = Standardize support processes

= Consolidate IT infrastructure
IT Infrastructure :
= Develop shared IT services

|
N .
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Process Management requires a Process

SIEMENS
House, Rules, and clear Responsibilities
Process House established as a Corporate Standard
Management Processes
Strategic Planning & Financial Planning & . Legal & Social
ot
Business Processes
Plan Understand Sell Care
Supply Chain Management (SCM)
’ Plan ‘ Source ‘ ’ Make ‘ ’ Deliver ‘ ’ Return ‘
Product Lifecycle Management (PLM)
I Plan “’I:’Arod. Portfolio“ Define “ Realize Commercialize|| Phase out |
anagement
Support Processes
Quality Ez\gﬁﬁng ent, Human Financial Procurement E\rf(())(r:rensastiin Communi- | Real Estate
Management Safety Resources |Management Management cation Management
|
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SIEMENS
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Siemens is one of the largest software developers in the world

Software developers 2003, in FTE

30,000

23,000

20,800*

8,800%
5,400

SIEMENS

* Product R&D {incl. software development)

Gastvortrag an der ETH Zrich
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SIEMENS
Corporate Shared Services

Objective: improve the competitive position

. Reduced cost
Increased quality

through ...
through ...
... Working towards top Buqd!(a.d S oe
industry benchmarks activities and scale
Business -
.. Growing expertise in lenders sre freed . Harmqnlzed SR
support processes up to focus on their optimized
core processes processes
5 ?:?;;i.gﬁ?;ahty At ... Coordinated off-
N enel oent shoring / outsourcing

r |
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