Sustalnlng profltablllty
in changing markets
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SIEMENS

Continued execution of our strategy leads to Group
profit performance in the 10-13% range

. Segment Segment
Sales Mix Profit Target Profit Target
Other Businesses 4% 8-12%
EPC 5% 4-6%
-Q0,

Component 24% Sk

18-22%
Service 14%

FY02 FYO5e
3 Key Levers Follow-Through

* Maximize LTPs
*Invest in new products and concepts
*Selective acquisitions

1. Service Growth

* Product problems behind us
*Strict management controls
(LOA process) in place

2. Business Mix Discipline

* Restructure Factory Network

(1t steps taken)
* Re-size overhead in-line with future outlook
* Product cost reduction initiative

3. Optimize Business Structure

Power Generation 1



SIEMENS

What | will cover today

» Strong results
» New unit market development
» Leading market positions in all segments

» Strategies for sustainable profitability

May 2003
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SIEMENS

Power Generation — Product & service scope

Group Executive

Management Klaus Voges, Andreas Kley, Norbert Konig, Randy Zwirn

Fossil Power Industrial Stationary
E ~ Generation (F) 7 Applications (I) Fuel Cells (SFC)
- * Small turbines and power
plants

* Gas turbines and Econopacs

* Turbocompressors and

* Gas turbine power plants and :
drives

combined-cycle plants
* Service

+ Alstom Industrial Turbines®

* Steam turbines and power
plants

* Electrical generators

- Instrumentation

* Service
— = & Controls

LA Power

.. =N Generation (L)

e Instrumentation and control
systems

* |T solutions for power plant
management

* Service

Regional offices worldwide

Integrated global network for Power Generation



SIEMENS

PG business results

H1 FYO03 H1 FY02 FY02 FYO1
Orders 4,483 7,498 10,586 12,219
thereof international % 91% 96% 93% 95%
Sales 3,476 4,748 9,446 8,563
thereof international % 94% 97% 96% 94%
Group profit 671 752 1,582 634
% of sales 19.3 15.8 16.7 7.4
Net cash from operating 71 883 662 2,045
and investing activities
Net capital employed 430 (1,247) (144) (1,020)
Capital spending® 85 91 300 351
% of sales 2.4 1.9 3.2 4.1
Employees (in 1,000) 25.2 26.8 25.9 26.5
thereof international 13.0 13.7 13.8 13.5

May 2003



Sample of recent orders ...

SIEMENS

* Nikola Tesla: Power

e San Lorenzo: 360MW, GTPP Plant Refurbishment

e Tuxpan: 180MW, GTPP

Germany Sweden
* Ludwigshafen (BASF): 470MW, CCPP * Forsmark: Steam Turbine -
« Niehl Il: 405MW, CCPP Service il
* Nanhai: 4 Steam
\ ) turbosets (4 x 60MW)
Spain e Jian Lin: 2 Turbosets
ACUIEEL S « Arrubal: 780MW, CCPP A
u.S. : Isr:i/rifeer;:r; Lrggqg(TL%rDr)n * Palos de la Frontera:
« Ameren: 374MW, GTPP 9 | 1,700MW, CCPP /
« Eunice: LTP 4 x W501F e « Arrubal: O&M 2 V94.3A
* Reliant: 3 Long Term
Service Programs (LTP) Israel
Morocco e ° Hagit (IEC): 365MW, CCPP \
e Tahaddart: A
390MW, CCPP South Korea
/ * Yulchon: 577MW, CCPP
Serbia * Incheon: 550 MW, CCPP
Mexico

Bangladesh
* Mymensingh:
Turboset, I&C, BoP

Australia

e Townsville: 2 Steam Turbines

Bahrain

* Bahrain: Gas Turbine
Refurbishment, 1&C

Kuwait
e Az Zour: 1,000MW, GTPP

May 2003 ...demonstrates our global diversity



Long term market development

is positive ...

SIEMENS

200 Asian market boom in
the early 90s replaced
_ by the market boomin |/
Strong penetration the USA !
of nuclear energy
150
Overestimated
demand,
response to oil
price crises

power dem

"Fll m

(o)}

arket *)

Oversupply
in the USA,
response to
economical
uncertainties

Alltypes of power plants with power output > 1 MW
0

... but cyclical
May 2003



Leverage proven technology position SIEMENS
within 50 Hz market

May 2003



SIEMENS

Market implications for GT and ST shipments

Gas Turbines (GT)
(# of units)

114
96
67
~ 60
50
] I i

FY99 FYO00 FYO01 FY02 FY03e FY04e

Steam Turbines (ST)
(# of units)

29
25
20 4 ~20 1045
i B H

FY99 FYO0O0 FYO1 FY02 FYO03e FYO04e

» New charter for Hamilton (60Hz GT manufacturing site):

* Focus on regional service

= Capability to manufacture components used in new engines and service

» Resize turbine assembly capabilities to market needs

» New unit market development requires ongoing capacity adjustments

May 2003




SIEMENS

Leading market positions in key segments ...

4

@ ALSTOM =
L J6) ALSTOM | Al LS
m DRESSER-RAND
e MAN

TUREO

19 (][] &
FRAPEP EMERSON.. INvensys

... serve as basis for future profitability
May 2003



Innovation
leadership

Service
growth

Business
excellence

Portfolio
optimization

May 2003

Solid strategies will further strengthen SIEMENS
our position ...

» Innovation leadership
» Service growth
» Business excellence

» Portfolio optimization

... and secure sustainable profitability



Understanding the core value drivers for
our customers’ success

Most important drivers for
customer net present value

Life-cycle cost

Service High efficiency

Service | Short construction time

growth

S Advanced operating flexibility
Excellence High reliability

Portfolio

optimization Increased availability

Turbines High net output

Turbines Environmental friendliness

optimization

May 2003
Power Generation 11



SIEMENS

“Best available technology and solutions”

Gas Turbine

Innovation
leadership

Service | 48 50/0*)

growth efficiency

e

saEGQEn. 253MW

efficiency GT power output

Business
excellence

Portfolio
optimization

The 907 MW Boxberg lignite- Combined-cycle The W501G (253MW) is the World s
fired power plant achieved a Mainz Wiesbaden/Germany: most efficient and largest 60Hz gas
world record in steam turbine- 398 MW, efficiency > 58 % turbine in commercial operation,
generator efficiency, reaching at Lakeland.

48.5%.

...creating competitiveness and profitability

May 2003



SIEMENS
Advanced reference power plants ...

Reference Power Plants

Innovation

leadership prOVide

Service

growth Each month reduced construction

time equals an NPV for our
Business customer of € 5 million
excellence

Portfolio
optimization

May 2003 ...creating additional customer value added



Be on top of the global market

with integrated I&C solutions SIEMENS

IT

Innovation 5 /A%,
leadership S %,
%
service e.g. consolidation of distributed e.g. optimized offering of
growth : " Process . o
control rooms in one centralized Automation free generation capacities at spot
Business control room: Customer benefit _ Lo market: Customer benefit
EUR 1 million / year L Res e EUR 0.5 million / GW / year
excellence
Portfolio e
optimization . - w 2 0
5 Power Generation = ==
' 4 - Management S kAR BT
E— Optimization & transparency based T :
q on vast experience in complete >

power plant technology

... generating profit for all power generation companies
May 2003



Innovation
leadership

Service
growth

Business
excellence

Portfolio
optimization

May 2003

Extensive level of service and support with
LTP/O&M technologies... AL A

EUR 2.8 M})er 1%
incre 1114Y

A

> o™
- o
O <)

© N

= o\

S 5

< ,;g} ‘

2es
W&
T
NOLLIP L1P Ol
supported supported supported

LTP: Long Term Service Program
O&M: Operation & Maintenance
Customer benefit calculated for CCPP with ~800MW

... geared to optimum operating economy and availability



Diagnostics monitoring provides real time
feedback and artificial intelligence... SIEMENS

Innovation
leadership

VVLI\

Service
growth

Business
excellence

Portfolio
optimization

...to anticipate operational problems before they occur

May 2003



Total fossil service market is SIEMENS

EUR 95 billion and growing ...
Maint/Mods

Non-OEM Fleet Operations

Innovation

leadership EUR 29
Service

growth

Business MESSG;E;VI;m
excellence \ j
Portfolio : -

Non-OEM Fleet
Operations

optimization
PG Fleet
BoP EUR 7

PG Fleet Maint/Mods

PG Fleet Operations PG Fleet BoP -

EUR 8 >
PG Fleet Operations

... a broader view of the market generates

May 2003 new growth opportunities



Our installed fleet provides strong basis for SIEMENS
future profitable growth (installed fleet in GW as of 2002)

[] Nuclear

G [ Fossil
Americas Europe
484 s
Innovation -
leadership
318
Service - i3
growth 50 ° Asia Pacific
. A 110 109
Business 87 AlStom Siemens GE MHI 74 74
excellence
22
| €€ :

Portfolio GE Siemens Alstom MHI MHI GE Siemens Alstom
optimization Total World: Africa & Middle East

: 67

2900 GW 928 %ﬂ’%
- Alstom GE Siemens MHI
696

2

166

Siemens PG is strong in all regions

May 2003 GE Siemens Alstom MHI Other



Innovation
leadership

Service
growth

Business
excellence

Portfolio
optimization

May 2003

, SIEMENS
Examples of service successes...

Seabank PPL Susquehanna Constellation
Un|ts 11 and 12 Units 1 and 2 High Desert

. Umted Kingdom = Luzerne County, Pennsylvania, = Victorville, California, USA

= \V94.3A Combined Cycle Power . EZAN lear P Plant i Combingd Cycle‘Power Plant
Plant N L;Cfar OV(\j/elr anC i ®= Integrating Services and

i ® New Rotors and Inner Cylinders Instrumentation & Controls
755 MW Turnkey = Turnkey capabilities

" 6-Year Long-Term Program = Both units to be uprated by = 7-year integrated solution

80MW each " BoP maintenance, 1&C LTSP
Improving the base Service on other Expand service
OEM turbines beyond the turboset



Innovation
leadership

Service
growth

Business
excellence

Portfolio
optimization

May 2003

Our strategic concept will enlarge our SIEMENS

historical market coverage

Companies in the Turbo Services Network (TSN)

Turbine
* Service Ltd

* i Gas Y '@ Gas Turbine Technology
Turbine Services (Fiat Avio)

Turbine
* Services
Thailand

Masaood

b servests |

Brown

The strategic approach of TSN:

» An in-house network of independent third-party service providers
» Competitive cost structure, fast response and flexibility

» Target mature fleet of the other OEMs

» Recapture our own mature fleet penetrated by competitors

» Provide services for fossil and industrial segments

TSN ... A key element for the service segment growth



Innovation
leadership

Service
growth

Business
excellence

Portfolio
optimization

May 2003

Business excellence.. ..
Driving performance leadership

Business excellence
programs

» Value generation program

» top+ Quality with Six Sigma

» Benchmark projects

» Central functions

optimization program

» Manufacturing network

optimization

SIEMENS

Examples for value generation initiatives

» Non-conformance costs reduction

» Achieve product cost benchmark targets

» Optimize product life cycle costs

» Aggressively grow the service business

» Re-size to match the changing marketplace

» Utilize IT to streamline and optimised processes
» Standardize our product offerings

Established initiatives drive
substantial cost optimization
in millions of euros Product

cost

Fixed savings

NCC assets Additional

izi i optimization savings
Re-sizing reduction OP

900 Additiona

benefit

already
achieved

FYO5e

* Westinghouse acquisition synergies

Power Generation

21



The acquisition of Alstom’s Industrial Turbine
business ...

Compressor train | Turbines / drives | Industrial power

Steam turbine
Innovation
leadership

Service
growth

Electric drive

Business S A _ Steam turbine
excellence W TS @c
Portfolio e 8§ Combined heat and
optimization power

Gas turbine

May 2003
Power Generation 22



An improved position within Industrial SIEMENS
Applications...

Strategic benefits of Alstom Industrial Turbine
acquisition:

Innovation

\eadership » PG taps attractive Oil & Gas market with full portfolio of products,
meﬁ attracting new customers and opportunities for PG

R » Installed fleet of 3,500 gas turbines and 4,100 steam turbines allow
excellence continuous expansion into attractive service business

Portfolio » Combination of Alstom and Siemens Industrial Steam Turbines
optimization establishes leading position in markets and technology

» Siemens sales channels into Oil & Gas industry and into Power
Generation industry and its international presence create excellent
opportunities for product selling

» Excellent track record for smooth and successful integration through
Westinghouse and Demag Delaval acquisitions

... will lead to profitable growth
May 2003



Innovation
leadership

Service
growth

Business
excellence

Portfolio
optimization

May 2003

Scope of Alstom’s Industrial business is

complementary to current PG product line

Alstom’s major manufacturing sites

Finspong, SWD

Nuremberg, GER

Brno, CZE

Three segments:

» GT < 15 MW (,,small gas turbines”) in

Lincoln (UK)

» GT 15 - 50 MW (,medium gas turbines”)

in Finspong (SWD)

» ST <100 MW in Finspong (SWD),
Brno (CZE) and Nuremberg (GER)

SIEMENS

Combined GT Market Coverage

(Mw)

1265

V94.3A

1253

W501.G

1190

V94.2A

W501.F

1187

Siemens

V94.2

1157

W501.D5A

1121

GTX100

GT10C

E GT10B

_,9 GT35C
L

<C Cyclone

Tempest

Tornado

Typhoon




Our strategies are in place and will secure SIEMENS
sustainable profitability...

» Leading market position
» Innovation leadership

» Service growth

» Business excellence

» Portfolio optimization

May 2003



Proposition

May 2003

Strategic focus

Value

Vision

SIEMENS

The most responsive source of solutions
to improve customer operating plant
competitiveness and profitability

e GJooglinvision, capabilities, and performance ...

e Locally focused by remaining 7iz/c/ Hcs=2cand
through cisiorizr inticcy ...

e Committed to operating plant s2rvice ..,

e A supplier of innovative and environmentally responsible
iacrirology~oasacd solitiors to enable our customers

——

to improve profitability

e A company which enhances group firicricicl parforridrics
to maintain long-term industry leadership and market success



Siemens Investor Relations Team SIEMENS

Webpage: http://lwww.siemens.com — Investor Relations
e-mail: Investorrelations@siemens.com
Fax: +49-89-636-32830

May 2003
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