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Introduction

Siemens Healthineers AG’s Half-year Financial Report complies with the applicable legal requirements of the German Securities
Trading Act (Wertpapierhandelsgesetz — WpHG) and comprises condensed Half-year Consolidated Financial Statements, an Inter-
im Group Management Report and a Responsibility statement in accordance with §115 WpHG.

The Half-year Consolidated Financial Statements are in accordance with International Financial Reporting Standards (“IFRS") ap-
plicable to interim financial reporting as issued by the International Accounting Standards Board (“IASB”) and as adopted by the
European Union (“EU").

Due to rounding, numbers presented throughout this and other documents may not add up precisely to the totals provided and
percentages may not precisely reflect the absolute figures.
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Interim Group Management
Report

A.1 Business environment

A.1.1 Organization and business description

We are a medical technology company with activities in nu-
merous countries around the world. Siemens Healthineers
comprises Siemens Healthineers AG, a stock corporation under
the laws of the Federal Republic of Germany, as the parent
company and its subsidiaries. Siemens Healthineers AG has its
registered seat in Munich, Germany, and is registered with the
commercial register (Handelsregister) of the local court
(Amtsgericht) of Munich, Germany, under docket number HRB
237558. Siemens Healthineers AG was founded and registered
in the Commercial Register in December 2017. As of March 31,
2018, Siemens Healthineers had around 49 thousand employ-
ees. Siemens Healthineers AG, whose fiscal year ends on Sep-
tember 30 of each calendar year, operates as the holding
company of Siemens Healthineers Group, also referred to as
“Siemens Healthineers” or “Group”. The Group’s business is
conducted by Siemens Healthcare GmbH and its direct and
indirect subsidiaries as well as the direct and indirect subsidiar-
ies of Siemens Healthineers Beteiligungen GmbH & Co. KG.

Siemens Healthineers is a global provider of healthcare solu-
tions and services with unique presence and scale in an attrac-
tive market. With our three leading businesses and holistic
system competence, we develop, manufacture and distribute a
diverse range of market-leading and innovative imaging, diag-
nostic and advanced therapies products and services to
healthcare providers around the world. We also provide medi-
cal technology and software solutions as well as clinical con-
sulting services, supported by a complete set of training and
service offerings. This comprehensive portfolio supports cus-
tomers along the continuum of care — from prevention and
early detection to diagnosis, treatment and follow-up care.

Our business activities are to a certain extent resilient to short-
term economic trends as large portions of our Revenue stems
from recurring business. We are, however, dependent on regu-
latory and public policy developments around the world.

The global healthcare market served by Siemens Healthineers
is transforming, putting healthcare providers under pressure
for better outcomes at lower cost. Drivers of this transfor-
mation include increasing societal resistance to healthcare
costs, payers becoming more professional, a shift to value-
based reimbursement, chronic disease burdens and rapid
scientific progress. As a result, healthcare providers are consol-
idating into networked structures, resulting in larger clinic and
laboratory chains — often internationally — which act increas-
ingly like large enterprises. Applying this industrial logic to the
healthcare market can lead to systematic improvements in
quality, while at the same time reducing costs. To capture
these benefits, regulatory schemes around the world increas-
ingly seek to shift healthcare incentive systems away from a
basis in number of procedures to a basis in outcomes
achieved.
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Our business operations are divided into three segments:
Imaging, Diagnostics and Advanced Therapies.

Our Imaging segment is a leading global provider of imaging
products and services. Our most important products within
this segment are modalities comprising of magnetic reso-
nance, computed tomography, x-ray systems, molecular imag-
ing or ultrasound.

Our Diagnostics segment is a leading global provider of diag-
nostic products and services in laboratory, molecular and point
of care diagnostics, including critical and chronical care which
we provide to healthcare providers.

Our Advanced Therapies segment is a leading global player in
the production of highly-integrated products, solutions and
services across multiple clinical fields, which we provide to
therapy departments of healthcare providers. Our Advanced
Therapies products facilitate minimally invasive treatment
through the use of image-guided therapy, which have experi-
enced growth in recent years in areas such as cardiology, in-
terventional radiology, surgery and radiation oncology. Our
most important products within this segment are the Angio
systems and the Mobile C-arm.

Within these three segments we provide comprehensive ser-
vices along the entire customer value chain including consult-
ing, design, maintenance, operational management, training
and education services. Our services integrate such offerings
as equipment performance management, clinical education
and elearning, asset management, managed departmental
services, consulting, Digital Ecosystem and population health
management.

A.1.2 Developments due to the separation from
Siemens Group

Changes in corporate structure and separation from
Siemens Group

Our corporate structure has changed substantially in the first-
half of the current fiscal year and the periods before in the
context of the separation from Siemens AG and its subsidiaries
("Siemens Group”). In the wake of several country-specific
carve-outs, Siemens Group's healthcare-related activities,
services and corporate support functions not held by separate,
healthcare-dedicated legal entities were in the first step
carved-out from Siemens AG and the relevant Siemens region-
al companies and transferred to newly established or pre-
existing healthcare-dedicated legal entities. In the second step,
Siemens Healthineers AG registered in Munich, Germany, was
established in a notarial foundation deed in December 2017,
and several healthcare-related entities still held by Siemens AG
or its direct and indirect subsidiaries were contributed against
shares or sold and transferred to direct or indirect subsidiaries
of Siemens Healthineers AG to further complete a stand-alone
legal group structure.

Dividends and domination and profit and loss transfer
agreement

Siemens Healthcare GmbH and Siemens AG were parties to a
domination and profit and loss transfer agreement, which was
consensually terminated by both parties with effect as of
March 31, 2018. The Net income of Siemens Healthcare GmbH
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according to the German GAAP financial statements for the six
months ended March 31, 2018 is transferred to Siemens AG
for the last time. Irrespective of the transfer of the Net income
of Siemens Healthcare GmbH to Siemens AG for the six
months ended March 31, 2018, it is intended that the amount
of the fiscal year 2018 dividend to be paid by Siemens
Healthineers AG in 2019 will be calculated based on Siemens
Healthineers Net income in accordance with International
Financial Reporting Standards (“IFRS") generated during the
entire period from October 1, 2017 until September 30, 2018,
as if such profit transfer pursuant to the domination and profit
and loss transfer agreement for the six months ended March
31, 2018 had not occurred.

Capital measures

As of March 31, 2018, the share capital of Siemens Healthi-
neers AG amounts to €1.0 billion and is divided into
1,000,000,000 ordinary registered shares with no par value
(auf den Namen lautende Stiickaktien). The share capital has
been fully paid up. Siemens Healthineers AG’s shares were
created pursuant to the laws of Germany. Siemens Healthi-
neers AG’s share capital has developed as follows: Siemens
Healthineers AG was established with an original share capital
of €50 thousand against contribution in cash. On February 2,
2018, the extraordinary shareholders’ meeting resolved to
increase Siemens Healthineers AG’s share capital from €50
thousand to €1.0 billion by issuing 999,950,000 new shares.
The consummation of the capital increase was registered with
the commercial register of the local court in Munich, Germany,
on February 9, 2018.

On February 19, 2018, Siemens Healthineers AG's extraordi-
nary shareholders’ meeting resolved to create an authorized
capital. The resolution was entered into the commercial regis-
ter on February 27, 2018. Thereunder, the Managing Board is
authorized, subject to the Supervisory Board's prior consent, to
increase Siemens Healthineers AG’s share capital on one or
more occasions until February 18, 2023 by up to €500 million
by issuing up to 500,000,000 new ordinary registered shares
with no par value against cash and/or contributions in kind.

On February 19, 2018, Siemens Healthineers AG's extraordi-
nary shareholders’ meeting resolved to create a conditional
capital. Siemens Healthineers AG's share capital is conditional-
ly increased by up to €100 million by issuance of up to
100,000,000 new ordinary registered shares with no par val-
ue. The conditional capital increase may only be implemented
to grant shares when holders of bonds issued by Siemens
Healthineers AG or a controlled entity until February 18, 2023
exercise conversion rights or warrants or conversion obliga-
tions or warrants are fulfilled vis-a-vis such holders and insofar
as other forms of fulfillment are not used.

The Managing Board is authorized to issue bearer or registered
bonds in an aggregate principal amount of up to €6.0 billion
with conversion rights (convertible bonds) or with bearer or
registered warrants attached (warrant bonds), or a combina-
tion of these instruments, entitling the holders/creditors to
subscribe to up to 100,000,000 new ordinary registered shares
of Siemens Healthineers AG with no par value, representing a
pro rata amount of up to €100 million of the share capital.

The extraordinary shareholders’ meeting held on February 19,
2018 authorized the Managing Board to repurchase shares of
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Siemens Healthineers AG until February 18, 2023 for every
permissible purpose, up to a limit of 10% of its share capital as
of the date of the resolution or as of the date on which the
authorization is exercised if the latter value is lower. As of
March 31, 2018, Siemens Healthineers AG does not hold any
of its own shares, nor does a third party hold any shares on
behalf of, or on the account of, Siemens Healthineers AG.

Initial public offering (“IPO")

On March 16, 2018 Siemens Healthineers AG successfully
performed its stock market debut with its shares trading for
the first time on the Frankfurt Stock Exchange. On March 29,
2018, Siemens Healthineers AG share closed on the Frankfurt
Stock Exchange at € 33.39, which was well above the place-
ment price of € 28.00. In total, 150,000,000 existing ordinary
registered shares (including over-allotments), representing a
free float of 15%, were placed at the IPO by Siemens Group
which received the resulting proceeds. Siemens Group holds a
85% stake in Siemens Healthineers AG following the IPO and
will retain a majority stake in the long-term. Siemens Healthi-
neers AG's shares, trading under the ticker symbol SHL, are
listed in the Regulated Market (Prime Standard) of the Frank-
furt Stock Exchange.

A.1.3 Research and development

Our research and development (“R&D") activities are ultimately
geared towards developing innovative, sustainable solutions
for our customers and simultaneously safeguarding our com-
petitiveness. Consequently, we are focusing our R&D activities
on a number of selected technologies and innovation fields.
Siemens Healthineers' R&D activities include the development
of innovative product lines which use new technologies such
as digitalization or artificial intelligence. This will, amongst
other results, enable faster handling of medical information
and can lead to more precise and personalized clinical deci-
sions. It also promises added value: New computer algorithms
can detect hidden patterns in the data and give physicians
valuable support for diagnosis and therapy decisions.

In addition to constantly innovating our portfolio, Siemens
Healthineers continuously extends existing products and solu-
tions. Our customers’ performance improves with systems
such as the recently launched Atellica. This laboratory diagnos-
tics platform transports samples ten times faster than previous
systems and it is also more flexible.

The services business is expanding beyond product related
services by adding a digital services portfolio and increasing
enterprise transformation services to help customers in their
transition to outcome-focused care. A major step forward is
the Digital Ecosystem platform which links healthcare provid-
ers and solution providers to one another as well as brings
together their data, applications and services. Users gain new
insights through data analytics and use it to network with their
peers.

Our own R&D workforce operates globally in different R&D
sites. The distribution of our development workforce across an
internationally balanced network of sites enables us to better
cater to the needs of local markets and gives us access to local
talent pools, allowing us to hire the best people available for
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the job. We supplement our internal capabilities through our
relationships with strategic partners.

In the six months ended March 31, 2018, we reported R&D
expenses of €614 million, compared to €606 million in the six
months ended March 31, 2017. The resulting R&D intensity,
defined as the ratio of R&D expenses and Revenue, was 9.6%
in the six months ended March 31, 2018, compared to the
R&D intensity of 9.0% in the six months ended March 31,
2017. Additions to capitalized development expenses
amounted to €61 million in the six months ended March 31,
2018, compared to €93 million in the six months ended March
31, 2017. Depreciation of capitalized development expenses
amounted to €40 million in the six months ended March 31,
2018, compared to €28 million in the six months ended March
31, 2017.
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A.2 Economic environment

A.2.1 Worldwide economic environment

The growth rate of the global economy started to diminish
during the six months ended March 31, 2018. The expansion
of world gross domestic product (“GDP”), which amounted to
3.0% in calendar year 2017 and was the strongest for the last
five years, is still projected to rise to 3.1% in calendar year
2018 (based on market exchange rates). The global upswing
was broad-based on a regional and structural basis. In both
emerging markets and advanced countries, economic activity
kept growing; whereas the growth in advanced countries
started to stagnate. Uncertainties stemming mainly from
(geo)political risks such as impending trade tariffs and further
protectionist measures had limited effects on the global econ-
omy. The partially estimated figures presented here are based
on forecasts and statistics of the World Bank and the Interna-
tional Monetary Fund ("IMF").

A.2.2 Market development

In addition to the above mentioned global economic develop-
ments, our addressable markets are shaped by four major
trends. Our business is driven by various demographic trends
including the growing and ageing global population. This
increase poses major challenges to the global healthcare sys-
tems and, at the same time, opportunities for us as the de-
mand for cost efficient healthcare solutions is intensifying. The
second trend relates to the economic development in emerg-
ing countries that leads to improved access to healthcare. Due
to a growing middle class, there continues to be significant
investment in the expansion of private and public healthcare
systems, driving overall growth. The third trend is the increase
in chronic diseases which is being driven by an ageing popula-
tion and environmental and lifestyle-related changes. The last
global trend with considerable effect on our business devel-
opment is the transformation of healthcare providers. Due to
increasing cost pressure on the healthcare sector, new remu-
neration models for healthcare services are being introduced.
Digitalization and artificial intelligence are likely to be key
enablers for healthcare providers as they increasingly focus
more on enhancing the overall patient experience, under-
pinned by better outcomes and overall reduction in cost of
care.

While demand for our products continues to grow, this trend
was partially offset by price pressure on new purchases and
increased utilization rates for installed systems. The develop-
ment in the Imaging segment benefits from a wider range of
applications and increasing patient access to imaging technol-
ogy. The market for Diagnostics is expanding due to popula-
tion and income growth in emerging markets and the rising
importance of diagnostics in improving healthcare quality.
Growth in the area of molecular diagnostics was particularly
strong, driven by technological advances and a broader spec-
trum of applications. For the healthcare industry as a whole,
the trend towards consolidation continues. Competition
among the leading companies is strong, especially with regard
to price.
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The Imaging market is benefiting from a paradigm shift to-
wards precision medicine and increasing utilization of imaging
devices in therapy, screening and intervention. These trends
will continue to drive the demand for broader imaging ap-
plicability and digitalization. Furthermore, as developments in
artificial intelligence, big data and deep machine learning
continue to direct the future of population health manage-
ment, highly intelligent imaging systems will continue to be-
come critical to the management and delivery of care. The
global Imaging market in fiscal year 2016 was estimated to be
€17.4 billion and is expected to grow at a compound annual
growth rate ("CAGR") of 3% from 2016 to 2021, with Asia-
Pacific being the largest and fastest growing geographical
region at a CAGR of 5% over the same time period. The global
market is expected to be driven by sustainable underlying
trends across imaging modalities and geographies.

The Diagnostics market is fragmented with global players
competing internationally across market segments, but also
facing competition from several regional players and special-
ized companies with niche technologies. The Diagnostics mar-
ket is subject to a number of fundamental drivers that are
expected to drive the Diagnostics industry going forward.
Firstly, increased awareness of wellness testing along with a
rise in non-communicable diseases is pushing a broader seg-
ment of the population to engage in more regular prevention
tests. Secondly, the increased demand from emerging markets
supported by economic growth, the increase in addressable
market and the expansion of universal health and primary care
models in these emerging markets benefits our growth, also
due to rising expenditures by governments in developing
countries expanding the healthcare infrastructure to rural
communities. Finally, the improvement of diagnostics tech-
niques, potential for newer tests and an increased focus to-
wards precision medicine are expected to drive incremental
market expansion. The global Diagnostics market (including
molecular services) amounted to approximately €31 billion in
fiscal year 2016 with an expected CAGR of 6% from 2016 to
2021.

The Advanced Therapies market is largely influenced by proce-
dural developments. It is estimated that approximately half of
the procedure growth is resulting in equipment growth. For
example, open surgery as a standard procedure for operations
is accompanied by long recovery time, high risk of complica-
tions and high costs for hospitals. Driven by technological
innovations in imaging, robotics, medical devices and IT, min-
imally invasive procedures are emerging as the new standard
as they counteract the disadvantages and result in, among
other things, lower risks of complications, smaller scars, faster
recovery time, less post-operation pain, shorter hospital stays
and less incurred costs. Aside from this, new and complex
procedures across all interventional clinical disciplines require
complex technological devices supporting these procedures.
The market for our Advanced Therapies products in fiscal year
2016 (excluding radiation oncology) was estimated to be €2.8
billion and is expected to grow at a CAGR of 4% from 2016 to
2021. Market growth is primarily driven by sustainable growth
trends across clinical fields and particularly across minimally
invasive procedures.
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A.3 Financial performance system

Key performance indicators (“KPIs")

Our primary measure for managing and controlling our Reve-
nue growth is Comparable revenue growth, because it shows
the development in our business net of currency translation
effects, which arise from the external environment outside of
our control, and portfolio effects, which involve business activ-
ities which are either new to or no longer a part of our busi-
ness.

We use Profit margin as indicator for evaluating our operating
performance. Profit is defined as Income before income taxes,
Financing interest, certain pension costs and Amortization
expenses of intangible assets acquired in business combina-
tions. Profit margin is defined as Profit of Siemens Healthi-
neers or of the respective segment, divided by its (Total) Reve-
nue. For Siemens Healthineers Revenue is defined as consoli-
dated Siemens Healthineers Revenue as reported in the Con-
solidated Statements of Income. On a segment level Revenue
is defined as Total revenue, including Siemens Healthineers’
Intersegment revenue. In the six months ended March 31,
2018, Siemens Healthineers incurred exceptional expenses for
IPO charges, which are related to one-time external costs di-
rectly linked to the offering and are shown in central items and
severance charges related to costs in connection with person-
nel restructuring programs. These charges were special items
that did not reflect the underlying performance of the busi-
ness and, therefore, adversely affected the comparability of
the Profit. Therefore, we adjust Profit (as defined above) and
the Profit margin figures for these one-time effects ("Adjusted
profit” and “Adjusted profit margin”). For the calculation of
Adjusted profit margin the same Revenue definitions as de-
scribed above are applied. For the reporting period a reconcili-
ation of Profit and Profit margin to Adjusted profit and Adjust-
ed profit margin is depicted in the tables in chapter 4.2. In-
come.

Both KPIs, Comparable revenue growth and (Adjusted) Profit
margin are measured and used for management, controlling
and for the evaluation of the operating performance of each
segment and of Siemens Healthineers in total.

Dividend

We intend to provide an attractive return to our shareholders.
Therefore, we intend to propose a dividend whose distribution
volume is within a dividend payout range of 50% to 60% of
Net income, which we may adjust for this purpose to exclude
selected exceptional non-cash effects.
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A.4 Results of operations

A.4.1 Revenue by region and segment

Revenue decreased by €298 million, or 4%, from €6,723 mil-
lion for the six months ended March 31, 2017 to €6,425 mil-
lion for the six months ended March 31, 2018. On a compara-
ble basis Revenue increased in the first half of fiscal year 2018
year by 3% driven by the Imaging and Advanced Therapies
segments.

Negative currency translation effects took seven percentage
points from revenue growth; portfolio transactions had a min-
imal effect on overall Revenue development year-over-year.

|
Revenue by region (location of customer)

First Half % Change
(in millions of €) 2018 2017 Act. Comp.
Europe, C.I.S., Africa, Middle East 2% 5%
therein Germany 7% -5%
Americas -10% 0%
therein U.S. -11% -1%
Asia, Australia -2% 5%
therein China 12% 16%
Siemens Healthineers -4% 3%

First Half % Change
(in millions of €) 2018 2017 Act. Comp.
Siemens Healthineers 6,425 -4% 3%
therein Imaging i -2% 5%
therein Diagnostics 1,899 —-8% 0%
therein Advanced Therapies - 7 20 —2% 5%

The strong Comparable revenue growth in the Europe, C.I.S,
Africa, Middle East ("EMEA") region was supported by all seg-
ments including a very sharp increase in Advanced Therapies.
In Germany, a slight growth in Diagnostics was offset by a
sharp decline in Imaging.
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In the Americas, Revenue growth was flat year-over-year on a
comparable basis. A moderate increase in Imaging was offset
by a decline in Diagnostics.

Revenue in Asia, Australia was clearly up year-over-year on a
comparable basis. Growth within the region was driven by the
extraordinary performance in China, which grew across all
segments, especially Imaging.

The total demand for our products has increased which sup-
ports our short- and mid-term growth aspirations.

The Total revenue generated by our Imaging segment in-
creased by 5% on a comparable basis, with contributions from
all businesses. In particular, Magnetic Resonance (“MR")
showed significant growth based on its continued innovation
leadership. Due to negative currency translation effects, Reve-
nue as reported decreased by €91 million, or 2%, from €3,980
million for the six months ended March 31, 2017 to €3,889
million for the six months ended March 31, 2018. On a re-
gional basis, all three regions contributed to comparable Reve-
nue growth: Asia, Australia was driven by the fast growing
market in China, while growth in the Americas was impacted
by uncertainties related to healthcare reimbursement in the
U.S. EMEA shows a mixed picture with some countries under
pressure, e.g. Germany.

The Comparable revenue growth generated by our Diagnostics
segment remained flat in the first half fiscal year 2018. Due to
negative currency translation effects Revenue as reported
decreased by €158 million, or 8%, from €2,057 million for the
six months ended March 31, 2017 to €1,899 million for the six
months ended March 31, 2018. On a geographical basis, the
solid growth in EMEA and Asia, Australia was offset by a de-
crease in Americas.

The Total revenue generated by our Advanced Therapies seg-
ment decreased by €18 million, or 2%, from €738 million for
the six months ended March 31, 2017 to €720 million for the
six months ended March 31, 2018. On a comparable basis the
revenue increased by 5%, driven by EMEA and China. This
Revenue growth in Advanced Therapies has primarily been
influenced by the structural shift from open surgeries to more
minimally invasive procedures in which our products (and
related services) play an integral role.
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A.4.2 Income

Reconciliation from Profit to Adjusted profit (margin) and Net
income.

First half
(in millions of €) 2018 2017

Profit
therein Imaging

therein Diagnostics

therein Advanced Therapies

Severance charges and IPO costs 126

Adjusted profit 1,107

therein Imaging

therein Diagnostics

therein Advanced Therapies 139

Adjusted profit margin

therein Imaging

therein Diagnostics

therein Advanced Therapies

First half
(in millions of €) 2018 2017

Profit

Financing interest

PPA amortization
Income tax expenses

Net Income

Profit decreased by €197 million, or 16.7%, from €1,177 mil-
lion for the six months ended March 31, 2017 to €980 million
for the six months ended March 31, 2018. The decrease was
primarily due to significant negative currency effects and IPO
costs. In the six months ended March 31, 2018 we encoun-
tered one-off effects due to the IPO costs as well as severance
charges amounting to €126 million. Thereof, severance charg-
es were €33 million (first half FY 2017: €26 million).

Excluding severance charges and IPO costs the Adjusted profit
was lower than in the prior year. The Adjusted profit margin
decreased from 17.9% for the six months ended March 31,
2017 to 17.2% for the six months ended March 31, 2018.

Research and development expenses increased by €8 million,
or 1%, from €606 million for the six months ended March 31,
2017 to €614 million for the six months ended March 31,
2018.

Selling and general administrative expenses decreased by €44
million, or 4%, from €1,109 million for the six months ended
March 31, 2017 to €1,065 million for the six months ended
March 31, 2018. The decrease was due primarily to positive
currency translation effects; on a comparable basis the ex-
penses increased modestly.
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Financing interest decreased by €34 million, from €140 million
for the six months ended March 31, 2017 to €106 million for
the six months ended March 31, 2018. This decrease was due
primarily to the repayment of loans during the legal reorgani-
zation at their fair value resulting in a gain of €27 million.

Income tax expenses decreased by €102 million, or 35%, from
€294 million for the six months ended March 31, 2017 to
€192 million for the six months ended March 31, 2018. The
decrease was due primarily to the completion tax audits and a
lower Income before Income taxes. Our effective income tax
rate decreased from 31% in the six months ended March 31,
2017 to 24% in the six months ended March 31, 2018.

Based on the effects stated above Net income decreased by
€48 million, or 7%, from €666 million for the six months end-
ed March 31, 2017 to €618 million for the six months ended
March 31, 2018.

Profit of total segments (i.e. the sum of profit for each of the
segments excluding central items and reconciliation) de-
creased by €95 million, or 8% from €1,198 million for the six
months ended March 31, 2017 to €1,103 million for the six
months ended March 31, 2018.

The Profit generated by the Imaging segment was negatively
impacted by currency effects and decreased by €13 million, or
2%, from €755 million for the six months ended March 31,
2017 to €742 million for the six months ended March 31,
2018. In the six months ended March 31, 2018, €14 million
severance charges were excluded from Profit in order to obtain
the Adjusted profit. This results in an Adjusted profit margin of
19.4%, which is slightly above prior year level, despite severe
headwinds from currency effects. Overall, profitability in the
six months ended March 31, 2018 is supported by strong
Comparable revenue growth.

The Profit generated by the Diagnostics segment decreased by
€51 million, or 19%, from €275 million for the six months
ended March 31, 2017 to €224 million for the six months
ended March 31, 2018. In the six months ended March 31,
2018, €10 million severance charges were excluded from
Profit in order to obtain the Adjusted profit and the Adjusted
profit margin of 12.3% compared to 13.9% for the six months
ended March 31, 2017. The decrease was due primarily to
transition to Atellica Solution.

The Profit generated by the Advanced Therapies segment
decreased by €31 million, or 18%, from €168 million for the
six months ended March 31, 2017 to €137 million for the six
months ended March 31, 2018. In the six months ended
March 31, 2018, €1 million severance charges were excluded
from Profit in order to obtain the Adjusted profit and the Ad-
justed profit margin of 19.3% compared to 22.9% for the six
months ended March 31, 2017. The Adjusted profit resulted in
€139 million compared to €169 million in the prior period. The
decrease was due primarily to adverse currency effects and
investments in our mid- and long-term plan for a significant
portfolio evolution.
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A.5 Asset positions
]

Mar 31, Sep 30, %
(in millions of €) 2018 2017 Change
Current assets 6,890
Non-currentassets 11937
Totalassets 18,828

Our Total assets in the six months ended March 31, 2018 were
influenced by negative currency translation effects driven by
the development of the U.S. dollar.

Current assets

The bundling of the Siemens Healthineers AG’s cash manage-
ment activities towards Siemens Group results in a balance
sheet contraction impacting receivables and liabilities to Sie-
mens Group. Receivables from Siemens Group decreased from
€2,991 million as of September 30, 2017 to €1,687 million as
of March 31, 2018.

This effect was partly offset by an increase in operating work-
ing capital, mainly in Inventories. This reflects investments into
Atellica ramp-up and to secure supply capabilities.

Non-current assets

The non-current assets decreased by €1,382 million, or 10%,
primarily driven by a decrease in Other receivables from Sie-
mens Group from €1,365 million as of September 30, 2017 to
€0 as of March 31, 2018, in the course of refinancing of Sie-
mens Healthineers prior to the IPO.

The Property, plant and equipment increased mainly related to
equipment leased to Diagnostics’ customers, Advances to
suppliers and construction in progress.
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A.6 Financial position

A.6.1 Capital structure

Mar 31,
2018

Sep 30, %

(in millions of €) 2017 Change

Current liabilities
Non-current liabilities

Equity

Total liabilities and equity

Current liabilities

The decrease of current liabilities was due primarily to the
decline of Payables to Siemens Group from €5,795 million as
of September 30, 2017 to €1,366 million as of March 31,
2018. Further details stated in chapter A.5 Assets positions.

Non-current liabilities

Non-current liabilities decreased mainly due to the decline of
Other liabilities to Siemens Group from €5,167 million as of
September 30, 2017 to €3,788 million as of March 31, 2018
as a result of the early repayment of U.S. dollar long-term
loans.

Provisions for pensions and similar obligations decreased as
well from €1,732 million as of September 30, 2017 to €1,037
million as of March 31, 2018. In the second quarter of fiscal
year 2018, Siemens Healthineers established a contractual
trust arrangement (CTA) in Germany to finance its obligations
related to defined benefit pension plans that had already been
transferred from Siemens Group to Siemens Healthineers as
part of the legal reorganization. During the interim reporting
period Siemens Healthineers, received assets by way of a capi-
tal contribution, recognized within capital reserves, from Sie-
mens AG which were funded into the CTA and classify as plan
assets. As of March 31, 2018 their fair value amounts to €758
million. Siemens Healthineers’ net defined benefit balance is
reduced accordingly.

Equity

Equity increased from €3,289 million as of September 30,
2017 to €7,799 million as of March 31, 2018 due to the com-
pletion of the legal reorganization in advance of the IPO and
the Net income of the first half of fiscal year 2018.

The increase was partly offset by profit transfer and dividends
paid to Siemens Group.

Debt and credit facilities

Under a facilities agreement entered into between Siemens
Group and Siemens Healthineers in the six months ended
March 31, 2018, two credit facilities have been made available
to Siemens Healthineers by Siemens AG. A multicurrency re-
volving credit facility in an amount of up to €1.1 billion, avail-
able until January 31, 2020, serves as a working capital and
short-term loan facility. Of this credit facility a total of €0.6
billion were drawn as of March 31, 2018. Additionally, a mul-
ticurrency revolving credit facility in an amount of €1.0 billion,
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available until January 31, 2023, provides funding for back-up
purposes. As of March 31, 2018 the back-up facility has not
been drawn.

In addition, existing term loans in an aggregate volume of up
to approximately €3.5 billion equivalent (carrying amount)
and a maturity ranging from 2021 to 2046 remain outstanding
between Siemens Group companies and certain companies of
Siemens Healthineers. Those loans are denominated predomi-
nantly in U.S. dollar and are covered by separate agreements.

In addition, local bank facilities are in place to cover funding
needs of certain Siemens Healthineers entities to which Sie-
mens Healthineers is not able to provide direct funding.

A.6.2 Cash flows

First half
(in millions of €) 2018

Cash flows from:

Operating activities

Investing activities

Financing activities

First half
(in millions of €) 2018
Operating activities 401
Additions to intangible assets and property, plant and equipment - —219
Free cashflow 7 183

Operating activities

The cash provided by operating activities decreased by €361
million from €762 million in the six months ended March 31,
2017. This decrease was primarily due to a buildup of operat-
ing working capital. This was mainly driven by the increase of
Contract assets and Inventories, caused largely by Imaging and
Advanced Therapies segments, an increase in operating leases
to customers in Diagnostics segment and additional cash out
for IPO costs.

Investing activities

Cash outflows used in investing activities increased by €245
million from €196 million in the six months ended March 31,
2017. This increase was primarily due to cash outflows related
to Acquisitions of businesses, net of cash acquired, which
increased from €6 million in the six months ended March 31,
2017 to €227 million in the six months ended March 31, 2018
and related primarily to our acquisitions of Epocal, Inc. and
Fast Track Diagnostics S.a.r.l.

Our investments are driven mainly by enhancing competitive-
ness and innovation. Our capital expenditures comprise addi-
tions to intangible assets, including capitalized development
expenses for new platforms and a new integrated worldwide
Enterprise Resource Planning (“ERP”) solution (SAP) as well as
Property, plant and equipment and equipment replacements,
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enhancements and extensions in the ordinary course of busi-
ness as shown in our Consolidated Statements of Cash Flows.
Our capital expenditures, including our ongoing investments,
are funded by cash flows from operating activities, existing
liquidity and partly by drawing on credit facilities agreed e.g.
with Siemens Group. Additions to property, plant and equip-
ment have grown faster than Revenue and have been princi-
pally related to investments required to expand our manufac-
turing and technical capabilities and facilities. For the fiscal
year ending September 30, 2018, we have budgeted capital
expenditures in an amount of approximately €0.5 billion.

Focus areas of ongoing investing activities of our segments
are:

Imaging: Additions to property, plant and equipment in the
first half of fiscal year 2018 mainly included the acquisition of
new and specialized tooling, equipment and machinery, the
expansion and reorganization of production facilities and
processes as well as ongoing replacement purchases for ma-
chinery and equipment within the ordinary course of business.
The expected investments in Property, plant and equipment
for the second half of fiscal year 2018 relate to the same topics
as mentioned above.

Diagnostics: Additions to property, plant and equipment have
generally increased and have been principally related to in-
vestments in the production facilities. While the intangible
capital expenditures have decreased mainly due to the com-
mercial launch of Atellica Solution in September 2017. The
expansion of the Atellica assay menu and development of
further products within the Atellica product family will remain
a major investment in the remaining fiscal year 2018.

Advanced Therapies: In the six months ended March 31, 2018,
no major new investments were performed in this segment
except for ongoing replacement purchases for machinery,
specialized tools and equipment. We expect investments to
remain mostly unchanged in remaining fiscal year 2018.

Financing activities

Cash flows provided by financing activities changed by €644
million from a cash outflow of €587 million in the six months
ended March 31, 2017 to a cash inflow of €57 million in the
six months ended March 31, 2018. This development was
primarily due to Other transactions/financing with the Siemens
Group resulting in a cash inflow of €386 million in the six
months ended March 31, 2018 compared to a cash outflow of
€280 million in the six months ended March 31, 2017 and was
primarily related to capitalization measures in the context of
the legal reorganization prior to the IPO. The development was
partly offset by an increase in dividends paid to the Siemens
Group from €188 million in the six months ended March 31,
2017 to €230 million in the six months ended March 31,
2018.

Cash pooling

As of March 31, 2018, we continue to participate in Siemens
Group’s cash pooling arrangements, including investing excess
short term liquidity with Siemens Group but currently expect
to set up our own cash pooling structure in the medium term
to (partially) replace the participation in Siemens Group's cash
pools.



A.7 Overall assessment of the
economic position

In the six months ended March 31, 2018, we founded the new
parent company Siemens Healthineers AG, which serves as our
new holding company. In the wake of the IPO, which was
carried out successfully on March 16, 2018, we performed
major changes to the organization and segmentation.

In the six months ended March 31, 2018, we continued to
grow as expected, especially our comparable Revenue growth
as well as our Adjusted profit margin were on track with our
forecasts. We reached significant milestones for the strategic
development of Siemens Healthineers and initiated important
measures to further strengthen our portfolio.
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A.8 Reporton expected develop-
ments

A.8.1 Worldwide economy

Global economy growth will increase slightly in fiscal year
2018 compared to fiscal year 2017. Worldwide GDP is ex-
pected to grow by 3.1% in calendar year 2018, which consti-
tutes the highest growth rate since 2010. Emerging markets
are forecasted to benefit from stronger global growth and
rising commodity prices. The U.S. economy is anticipated to
see moderate growth of 2.7% which is supported by tax reduc-
tions and infrastructure projects. GDP growth is driven by
consumer spending, which is supported by declining unem-
ployment, rising incomes and household wealth. This devel-
opment probably will be supported by strengthening markets
in calendar year 2018. Interest rates are anticipated to contin-
ue to gradually rise led by some central bank rates. The expan-
sion in the Eurozone is expected to continue, with a GDP fore-
cast of 2.2% after a prolonged period of stagnation and reces-
sion. Supportive factors include continued monetary stimulus,
reduced headwinds from fiscal policy and improving confi-
dence of companies and households. GDP growth in China is
expected to moderate further in calendar year 2018 to 6.6%,
down from 6.8% in 2017. However, the near-term strength
masks longer-term fragilities, especially very high debt levels.
Also, the government has made only slow progress in reducing
overcapacities. The forecasts presented here for GDP are based
on forecasts and statistics published by the IMF and World
Bank.

A.8.2 Business development

Market development

In the remaining fiscal year 2018, market volume measured in
euro is expected to be influenced by negative currency transla-
tion effects. For fiscal year 2018, markets for Siemens Healthi-
neers are expected to stay on a moderate growth path. Our
markets continue to benefit from long-term trends such as
growing and aging populations and from broader access to
healthcare, but are restricted by public spending constraints
and by consolidation of healthcare providers. On a geographic
basis, we expect slight growth in the U.S., held back by con-
tinued pressure to increase utilization of existing equipment,
reduced reimbursement rates and policy uncertainty. For Eu-
rope, we also expect slight growth, with equipment replace-
ment and business with large customers such as hospital
chains gaining further importance. For China, we expect mod-
erate growth due to continuously growing government spend-
ing on healthcare, promoting the private segment and ex-
panding access on county level, pronounced effects of aging
and growing incidence of chronic diseases, partly held back by
governmental restrictions such as centralized tendering and
regulatory oversight of large-scale equipment allocation and
use. Governments in a number of countries show the intention
to establish protectionist initiatives and policies which support
local suppliers.

We are exposed to currency translation effects, particularly
involving the U.S. dollar and currencies of emerging markets,



such as the Chinese yuan. We expect volatility in global cur-
rency markets to continue in the six months ending September
30, 2018. Siemens Healthineers is still a net exporter from the
Eurozone to the rest of the world, which means that a weak
euro is principally favorable for our business and a strong euro
is principally unfavorable. We hedge currency risks in our ex-
port business using derivative financial instruments. We ex-
pect this measure to help us limit effects on income related to
currency fluctuations in the second half of fiscal year 2018.

Segment development

The Imaging segment will primarily be driven by the most
recent and planned launches of new products and platforms
and sales of imaging products and services from our existing
portfolio. We expect mid-single digit growth in the Imaging
segment to achieve the fiscal year targets.

The Diagnostics segment will benefit from new products and
from fundamental drivers such as the increased demand from
emerging markets, the expected rise in awareness of wellness
testing as well as the improvement of diagnostics techniques,
which altogether are expected to drive incremental market
expansion. In the Diagnostics segment we expect modest
growth to achieve the fiscal year targets.

The Advanced Therapies segment is positively influenced by
sustainable developments of the business environment in all
addressed clinical areas, such as an increased complexity of
interventional surgery as well as an increase in minimally
invasive treatments. These market drivers expectedly will in-
crease demand for products and solutions of the segment,
supporting our growth expectations. We expect moderate
growth in the segment Advanced Therapies to achieve the
fiscal year targets.

A.8.3 Overall assessment of the expected devel-
opment

We continue to expect Comparable Revenue growth to be in
the range of 3% to 4% for the fiscal year ending September 30,
2018 compared to the fiscal year ended September 30, 2017.

We expect our Adjusted profit margin for the fiscal year ending
September 30, 2018 to be in the range of 17% to 18%.

The actual development for Siemens Healthineers and its
segments may vary, positively or negatively, from our outlook
due to the risks and opportunities described below or if our
expectations and assumptions do not materialize.
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A.9 Report on material risks and
opportunities

A.9.1 Risks

A.9.1.1 Risk management

Our risk management policy stems from a philosophy of pur-
suing sustainable growth and creating economic value while
managing appropriate risks and opportunities and avoiding
inappropriate risks. As risk management is an integral part of
how we plan and execute our business strategies, our risk
management policy is set by the Managing Board. Our organi-
zational and accountability structure requires each of the re-
spective managements of our Siemens Healthineers business,
zones and Siemens Healthineers functions to implement risk
management programs that are tailored to their specific busi-
ness and responsibilities, while being consistent with the
overall policy.

We have implemented and coordinated a set of risk manage-
ment and control systems which support us in the early phases
of development that could jeopardize the continuity of our
business. The most important of these systems include our
enterprise wide processes for strategic planning and manage-
ment reporting. Strategic planning is intended to support us in
considering potential risks well in advance of major business
decisions, while management reporting is intended to enable
us to monitor such risks more closely as our business progress-
es. Our internal auditors regularly review the adequacy and
effectiveness of our risk management system. Accordingly, if
deficiencies are detected, it is possible to adopt appropriate
measures for their elimination. This coordination of processes
and procedures is intended to help ensure that the Managing
Board and the Supervisory Board are fully informed about
significant risks in a timely manner.

Risk management at Siemens Healthineers builds on a com-
prehensive, interactive and management-oriented Enterprise
Risk Management (“"ERM") approach that is integrated into the
organization and that addresses both risks and opportunities.
Our ERM approach is based on the globally accepted Commit-
tee of Sponsoring Organizations of the Treadway Commission
("COSQ") ‘Enterprise Risk Management — Integrated Frame-
work’ (2004) and is adapted to Siemens Healthineers require-
ments. It additionally conforms to International Organization
for Standardization (“ISO") Standard 31000 (2009).

Our ERM process aims for early identification and evaluation
of, and response regarding, risks and opportunities that could
materially affect the achievement of our strategic, operational,
financial and compliance objectives. The time horizon covered
by ERM is typically three years. Our ERM is based on a net risk
approach, addressing risks and opportunities remaining after
the execution of existing control measures. If risks have al-
ready been considered in plans, budgets, forecasts or the fi-
nancial statements (e. g. as a provision or risk contingency),
they are supposed to be incorporated with their financial im-
pact in the entity’s business objectives. As a consequence, only
additional risks arising from the same subject (e. g. deviations
from business objectives, different impact perspectives) should
be considered for the ERM. In order to provide a comprehen-
sive view on our business activities, risks and opportunities are
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identified in a structured way combining elements of both top-
down and bottom-up approaches. Reporting generally follows
a quarterly cycle while this regular reporting process is com-
plemented by an ad-hoc reporting process that aims to esca-
late critical issues in a timely manner. Relevant risks and op-
portunities are prioritized in terms of impact and likelihood,
considering different perspectives, including business objec-
tives, reputation and regulatory matters. The bottom-up iden-
tification and prioritization process is supplemented by work-
shops with the respective managements of the Siemens
Healthineers business, zones and central functions. This top-
down element ensures that potential new risks and opportuni-
ties are discussed at the management level and are included in
the subsequent reporting process, if found to be relevant.
Reported risks and opportunities are analyzed regarding po-
tential cumulative effects and are aggregated within and for
each of the organizations mentioned above.

Responsibilities are assigned for all relevant risks and opportu-
nities, with the hierarchical level of responsibility depending
on the significance of the respective risk or opportunity. In a
first step, assuming responsibility for a specific risk or oppor-
tunity involves choosing one of our general response strate-
gies. Our general response strategies with respect to risks are
avoidance, transfer, reduction or acceptance of the relevant
risk. Our general response strategy with respect to opportuni-
ties is to ‘seize’ the relevant opportunity. In a second step,
responsibility for a risk or opportunity also involves the devel-
opment, initiation and monitoring of appropriate response
measures corresponding to the chosen response strategy in a
timely manner. These response measures have to be specifical-
ly tailored to allow for effective risk management. Accordingly,
we have developed a variety of response measures with differ-
ent characteristics.

Below we describe the risks that could have a material adverse
effect on our business, financial condition (including effects
on assets, liabilities and cash flows), results of operations and
reputation. The order in which the risks are presented in each
of the four categories reflects the currently estimated relative
exposure for Siemens Healthineers associated with these risks
and thus provides an indication of the risks’ current im-
portance to us. Additional risks not known to us or that we
currently consider immaterial may also negatively impact our
business objectives and operations. Unless otherwise stated,
the risks described below relate to all of our segments.

A.9.1.2 Strategic risks

Increasing governmental protectionism

Protectionist trade policies and changes in the political and
regulatory environment in the markets in which we operate,
such as import and export controls, tariffs and other trade
barriers including debarment from certain markets and price
or exchange controls, could affect our business in several
national markets and could impact our business, financial
position and results of operations; and may expose us to pen-
alties, other sanctions and reputational damage. In particular
the current protectionist developments enforced by the U.S.
Government and looming punitive trade tariffs on different
goods pose a threat to the open access of the North American
markets, which are of great importance to our business. The
imposition of import customs duties and non-refundable taxes

Half-year financial report | Siemens Healthineers

on foreign value add may result in the necessity to reduce
transfer prices due to the inability to pass the taxes on to cus-
tomers. In addition, the uncertainty of the legal environment
in some regions could limit our ability to enforce our rights
and subject us to increasing costs related to appropriate com-
pliance programs. To counter these risks we closely observe
the political situation and its indicators in order to identify
critical cases with the objective to adapt our processes and
business model to any changes due to protectionism and edu-
cate the organization in respect to these changes.

Competitive environment

The worldwide markets for our products, solutions and ser-
vices are highly competitive in terms of pricing, product and
service quality, product development and introduction time,
customer service, financing terms and shifts in market de-
mands. We face strong existing competitors and also competi-
tors from emerging markets, which may have a better cost
structure. Next to these existing competitors there is a risk that
new competitors enter in our markets. Such new competitors
could be healthcare providers in the low-price segment or in
niche markets, independent service organizations or global
players who plan to expand their business portfolio. This might
lead to price reductions or a loss of market share. We address
this risk by monitoring the existing competitors and the known
potential competitors as well as observing the market entry
barriers and finally by information sharing with industrial as-
sociations.

Some sectors in which we operate are undergoing consolida-
tion, which may result in stronger competition, a change in
our relative market position, or unexpected price erosion.
Furthermore, there is a risk of take-overs of crucial suppliers by
competitors and a risk that competitors are increasingly offer-
ing services for our installed base. We address these risks with
various measures, for example benchmarking, strategic initia-
tives, sales push initiatives, executing productivity measures
and target cost projects, rightsizing of our footprint, out-
sourcings, mergers and joint ventures, exporting from low-
cost countries to price-sensitive markets, and optimizing our
product portfolio. We continuously monitor and analyze com-
petitive and market information in order to be able to antici-
pate unfavorable changes in the competitive environment
rather than merely reacting to such changes.

Product mix shift

We design, manufacture and sell a diverse portfolio of Imag-
ing, Diagnostics and Advanced Therapies products, systems
and services (including accessories and software products) to a
wide range of healthcare providers. Many of our products,
systems and services are at the cutting edge of existing tech-
nologies and medical advances. Our products, systems, ser-
vices and our enhancements thereof often have long devel-
opment and government approval cycles, which require us, as
a result, to accurately anticipate changes in the marketplace,
in technology and in customer demands. On the one hand the
development of new technologies and enhancing existing
technologies may require significant investment in R&D, clini-
cal trials and numerous country-specific regulatory approvals.
On the other hand such cutting edge technology products
typically have a higher Profit margin. However, the demand for
standard and basic products, rendering lower margins, in-
creased particularly in emerging markets. In case we fail to



adapt our product mix and production capabilities quick
enough to changes in the marketplace, in technology and in
customer demands for high-end, standard and basic products,
especially in emerging markets, this could result in negative
effects in our Profit. As a countermeasure we employ a close
monitoring of the market development in order to better antic-
ipate future developments, adapt our product roadmap to
future demands and determine how to lower operating ex-
penses to increase competitiveness for basic and standard
products.

Development and competitive position of products

The markets in which our businesses operate experience rapid
and significant changes due to the introduction of innovative
and disruptive technologies. In the fields of digitalization,
there are risks of new competitors, substitutions of existing
products/solutions/services, niche players, new business mod-
els and finally the risk that our competitors may have faster
time-to-market strategies and introduce their digital products
and solutions faster than we can. Our operating results de-
pend to a significant extent on our technological leadership,
our ability to anticipate and adapt to changes in our markets
and to reduce the costs of producing our products. Introducing
new products and technologies requires a significant commit-
ment to R&D, which in return requires expenditure of consid-
erable financial resources that may not always result in suc-
cess. Our results of operations may suffer if we invest in tech-
nologies that do not operate or may not be integrated as ex-
pected, or that are not accepted in the marketplace as antici-
pated, or if our products, solutions or systems are not intro-
duced to the market in a timely manner, particularly compared
to our competitors, or even become obsolete. We constantly
apply for new patents and actively manage our intellectual
property portfolio to secure our technological position. How-
ever, our patents and other intellectual property may not pre-
vent competitors from independently developing or selling
products and services that are similar to or duplicates of ours.

Economic, political and geopolitical conditions (macroe-
conomic environment)

We see a high level of uncertainty regarding the global eco-
nomic outlook. Significant downside risks stem e. g. from an
increasing trend towards populism and from the consequences
of the Brexit negotiations. The U.K. exit process could heighten
business and consumer uncertainty, reduce investment in the
U.K., pose risks to financial markets and may increase the
uncertainties about the future of the European Union (EU) in
general. A further and massive loss of economic confidence
and a prolonged period of reluctance in investment decisions
and awarding of new orders would hit our businesses. We
continuously monitor the exit process and established, for
example, a task force coordinating our local and global mitiga-
tion measures. Both global and regional investment climates
could collapse due to political upheavals, further independ-
ence debates within countries in the EU, or sustained success
of protectionist, anti EU and anti-business parties and policy.
Significant business risk stems from an abrupt weakening of
Chinese economic growth. A rapid tightening of monetary
policy by the U.S. Federal Reserve could cause a depreciation
spiral among emerging market currencies. This could lead to a
renewed emerging market crisis because debt levels of emerg-
ing market enterprises have risen, making them dependent on
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favorable global financial conditions to service debts denomi-
nated in foreign currencies. Emerging market operations in-
volve further various risks, including civil unrest, health con-
cerns e.g. for employees, cultural differences such as employ-
ment and business practices, volatility in gross domestic prod-
uct, economic and governmental instability, the potential for
nationalization of private assets and the imposition of ex-
change controls. A terrorist mega-attack or a significant cyber-
crime incident, or a series of such attacks or incidents in major
economies, could depress economic activity globally and un-
dermine consumer and business confidence. Further risks
stem from geopolitical tensions (e. g. in Syria, Ukraine, Russia,
Turkey and North Korea), and from an increasing vulnerability
of the connected global economy to natural disasters. If the
moderate recovery of macroeconomic growth stalls again and
if we are not successful in adapting our production and cost
structure to subsequent changes in conditions in the markets
in which we operate, there can be no assurance that we will
not experience adverse effects. For example, it may become
more difficult for our customers to obtain financing. As a re-
sult, they may modify, delay or cancel plans to purchase our
products, solutions and services, or fail to follow through on
purchases or contracts already executed. Furthermore, the
prices for our products, solutions and services may decline, as
a result of adverse market conditions, to a greater extent than
we currently anticipate. Siemens Healthineers global setup
with operations in almost all relevant economies, the variety
of our products and services help us to absorb the impact of
an adverse development in a single market. We also try to
focus on and prioritize certain markets, services or products
that will minimize the risks mentioned above. Moreover trans-
actions in foreign currencies are hedged in order to mitigate
exchange rate risks.

A.9.1.3 Operational risks

Quality problems and operational failures in our value
chain processes

Our value chain comprises all steps, from R&D to supply chain
management, production, marketing, sales and services. Op-
erational failures in our value chain processes could result in
quality problems or potential product, labor safety, regulatory
or environmental risks. From time to time, some of the prod-
ucts we sell might have quality issues resulting from the de-
sign or manufacture of these products or the commissioning
of these products or the software integrated into them. But
also problems arising from (single source) suppliers and part-
ners for certain products and services, who often cannot be
readily substituted, can lead to the above mentioned risks. This
can lead to increased costs for the correction of such problems
and also have guarantee or warranty claims as a consequence.
Moreover this may also lead to claims from damage compen-
sation and litigations. Our business is subject to regulatory
authorities including the U.S. Food and Drug Administration
(“FDA") and the European Commission’s Health and Consumer
Policy Department, which require us to make specific efforts to
safeguard our product safety. If we are not able to comply with
these requirements, our business and reputation may be ad-
versely affected. We have established multiple measures for
quality improvement and claim prevention. The increased use
of quality management tools especially within sales and ser-



vices departments is improving visibility and enables us to
strengthen our root cause and prevention processes.

Breach of protected health information

Our products and systems receive, generate and store signifi-
cant and increasing volumes of personal and sensitive infor-
mation and are therefore subject to stringent privacy and
information security regulations with respect to, among other
things, the use and disclosure of protected health information
and the confidentiality, integrity and availability of such infor-
mation. Next to the general regulatory requirements in regard
to data protection the healthcare sector is subject to specific
privacy directives with regard to a wide range of health infor-
mation. This data protection legislation is comprehensive and
complex particularly within the European Economic Area
("EEA"), Switzerland and the U.S. Despite security measures, it
cannot be ruled out that the confidentiality of such data and
information may be breached, as a result of failure to anony-
mize shared health data, data leaks or otherwise, or that
doubts may arise regarding the security of the data and infor-
mation collected and managed by or for us. Breach of these
regulations could lead to litigation costs, compensation pay-
ments, penalties, black listing within certain markets or crimi-
nal sanctions as well as result in a loss of reputation. The reali-
zation of any of these risks could have an adverse effect on our
business, financial condition and results of operations, reputa-
tion or prospects. We address this risk by managing and im-
proving our IT-security and the respective systems e.g. by
ongoing analyses of [T-data security, reduction of vulnerable
systems and by training our staff.

A.9.1.4 Financial risks

Market price risks

We are exposed to fluctuations in exchange rates, especially
between the U.S. dollar (and other currencies whose move-
ments are positively correlated with the U.S. dollar) and the
euro. As a result, the devaluation of the U.S. dollar against the
euro can result in a material adverse effects on our Profit de-
pending on our hedging program. Other material currencies
from a foreign currency effect perspective include the Chinese
yuan, Japanese yen, Korean won and the British pound. A
strengthening of the euro may change our competitive posi-
tion. We are also exposed to fluctuations in interest rates.

Increasing market fluctuations may result in significant earn-
ings and cash flow volatility risk for us. Our worldwide operat-
ing business as well as our investment and financing activities
are affected particularly by changes in foreign exchange rates
and interest rates.

In order to optimize the allocation of the financial resources
across our segments and entities, as well as to achieve our
objectives, we identify, analyze and manage the associated
market risks. We seek to manage and control these risks pri-
marily through our regular operating and financing activities,
and use derivative financial instruments when deemed appro-
priate.

Liquidity and financing risk

Our treasury and financing activities could face adverse depos-
itand / or financing conditions from negative developments
related to financial markets, such as (1) limited availability of
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funds (particularly U.S. dollar funds) and hedging instruments;
(2) an updated evaluation of our solvency, particularly from
rating agencies; (3) impacts arising from more restrictive regu-
lation of the financial sector, central bank policy, or financial
instruments; (4) termination of the financing from Siemens AG
or other Siemens Group entities or worsening financial situa-
tion of our main financial provider Siemens AG. Widening
credit spreads due to uncertainty and risk aversion in the fi-
nancial markets might lead to adverse changes of fair values of
our financial assets, in particular our derivative financial in-
struments.

Risks from pension obligations

The funded status of our pension plans may be affected by
changes in actuarial assumptions, including discount rates, as
well as movements in financial markets or a change in the mix
of assets in our investment portfolio. In order to comply with
local pension regulations in selected foreign countries, we may
face a risk of increasing cash outflows to reduce an underfund-
ing of our pension plans in these countries. For further infor-
mation about pension obligations, please see Note 15 — Provi-
sions for pensions and similar obligations to the Combined
Financial Statements for the fiscal years ended September 30,
2017, September 30, 2016 and September 30, 2015.

A.9.1.5 Compliance risks

Cybersecurity

Our business portfolio is dependent on digital technologies.
We observe a global increase of IT security threats and higher
levels of professionalism in Cybercrime, which pose a risk to
the security of products, systems and networks and the confi-
dentiality, availability and integrity of data. Similar to other
large multinational companies, we are facing active cyber
threats from sophisticated adversaries that are supported by
organized crime and nation-states engaged in economic espi-
onage or even sabotage. In order to cope with this risk, several
national authorities like the FDA have set up rules for cyberse-
curity measures to be integrated into healthcare equipment,
software and services in order to reasonably ensure the bene-
fits to patients outweigh the risks. Non-compliance with these
rules could lead to compensation payments, penalties, black
listing within certain markets as well as result in a loss of repu-
tation. We minimize this risk by engaging in several measures,
such as training of staff and device operators, comprehensive
monitoring of our networks and systems by a cyber security
operation center applying protective systems like firewalls and
ongoing detection and removal of loopholes by a specialized
workforce. Moreover, we implement these cyber security re-
quirements within the development of new products and
services and upgrade existing systems.

Changes of regulations, laws and policies

As a diversified medical technology company with global busi-
nesses, we are exposed to various increasingly complex prod-
uct and country related regulations, laws and policies influenc-
ing our business activities and processes. Changes to the cur-
rent regulations, increased regulatory requirements or in-
creased regulatory enforcement activities could lead to un-
foreseen expenses and negatively impact our financial state-
ments as well as our time to market for certain products or
product life cycles. Next to internal and external audits with



respect to compliance of laws and regulations, we monitor the
political and regulatory landscape in all our key markets to
anticipate potential problem areas with the aim to quickly
adjust our business activities and processes to changed condi-
tions. However, any changes of regulations, laws and policies
can adversely affect our business activities and processes as
well as our financial condition and results of operations.

Violations of corruption or antitrust legislation or other
violations of law

Proceedings against us regarding allegations of corruption, of
antitrust violations and of other violations of law may lead to
criminal and civil fines as well as penalties, sanctions, injunc-
tions against future conduct, profit disgorgements, disqualifi-
cations from directly and indirectly engaging in certain types
of business, the loss of business licenses or permits or other
restrictions and legal consequences. These consequences
could indirectly affect us if they relate to violations committed
by one of our indirect sales channels or business partners.
Accordingly, we may, among other things, be required to com-
ply with potential obligations and liabilities arising in connec-
tion with such investigations and proceedings, including po-
tential tax penalties. A considerable part of our business activi-
ties involve governments and companies with public share-
holders. We also participate in a number of projects funded by
government agencies and intergovernmental and suprana-
tional organizations, such as multilateral development banks.
Potential future investigations into allegations of corruption,
antitrust violations or other violations of law could as well
impair relationships with such business partners or could re-
sult in the exclusion of public contracts. Such investigations
may also adversely affect existing private business relation-
ships and our ability to pursue potentially important strategic
projects and transactions, such as strategic alliances, joint
ventures or other business cooperations, or could result in the
cancellation of certain of our existing contracts. Moreover,
third parties, including our competitors, could initiate litigation
claims. In addition, future developments in potential future
investigations, such as responding to the requests of govern-
mental authorities and cooperating with them, could divert
management’s attention and resources from other issues fac-
ing our business. Furthermore, we might be exposed to com-
pliance risks in connection with recently acquired operations
that are in the ongoing process of integration. Besides other
measures like general antitrust trainings, Siemens Healthi-
neers established a global compliance organization that con-
ducts among others compliance risk mitigation processes such
as compliance risk assessments, and which has been reviewed
by external compliance experts.

A.9.1.6 Assessment of the overall risk situation

The most significant challenges have been mentioned first in
each of the four categories strategic, operational, financial and
compliance risks. The risks caused by quality problems and
operational failures in our value chain processes, medical
device cybersecurity and changes of regulations, laws and
policies are the most significant risks we are currently exposed
to. Our exposure for all remaining risks described above is on a
constant lower level than the three major risks mentioned. At
present, no risks have been identified that either individually
or in combination could endanger our ability to continue as a
going concern.
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A.9.2 Opportunities

Below we describe our most significant opportunities. Unless
otherwise stated, the opportunities described below relate to
all of our segments. The order in which the opportunities are
presented reflects the currently estimated relative exposure for
Siemens Healthineers associated with these opportunities and
thus provides an indication of the opportunities’ current im-
portance to us. The described opportunities are not necessarily
the only ones we encounter. In addition, our assessment of
opportunities is subject to change as Siemens Healthineers,
our markets and technologies are constantly developing. It is
also possible that opportunities we see today will never mate-
rialize.

New business models and services from digitalization

Innovation is a central part of the entrepreneurial concept of
Siemens Healthineers. We do this by investing significantly in
R&D in order to develop innovative sustainable solutions for
our customers in the area of digitalization and to simultane-
ously safeguard our competitiveness. We are an innovative
company and invent new technologies that we expect will
meet future demands arising from the megatrends which are a
growing and ageing global population, the economic devel-
opment in emerging countries, the increase in chronic diseas-
es and the transformation of healthcare providers. We try to
generate additional volume and Profit from new and innova-
tive digital products, services and solutions, including cyber
security for our customers, preventive maintenance and data
analytics amongst others. The future progress in digitalization
will introduce a wide range of new digital solutions for ser-
vices and products for our customers. For this purpose, we
entered into alliances with developers and providers, who will
seek for new revenue streams based on digitalization. This
approach will allow us to strengthen our position along the
value chain of digitalization and automation to provide new
and more products and services and increase market penetra-
tion.

Achievement of synergies and cross selling

We strive to further strengthen our cross selling activities of
Diagnostics products, e.g. Laboratory Diagnostics, to our exist-
ing Imaging and Advanced Therapies customers and therefore
increase our win rate while at the same time reducing cus-
tomer acquisition time and costs.

International funding and national programs

We expect that upcoming (inter)national funding from aid
organizations such as the World Health Organization ("“WHO")
or EU and governmental funding or subsidies will further in-
crease in the near future. This will enlarge spending in private
hospitals, particularly in central Europe, Middle East and Afri-
ca. Leading to additional growth in these markets, especially
for standard and basic products and services.

Growth into adjacent markets

Our activities currently concentrate on healthcare solutions
and services in the human medicine sector. Our Healthcare
specific and technological knowhow in this area could also be
applied to other adjacent markets, such as veterinary medicine
or further surgery specific equipment and services, leading to
an increase in Revenue and supporting our overall growth.



Through sales initiatives and masterplans, we continuously
strive to grow and expand our business in established markets,
open up new markets for existing and new portfolio elements
and strengthen our installed base in order to gain a higher
market share and increased Profits.

Licensing of our intellectual property

Intellectual property rights, such as patents, for outdated
technology or for discontinued products, could be licensed to
third parties in order to generate further revenues and in-
crease Profits. In this context, we are constantly analyzing our
portfolio of intellectual property for unexploited licensing
potential and simultaneously searching and negotiating with
potential third party companies.

A.9.3 Significant characteristics of the account-

ing-related internal control and risk man-
agement system

The overarching objective of our accounting-related internal
control and risk management system is to ensure that financial
reporting is conducted in a proper manner, such that the Con-
solidated Financial Statements and the (Interim) Management
Report of Siemens Healthineers are prepared in accordance
with all relevant regulations.

Our ERM approach is based on COSO'’s “Enterprise Risk Man-
agement - Integrated Framework”. As one of the objectives of
this framework is reliability of a company’s financial reporting,
itincludes an accounting-related perspective. Our accounting-
related internal control system (“control system”) is based on
the internationally recognized “Internal Control — Integrated
Framework” also developed by COSO. The two systems are
complementary.

At the end of each fiscal year, our management performs an
evaluation of the effectiveness of the implemented control
system, both in design and operating effectiveness. We have a
standardized procedure under which necessary controls are
defined, documented in accordance with uniform standards,
and tested regularly on their effectiveness. Nevertheless, there
are inherent limitations on the effectiveness of any control
system, and no system, including one determined to be effec-
tive, may prevent or detect all misstatements.

Our Consolidated Financial Statements are prepared on the
basis of a conceptual framework which primarily consists of
uniform Financial Reporting Guidelines and a chart of ac-
counts, which are centrally issued by Siemens Group. Siemens
Healthineers AG and other companies within Siemens Healthi-
neers are required to prepare financial statements in accord-
ance with German Commercial Code; the conceptual frame-
work is complemented by mandatory regulations specific to
the German Commercial Code. The need for adjustments in
the conceptual framework due to regulatory changes is ana-
lyzed on an ongoing basis. Accounting departments are in-
formed quarterly about current topics and deadlines from an
accounting and closing process perspective.

The base data used in preparing our financial statements con-
sists of the closing data reported by Siemens Healthineers AG
and its subsidiaries. The preparation of the closing data of
most of our entities is supported by an internal shared services
organization. Since Siemens Healthineers is part of Siemens
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Group and is included in its financial reporting, a close coordi-
nation within the general closing process with Siemens Group
reporting department is needed in order to ensure a Siemens
Group wide consistent communication. Furthermore, other
accounting activities, such as governance and monitoring
related activities, are usually bundled on regional level. In
particular cases, such as valuations relating to post-
employment benefits, external experts are used. The reported
closing data is used to prepare the financial statements in the
consolidation system. The steps necessary to prepare the fi-
nancial statements are subject to both manual and automated
controls.

Qualification of employees involved in the accounting process
is ensured through appropriate selection processes and regular
training. As a fundamental principle, based on materiality
considerations, the “four eyes” principle applies and specific
procedures must be adhered to for data authorization. Addi-
tional control mechanisms include target-performance com-
parisons and analyses of the composition of and changes in
individual line items, both in the closing data submitted by
reporting units and in the Consolidated Financial Statements.
In line with our information security requirements, account-
ing-related IT systems contain defined access rules protecting
them from unauthorized access. On a quarterly basis, an inter-
nal certification process is executed. Management of different
levels of our organization, supported by confirmations of
management of entities under their responsibility, confirms
the accuracy of the financial data that has been reported to
Siemens Healthineers headquarter and reports on the effec-
tiveness of the related control systems.

Our internal audit function systematically evaluates our finan-
cial reporting integrity, the effectiveness of the control system
and the risk management system, and the adherence to our
compliance policies. In addition, the Audit Committee is inte-
grated into our control system. In particular, it oversees the
accounting and the accounting process and the effectiveness
of the internal control system, the risk management system
and the internal audit system. Furthermore, we have set up a
Disclosure Committee which is responsible for reviewing cer-
tain financial and non-financial information prior to publica-
tion. Moreover, we have rules for accounting-related com-
plaints.



A.10 Related party transactions

Siemens Healthineers maintains business relations with Sie-
mens Group and with associates of both Siemens Group and
Siemens Healthineers. Siemens Group is a related party, as
Siemens AG controls Siemens Healthineers. For further infor-
mation about our related party transactions see Note 10 -
Related party transactions in the Notes to Half-year Consoli-
dated Financial Statements as of March 31, 2018.
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Half-year Consolidated Financial Statements

B.1 Consolidated Statements of Income

Q2 Q2 First half First half
(in millions of €, per share amounts in €) Note 2018 2017 2018 2017
Revenue 9 3,226 3,396 6,425 6,723
Cost of sales -1,882 -2,007 -3,752 -3,920
Gross profit 1,344 1,389 2,673 2,803
Research and development expenses -309 -312 -614 -606
Selling and general administrative expenses -527 -573 -1,065 -1,109
Other operating income 3 4 18 5
Other operating expenses 10 -89 -5 -101 -9
Incomel/loss from investments accounted for using the equity method, net 1 1 4 4
Interest income 10 27 2 31 6
Interest expenses -60 -67 -130 -135
Other financial income/expenses, net -2 - -6 1
Income before income taxes 389 439 809 960
Income tax expenses 2 -81 -134 -192 -294
Netincome 308 305 618 666
Attributable to:
Non-controlling interests 4 5 8 7
Shareholders of Siemens Healthineers AG 304 300 610 659
Basic earnings per share 6 0.30 0.30 0.61 0.66
Diluted earnings per share 6 0.30 0.30 0.61 0.66
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B.2 Consolidated Statements of Comprehensive Income
|

Q2 Q2 First half First half
(in millions of €) 2018 2017 2018 2017
Netincome 308 305 618 666
Remeasurements of defined benefit plans -8 39 -39 238
therein: Income tax effects -14 -19 -35 -102
Items that will not be reclassified to profit or loss -8 39 -39 238
Currency translation differences 72 72 111 -124
Derivative financial instruments -7 13 -1 2
therein: Income tax effects 3 -6 - -2
Items that may be reclassified subsequently to profit or loss 65 85 110 -122
Other comprehensive income, net of income taxes 57 124 71 116
Total comprehensive income 365 429 689 782
Attributable to:
Non-controlling interests 2 9 5 8
Shareholders of Siemens Healthineers AG 363 420 684 774
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B.3 Consolidated Statements of Financial Position
I

Mar 31, Sep 30,
(in millions of €) Note 2018 2017
Assets
Cash and cash equivalents 196 184
Trade and other receivables 2,311 2,308
Other current financial assets 74 57
Receivables from Siemens Group 10 1,687 2,991
Contract assets 458 294
Inventories 1,833 1,605
Current income tax assets 50 79
Other current assets 281 276
Total current assets 6,890 7,794
Goodwill 7,911 7,992
Other intangible assets 1,545 1,525
Property, plant and equipment 1,673 1,566
Investments accounted for using the equity method 34 33
Other financial assets 153 162
Other receivables from Siemens Group 10 - 1,365
Deferred tax assets 2 371 408
Other assets 251 268
Total non-current assets 11,937 13,319
Total assets 18,828 21,113
Liabilities and equity
Short-term debt and current maturities of long-term debt 56 55
Trade payables 1,119 1,120
Other current financial liabilities 67 72
Payables to Siemens Group 10 1,366 5,795
Contract liabilities 1,480 1,406
Current provisions 275 290
Current income tax liabilities 137 122
Other current liabilities 997 1,250
Total current liabilities 5,498 10,110
Long-term debt 16 15
Provisions for pensions and similar obligations 4 1,037 1,732
Deferred tax liabilities 2 157 259
Provisions 150 153
Other financial liabilities 37 23
Other liabilities 346 365
Other liabilities to Siemens Group 10 3,788 5,167
Total non-current liabilities 5,531 7,714
Total liabilities 11,029 17,824
Issued capital 1,000 -
Capital reserve 11,169 -
Retained earnings/Net assets’ -3,728 4,045
Other components of equity -651 -764
Total equity attributable to shareholders of Siemens Healthineers AG 7,790 3,281
Non-controlling interests 9 8
Total equity 5 7,799 3,289
Total liabilities and equity 18,828 21,113

1) As of September 30, 2017, Siemens Healthineers was not a legally separable subgroup for which consolidated financial statements had to be prepared according to IFRS 10. Therefore, as of September 30, 2017, Combined
Financial Statements were prepared in which Net assets attributable to Siemens Group were presented. See Note 1 — Basis of presentation in the accompanying Notes.
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B.4 Consolidated Statements of Cash Flows
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First half First half
(in millions of €) 2018 2017
Cash flows from operating activities
Net income T 618
Adjustments to reconcile net income to cash flows from operating activities N
Amortization, depreciation and impairments T 248
Income tax expenses 192
Interest income/expenses, net T 9 9
Income related to investing activities T 1
Other income from investments T _ 2
Other non-cash expenses T 3 8
Change in operating net working capital N
Contract assets —176
Inventories —251
Trade and other receivables 108
Trade payables T 3 1
Contract liabilities T 7 1
Change in other assets and liabilities —269
Additions to assets leased to others in operating leases —117
Income taxes paid . z 72
Income taxes paid by Siemens Group on behalf of Siemens Healthineers —122
Dividends received T 1
Interest received T 6 :
Cash flows from operating activites e 20T
Cash flows from investing activities N
Additions to intangible assets and property, plant and equipment —219
Acquisitions of businesses, net of cash acquired —227
Disposal of investments, intangibles and property, plant and equipment 4
Cash flows from investing activities —441
Cash flows from financing activities N
Change in short-term debt and other financing activities T 2 }
Interest paid T _ 3
Dividends paid to Siemens Group —230
Dividends paid to non-controlling interest holders T _ 9
Interest paid to Siemens Group T Z 90
Other transactions/financing with Siemens Group T 386
Cash flows from financing activities T 5 7
Effect of changes in exchange rates on cash and cash equivalents —
Change in cash and cash equivalents 2.
Cash and cash equivalents at beginning of period . 184
Cash and cash equivalents at end of period 196
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B.5 Consolidated Statements of Changes in Equity
. ________________________________________________________________________________________________________________________|]

Half-year financial report | Siemens Healthineers

Total equity

attributable

to share-

holders of

Retained Currency Derivative Siemens Non-
Issued Capital earnings/ translation financial Healthi- controlling
(in millions of €) capital reserve Net assets’ differences  instruments neers AG interests  Total equity
Balance as of October 1, 2016 - - 3,239 -767 - 2,472 33 2,505
Net income - - 659 - - 659 7 666
Other comprehensive income - - 238 -125 2 115 1 116
Profit and loss transfer with Siemens Group - - —-547 - - -547 - -547
Dividends - - -188 - - -188 -2 -190
Other changes in equity - - 212 - - 212 -42 170
Balance as of March 31, 2017 - - 3,613 -892 2 2,723 -3 2,720
Balance as of October 1, 2017 - - 4,045 -762 -2 3,281 8 3,289
Net income - - 610 - - 610 8 618
Other comprehensive income - - -39 114 -1 74 -3 71
Profit and loss transfer with Siemens Group - - -778 - - -778 - -778
Dividends - - -230 - - -230 -9 -239
Other changes in equity - - 4,833 - - 4,833 5 4,838
Allocation of net assets according 1,000 11,169 12,169 . . . . .
to legal structure

Balance as of March 31, 2018 1,000 11,169 -3,728 -648 -3 7,790 9 7,799

1) As of September 30, 2017, Siemens Healthineers was not a legally separable subgroup for which consolidated financial statements had to be prepared according to IFRS 10. Therefore, as of September 30, 2017, Combined
Financial Statements were prepared in which Net assets attributable to Siemens Group were presented. See Note 1 — Basis of presentation in the accompanying Notes.
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B.6 Notes to Half-year Consoli-
dated Financial Statements

noTE 1 — Basis of presentation

First-time Consolidated Financial Statements of Sie-
mens Healthineers AG

On August 3, 2017, Siemens AG announced its plans to public-
ly list Siemens Healthineers’ business in the form of an initial
public offering (“IPO”). Siemens Healthineers’ business was
separated from Siemens AG and its subsidiaries (“Siemens
Group”) in two steps. In an initial preparatory step, activities
that had not been conducted by separate companies have
been transferred to separate legal entities. In a second step,
Siemens Healthineers AG, registered in Munich, Germany, was
established in a notarial foundation deed on December 1,
2017, and all companies comprising Siemens Healthineers’
business have been bundled under Siemens Healthineers AG
and its direct and indirect subsidiaries (collectively referred to

" ou

hereafter as “Siemens Healthineers”, “Company” or “Group”).

The Group's business is conducted by Siemens Healthcare
GmbH and its direct and indirect subsidiaries as well as the
direct and indirect subsidiaries of Siemens Healthineers Be-
teiligungen GmbH & Co. KG. The interest in Siemens
Healthcare GmbH and the sole limited partner interest as well
as the shares of the general partner in Siemens Healthineers
Beteiligungen GmbH & Co. KG were contributed to Siemens
Healthineers AG by Siemens Group against issuance of new
shares. The domination and profit and loss transfer agreement
between Siemens AG and Siemens Healthcare GmbH was
terminated by way of mutual termination agreement with
effect as of March 31, 2018.

Combined Financial Statements were prepared for Siemens
Healthineers’ business in line with International Financial Re-
porting Standards (“"IFRS") as adopted by the European Union
("EU") for the fiscal years ended September 30, 2017, Septem-
ber 30, 2016 and September 30, 2015, and for the interim
reporting period from October 1, 2017 to December 31, 2017,
in accordance with the requirements of International Account-
ing Standard (“IAS”) 34, Interim Financial Reporting (collective-
ly referred to hereafter as “Combined Financial Statements").
These Combined Financial Statements were published in the
context of the IPO of Siemens Healthineers AG in a listing
prospectus, which is available on Siemens Healthineers’ web-
site.

The legal reorganization of the Group was completed during
the interim reporting period ended March 31, 2018. Until this
completion, the net assets of Siemens Healthineers’ business
were not controlled by Siemens Healthineers AG nor another
legal entity within the Siemens Healthineers business in the
meaning of IFRS 10, Consolidated Financial Statements, and
the accounting principles as described in the Combined Finan-
cial Statements have been applied.
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The following chart provides a simplified overview of the cur-
rent structure of the Group after completion of the legal reor-
ganization (except as otherwise indicated, all shareholdings
are 100%):
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As of March 31, 2018, the net assets of Siemens Healthineers’
business are controlled by Siemens Healthineers AG within the
meaning of IFRS 10. Therefore, first-time Consolidated Finan-
cial Statements have been prepared in accordance with the
rules of IFRS 1, First-Time Adoption of International Financial
Reporting Standards, for the interim reporting period ended
March 31, 2018.

As consolidated financial statements previously were not re-
quired to be prepared for the combined Siemens Healthineers
business, no reconciliation for the consolidated equity and for
the consolidated total comprehensive income is required pur-
suant to IFRS 1.

The Company applied the predecessor accounting approach
using the carrying amounts (including Goodwill) recognized in
the IFRS Consolidated Financial Statements of Siemens AG,
according to IFRS 1.18 in conjunction with IFRS 1.D16(a). No
other exemptions permitted under IFRS 1 were used in the
Consolidated Financial Statements presented here.

Information on the condensed Half-year Consolidated
Financial Statements

Siemens Healthineers AG has prepared the condensed Half-
year Consolidated Financial Statements as of and for the inter-
im reporting period ended March 31, 2018 (“Half-year Con-
solidated Financial Statements”) in accordance with IFRS as
issued by the International Accounting Standards Board
(“IASB") and as adopted by the EU, in particular in accordance
with IAS 34,

The Half-year Consolidated Financial Statements have been
prepared and published in millions of euro (€ million). Round-
ing differences may occur in respect of individual amounts or
percentages.

The comparative information presented in the Half-year Con-
solidated Financial Statements is labelled as “consolidated” and
derived from the presentation in the Combined Financial
Statements.

The Half-year Consolidated Financial Statements are unaudited
and were authorized for issue on April 27, 2018 by the Manag-
ing Board of Siemens Healthineers AG.
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note 2 — Significant accounting policies and critical
accounting estimates

The accounting principles applied in the preparation of the
Half-year Consolidated Financial Statements are consistent
with those used in the preparation of the Combined Financial
Statements.

Key accounting estimates and judgments

Certain of these accounting policies require critical accounting
estimates that involve complex and subjective judgments and
the use of assumptions, some of which may be for matters
that are inherently uncertain and susceptible to change. Such
critical accounting estimates could change from period to
period and have a material impact on the results of operations,
financial positions and cash flows of the Company. Critical
accounting estimates could also involve estimates where Sie-
mens Healthineers reasonably could have used a different
estimate in the current accounting period. Siemens Healthi-
neers cautions that future events often vary from forecasts
and that estimates routinely require adjustment. Estimates and
assumptions are reviewed on an on-going basis, and changes
in estimates and assumptions are recognized in the period in
which the changes occur and in future periods impacted by
the changes.

From October 1, 2017, the useful life of instruments leased to
customers in an operating lease in the segment Diagnostics
has been increased from five to seven years to reflect the up-
dated expected utility of these assets to Siemens Healthineers.

Basis of consolidation

The Half-year Consolidated Financial Statements include the
accounts of Siemens Healthineers AG and its subsidiaries over
which the Company has control. Siemens Healthineers con-
trols an investee if it has power over the investee. In addition,
Siemens Healthineers is exposed to, or has rights to, variable
returns from the involvement with the investee and Siemens
Healthineers has the ability to use its power over the investee
to affect the amount of Siemens Healthineers' return.

Earnings per share

Earnings per share are presented for the first time in the Half-
year Consolidated Financial Statements. Basic earnings per
share are computed by dividing Net income attributable to the
ordinary shareholders of Siemens Healthineers AG by the
weighted average number of outstanding shares of Siemens
Healthineers AG. Diluted earnings per share are calculated by
assuming conversion or exercise of all potentially dilutive
share-based payment plans. Earnings per share are also re-
ported for the comparable period, assuming the same average
number of shares for both the reporting period and the com-
parable period.

Income taxes

In accordance with IAS 12, Income Taxes, current and deferred
Income taxes are recognized for the purpose of the Half-year
Consolidated Financial Statements taking into consideration
local tax requirements. In interim periods, tax expense is based
on the current estimated annual effective tax rate of Siemens
Healthineers. In addition, tax expenses were adjusted by the
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effects described below which resulted in an effective tax rate
of 24% for the six months ended March 31, 2018.

In the first half of fiscal year 2018, tax audits were completed
in the U.S. and in Germany which resulted in a positive one-
time effect during the interim reporting period.

Until the completion of the legal reorganization of Siemens
Healthineers, income taxes have been determined using the
separate tax return approach under the assumption that the
entities and operations of Siemens Healthineers constitute
separate taxable entities. This assumption implies that current
and deferred taxes for all companies and operations within
Siemens Healthineers are calculated separately. The recovera-
bility of deferred tax assets is also assessed on this basis. De-
ferred tax assets from tax loss carryforwards were recognized
to the extent that it is probable that they can be offset with
future taxable income from the respective Siemens Healthi-
neers’ entities. Tax receivables and liabilities as well as de-
ferred tax assets on loss carryforwards of Siemens Healthi-
neers’ entities and operations that did not constitute a sepa-
rate tax payer in the reporting periods were treated as contri-
butions or transfers from reserves by shareholders, and are not
included in the comparable period.

In December 2017, in the process of the U.S. tax reform the
Tax Cuts and Jobs Act was enacted, entailing significant
changes to U.S. income taxation. The reduced corporate in-
come tax rate (“Federal Tax Rate”) from 35% to 21% and the
revaluation of deferred taxes resulted in deferred income tax
benefits of €48 million. Adopting the new territorial taxation
system and the transition tax on retained foreign earnings led
to current tax expenses of €21 million. In the first half of fiscal
year 2018, the impacts reduced Siemens Healthineers’ effec-
tive tax rate by three percentage points. The potential impacts
are subject to estimates based on best information and inter-
pretations currently available. Due to the complexity and the
magnitude of new regulations Siemens Healthineers has not
yet completed the assessment of the tax impacts. Additional
tax adjustments may need to be made in subsequent periods
as Siemens Healthineers or local tax authorities obtain more
accurate information, e.g. through new clarification guidance,
which might result in future tax expenses or benefits.

Recently adopted accounting pronouncements

In May 2014, the International Accounting Standards Board
("IASB”) issued IFRS 15, Revenue from Contracts with Custom-
ers. According to the new standard, Revenue is recognized to
depict the transfer of promised goods or services to a custom-
er in an amount that reflects the consideration to which Sie-
mens Healthineers expects to be entitled in exchange for
those goods or services. Revenue is recognized when, or as,
the customer obtains control of the goods or services. IFRS 15
supersedes IAS 11, Construction Contracts, and IAS 18, Reve-
nue, as well as related interpretations. The standard is effec-
tive for annual periods beginning on or after January 1, 2018;
early application is permitted. The Company has adopted the
standard for the fiscal year beginning as of October 1, 2017
retrospectively, i.e. the comparable period is presented in
accordance with IFRS 15.

The application of IFRS 15 as of October 1, 2017 and the prep-
aration of the comparable period for fiscal year 2017 con-
firmed that there are no significant impacts on Siemens
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Healthineers’ Financial Statements. Net assets as of October 1,
2016 increased by €98 million. The increase mainly arises
from an earlier recognition of variable consideration compo-
nents and as transfer of control may occur before the transfer
of significant risks and rewards for certain goods.

According to IFRS 15, once either party to an existing contract
(i.e. the customer or Siemens Healthineers) has performed,
the contract is presented in the financial statements as a Con-
tract asset or a Contract liability, depending on the relationship
between Siemens Healthineers' performance and the custom-
er's payment.

Therefore, mainly two effects from IFRS 15 are reflected in the
Consolidated Statements of Financial Position of Siemens
Healthineers:

* Anincrease of net assets resulting from the earlier revenue
recognition under IFRS 15.

* Reclassifications due to the newly introduced balance sheet
line items Contract assets and Contract liabilities, such as
the reclassification of advance payments received from the
line item Inventories to the line item Contract liabilities or
the reclassification of customer advances for service busi-
ness from the line item Other current liabilities to the line
item Contract liabilities.

For further details, please see also Note 26 — Effects from the
adoption of IFRS 15 to the Combined Financial Statements for
the fiscal years ended September 30, 2017, September 30,
2016 and September 30, 2015.

noTE 3 — Scope of consolidation

The Half-year Consolidated Financial Statements as of

March 31, 2018, include 122 fully consolidated companies.
Additionally, eight associated companies and joint ventures
are accounted for using the equity method in accordance with
IAS 28, Investments in Associates and Joint Ventures.

Businesses in accordance with IFRS 3, Business Combinations,
that were transferred from Siemens Group to Siemens
Healthineers during the legal reorganization have already been
included in the Combined Financial Statements for the fiscal
years ended September 30, 2017, September 30, 2016 and
September 30, 2015.

Acquisition of Epocal

On October 31, 2017, Siemens Healthineers successfully com-
pleted the acquisition of all shares in Epocal, Inc. and selected
assets (“Epocal”) from Alere Group, due to their divestment of
this business in connection with the review by the Federal
Trade Commission and the European Commission of Abbott
Laboratories’ agreement to acquire Alere. Epocal develops and
provides point-of-care blood diagnostic systems for healthcare
enterprises and it allows Siemens Healthineers to complete its
blood gas portfolio. The acquired business is integrated in the
Diagnostics segment.

The contractually agreed purchase price amounted to
US$200 million (€172 million as of the acquisition date) and
was paid in cash.

The preliminary purchase price allocation as of the acquisition
date resulted in Other intangible assets of €71 million, Proper-
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ty, plant and equipment of €13 million, Other assets of

€9 million, Deferred tax liabilities of €16 million and Other
liabilities of €1 million. Other intangible assets mainly relate to
technology of €47 million and customer-related intangible
assets of €24 million. Goodwill of €96 million comprises in-
tangible assets that are not separable such as employee know-
how and expected synergy effects. Thereof, €35 million are
expected to be deductible for tax purposes.

The purchase price allocation is preliminary as the detailed
analysis of the assets and liabilities has not yet been finalized.

Acquisition of Fast Track Diagnostics (“FTD")

On December 19, 2017 Siemens Healthineers successfully
completed the acquisition of all shares in Luxembourg-based
FTD Investments S.a r.l. FTD provides globally a broad range of
diagnostic tests, covering major disease groups. The acquired
business is integrated in the Diagnostics segment and allows
Siemens Healthineers to underscore its commitment to mo-
lecular diagnostics.

The estimated purchase price amounted to €80 million as of

the acquisition date. The closing payment of €60 million was
paid in cash. The preliminary difference of €20 million is sub-
ject to post-closing adjustments.

The preliminary purchase price allocation as of the acquisition
date resulted in Other intangible assets of €27 million, Cash
and cash equivalents of €6 million, Other receivables of

€2 million and Deferred tax liabilities of €8 million. Goodwill of
€53 million comprises intangible assets that are not separable
such as employee know-how and expected synergy effects.

The purchase price allocation is preliminary as the detailed
analysis of the assets and liabilities has not yet been finalized.

noTE 4 — Provisions for pensions and similar obliga-
tions

In the second quarter of fiscal year 2018, the Group estab-
lished a contractual trust arrangement (“CTA") in Germany to
finance its obligations related to defined benefit pension plans
that had already been transferred from Siemens Group to
Siemens Healthineers as part of the legal reorganization. Dur-
ing the interim reporting period Siemens Healthineers re-
ceived assets by way of a capital contribution, recognized
within capital reserves, from Siemens AG which were funded
into the CTA and classify as plan assets. As of March 31, 2018
their fair value amounts to €758 million. Siemens Healthi-
neers’ net defined benefit balance is reduced accordingly.

For further information about post-employments plans, please
see Note 15 — Provisions for pensions and similar obligations
to the Combined Financial Statements for the fiscal years end-
ed September 30, 2017, September 30, 2016 and Septem-
ber 30, 2015.

NoTE 5 — Equity

Siemens Healthineers AG was established in a notarial founda-
tion deed on December 1, 2017 with a share capital of

€50 thousand. On February 2, 2018, in the context of the
legal reorganization of Siemens Healthineers, the extraordi-
nary shareholders’ meeting resolved to increase Siemens
Healthineers AG’s share capital from €50 thousand to
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€1.0 billion by issuing 999,950,000 new shares against contri-
butions in kind by Siemens Group. Value of contributions in
kind exceeding the increase of share capital is accounted for in
the Capital reserve and the Retained earnings as of March 31,
2018. In addition, contribution from the transfer of plan assets
is comprised in the Capital reserve (please refer to Note 4 -
Provisions for pensions and similar obligations).

As of March 31, 2018, Siemens Healthineers AG’s issued capi-
tal is divided into 1,000,000,000 registered shares with no par
value and a notional value of €1.00 per share. The shares are
fully paid in. At the shareholders’ meeting, each share has one
vote and accounts for the shareholders’ proportionate share in
Siemens Healthineers AG’s Net income. All shares confer the
same rights and obligations.

As of March 31, 2018, Siemens Healthineers AG does not hold
any of its own shares, nor does a third party hold any shares of
Siemens Healthineers AG on behalf of, or for the account of,
Siemens Healthineers AG. The extraordinary shareholders’
meeting held on February 19, 2018 authorized the Managing
Board to repurchase shares of the Siemens Healthineers AG
until February 18, 2023 for every permissible purpose, up to a
limit of 10% of its share capital as of the date of the resolution
or as of the date on which the authorization is exercised if the
latter value is lower.

As of March 31, 2018, total authorized capital of Siemens
Healthineers AG is €500 million, issuable on one or more occa-
sions until February 18, 2023 by issuing up to 500,000,000
new ordinary registered shares with no par value against cash
and/or contributions in kind. In addition, as of March 31, 2018,
Siemens Healthineers AG’s conditional capital is €100 million
or 100,000,000 shares. It can be used for serving convertible
bonds or warrants under warrant bonds.

The amount of the dividend to be paid for the fiscal year end-
ing September 30, 2018, upon which the general sharehold-
ers’ meeting will resolve in 2019, shall be calculated based on
the Group's Net income generated during the entire period
from October 1, 2017 until September 30, 2018, as if no profit
transfer pursuant to the domination and profit and loss trans-
fer agreement between Siemens AG and Siemens Healthcare
GmbH had occurred. The domination and profit and loss trans-
fer agreement was terminated with effect as of March 31,
2018.

Capital management

The Group's Equity consists of the Issued capital of Siemens
Healthineers AG, Reserves, Other components of equity and
the Equity attributable to non-controlling interests. In addition,
financing is primarily provided by the Siemens Group through
multicurrency revolving credit facilities and existing term
loans. For further information about the financing with Sie-
mens Group, please refer to Note 10 — Related party transac-
tions.

Other changes in equity

During the periods presented in the Half-year Consolidated
Financial Statements, the line item Other changes in equity as
included in the Consolidated Statements of Changes in Equity
mainly contains specifics in connection with the formation as
well as the funding of the Group and the results from the
application of the separate tax return approach.
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noTE 6 — Earnings per share

Basic earnings per share are computed by dividing Net income
attributable to the ordinary shareholders of Siemens Healthi-
neers AG by the weighted average number of outstanding
shares of Siemens Healthineers AG. For the interim reporting
period ended March 31, 2018, 1,000,000,000 shares are the
basis for calculating basic earnings per share. Additional
10,182 shares from dilutive share-based payment plans have
to be considered when computing diluted earnings per share,
as of March 31, 2018. Profit transfers according to the domi-
nation and profit and loss transfer agreement between Sie-
mens Healthcare GmbH and Siemens AG had no effect on the
calculation of earnings per share.
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note 7 — Financial instruments
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The following table discloses the carrying amounts of each category of financial assets and financial liabilities:
]

Mar 31, Sep 30,
2018 2017
Category of
financial assets Measurement/
and financial Fair value Carrying Carrying
(in millions of €) liabilities hierarchy amount amount

Loans and receivables’

Cash and cash equivalents

Derivatives designated in a hedge accounting relationship
Derivatives not designated in a hedge accounting relationship
Available-for-sale financial assets?

Receivables and other receivables from Siemens Group

Financial assets

Financial liabilities measured at amortized cost?

Derivatives designated in a hedge accounting relationship
Derivatives not designated in a hedge accounting relationship
Payables and other liabilities to Siemens Group

Financial liabilities

Categories of financial assets and financial liabilities:

LaR = Loans and receivables, FAHfT = Financial assets held-for-trading, AfS = Available-for-sale;

FLaC = Financial liabilities measured at amortized cost; FLHfT = Financial liabilities held-for-trading

The levels of the fair value hierarchy and its application to the financial assets and financial liabilities are
described below:

Level 1: quoted prices in active markets for identical assets or liabilities;

Level 2: inputs other than quoted prices that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices); and

Level 3:inputs for the asset or liability that are not based on observable market data.

The carrying amount of Other liabilities to Siemens Group
(residual term > one year) which relate to Siemens Healthi-
neers’ business in the U.S. is €3,475 million and €5,052 million
as of March 31, 2018 and September 30, 2017, respectively,
while the fair values amount to €3,207 million and

€4,883 million, respectively, which are based on prices provid-
ed by price service agencies at the period-end date (Level 2).
The decrease is mainly related to the repayment of U.S. dollar
denominated loans provided by Siemens Group. For further
information, please refer to Note 10 — Related party transac-
tion.

LaR Amortized cost

n.a -
n.a. Level 2 )

FAHfT Level 2 ) 9
AfS  Atcost/Level 1 T 51
LaR Amortized cost 1687

FLaC Amortized cost
n.a. Level 2
FLHfT Level 2

FLaC Amortized cost

1) Reported in the following line items: Trade and other receivables, Other current financial assets, Other
financial assets - except for separately disclosed derivative financial instruments and available-for-sale financial
assets.

2) Thereof equity instruments classified as available-for-sale, for which a fair value could not be reliably meas-
ured and which are recognized at cost: €43 million (September 30, 2017: €42 million). In addition, the fair
value (Level 1) of the remaining available-for-sales financial assets as of March 31, 2018 and September 30,
2017 amounts to €8 million and €8 million, respectively.

3) Reported in the following line items: Short-term debt and current maturities of long-term debt, Trade

payables, Other current financial liabilities, Long-term debt, Other financial liabilities - except for separately
disclosed derivative financial instruments.

The fair values of the remaining long-term loans (residual
term > one year) provided by Siemens Group to Siemens
Healthineers approximate the carrying amount as the interest
rates approximate market rates.

For further information related to the fair values of financial
assets and liabilities, please see Note 19 — Financial instru-
ments and hedging activities to the Combined Financial
Statements for the fiscal years ended September 30, 2017,
September 30, 2016 and September 30, 2015.
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noTE 8 — Segment information
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Additions to intangible
assets and property,
plant and equipment

and Additions to assets

leased to others in

Amortization, deprecia-

External r Interseg it r u Total revenue Profit® Assets Free cash flow operating leases tion & impairments

First half First half First half First half First half First half First half First half Mar 31, Sep 30, First half First half First half First half First half First half

(in millions of €) 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017

Imaging 3,758 3,863 132 117 3,889 3,980 742 755 6,119 6,041 504 732 61 47 64 61

Diagnostics 1,899 2,057 0 0 1,899 2,057 224 275 4,447 3,915 -108 40 211 203 92 115

Advanced Therapies 711 733 9 5 720 738 137 168 877 879 108 130 5 4 4 5

Total segments 6,368 6,653 140 122 6,508 6,775 1,103 1,198 11,442 10,835 504 902 276 253 160 181

Reconciliation to Consolidated Financial 57 70 ~140 -122 -83 -52 -294 -238 7,385 10,278 -322 -333 65 50 88 102
Statements

Siemens Healthineers 6,425 6,723 0 0 6,425 6,723 809 960 18,828 21,113 183 569 341 303 248 283

1) Siemens Healthineers: Income before income taxes
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Accounting policies and segment measurement principles are
the same as those described in Note 23 — Segment infor-
mation to the Combined Financial Statements for the fiscal
years ended September 30, 2017, September 30, 2016 and
September 30, 2015.

Siemens Healthineers’ Revenue includes revenue from lease
contracts in the amount of €70 million and €74 million in the
six months ended March 31, 2018 and 2017, respectively.

For each of the segments, Revenue mainly results from per-
formance obligations satisfied at a point in time, especially
resulting from the sale of products including consumables and
reagents in the Diagnostics segment.

The performance obligations related to maintenance contracts
for products sold are generally satisfied over-time with reve-
nue recognized on a straight-line basis.

Reconciliation to Consolidated Financial Statements
]

Profit

First half

(in millions of €) 2018 2017

Total segments

Centrally carried pension expense

Amortization of intangible assets acquired in business

combinations 64
Eliminations, Corporate Treasury, Corporate items,

. -200
other items
Reconciliation to Consolidated Financial Statements -294
Siemens Healthineers — Income before income taxes 809

In the six months ended March 31, 2018 and 2017, Corporate
Treasury includes interest expense of €90 million and €125
million respectively, related to loans with Siemens Group.

Assets

Mar 31, Sep 30,
(in millions of €) 2018 2017
Total segments 11,442
Assets pensions 22
Assets Real Estate 573

Asset-based adjustments

Receivables from Siemens Group 1,687
Tax-related assets 633

Liability-based adjustments

Payables and other liabilities to Siemens Group 5,154

Tax-related liabilities 490
Elimin.ations, Corporate Treasury, Corporate items, o _ 1174
other items !
Reconciliation to Consolidated Financial Statements 7,385
Siemens Healthineers - Total assets 18,828
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|
Free cash flow

First half
(in millions of €) 2018 2017
Total segments I 504
Central items -109
Tax-related cash flows o —195
Other items o - 18
Siemens Healthineers - Free cash flow o 183

Remaining cash flows from investing activities’ -222
Cash flows from financing activities T 5 7
Effect of Fhanges in exchange rates on cash and T _ 5
cash equivalents

Changes in cash and cash equivalents T 1 2

1) excluding additions to intangible assets and property, plant and equipment

noTE 9 — Information about geographies

The following table discloses the revenue by location of cus-
tomers:

First half

(in millions of €) 2018 2017

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

Americas

Asia, Australia

Siemens Healthineers
thereof Germany
thereof foreign countries

therein U.S.
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noTE 10 — Related party transactions

Siemens Healthineers maintains business relations with Sie-
mens Group and with associates of both Siemens Group and
Siemens Healthineers. The Siemens Group is a related party, as
Siemens AG controls Siemens Healthineers.

Transactions with Siemens Group

Sales of goods and services and other income, as well as pur-
chases of goods and services and other expenses from trans-
actions with the Siemens Group in the six months ended
March 31, 2018 and 2017 are presented in the following ta-
ble:
]
Purchases of goods

and services and
other expenses

Sales of goods and
services and other
income

First half First half
(in millions of €) 2018 2017 2018 2017
Siemens AG 4 -206
Other Siemens Group companies 145 -133

Sales to and purchases from Siemens Group

Supply and delivery agreements exist between Siemens
Healthineers and Siemens Group. Siemens Healthineers is
supplied by Siemens Group and delivers to Siemens Group
goods and services on a case by case basis.

Other expenses

In the six months ended March 31, 2018, Siemens Healthi-
neers received support for central corporate services, such as
tax and legal, IT, corporate communications, human resources,
accounting, financial services and treasury from Siemens
Group in an amount of €259 million (€239 million in the six
months ended March 31, 2017).

Siemens Healthineers entered into a number of standardized
transitional service agreements and largely standardized long-
term service agreements with companies of the Siemens
Group, as service providers, and companies of Siemens
Healthineers, as service recipients. With respect to certain
services, Siemens AG and Siemens Healthineers have agreed
on a minimum service volume commitment based on ex-
pected service volume requirements. As of March 31, 2018,
the commitment amounts to €451 million.

IPO costs

On December 22, 2017, Siemens AG and Siemens Healthcare
GmbH, as the holding company for major parts of Siemens
Healthineers at that point in time, entered into an agreement
pursuant to which Siemens AG agreed to provide certain ser-
vices to Siemens Healthcare GmbH in order to support Sie-
mens Healthineers in preparing the IPO. As consideration for
the provision of the relevant services, Siemens Healthcare
GmbH agreed to pay to Siemens AG a reasonable compensa-
tion, covering, in particular, the fees payable to third parties
instructed (such as, for example, underwriters, legal counsels
or auditors) or costs otherwise arising in the context of the
IPO.
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In the six months ended March 31, 2018 expenses relating to
the IPO in an amount of €94 million were incurred, therein
€92 million were charged by Siemens Group to Siemens
Healthcare GmbH. The expenses are included in the line item
Other operating expenses in the Consolidated Statements of
Income.

Receivables from and payables to Siemens Group
Siemens Healthineers’ receivables from and payables to Sie-
mens Group are as follows:
|

Receivables Payables

Mar31, Sep30, Mar31, Sep30,

(in millions of €) 2018 2017 2018 2017

Siemens AG 1,075 1,310

Other Siemens Group companies 613 3844
Total 1,687 5,154
thereof
from Siemens Credit Warehouse 1 -------------------------
from financing activities - 1 650 --------- 4113
from otheritems 36 ----------- 7 041

Siemens Credit Warehouse

In the past, Siemens Healthineers participated in the factoring
program called “Siemens Credit Warehouse”. Siemens Healthi-
neers transferred trade receivables to Siemens Group including
all relevant collection risks, but was still responsible for the
administration of the trade receivables. Due to the planned
termination of the participation in the Siemens Group factor-
ing program, the transfer of trade receivables from Siemens
Healthineers to Siemens Group was stopped in December
2017.

Financing

Siemens Healthineers is included in Siemens Group’s cash
pooling and cash management. Siemens Healthineers invests
excess short-term liquidity and is granted overdraft facilities
for financing its operating activities.

The financing arrangements of Siemens Healthineers provided
by Siemens AG consist of a multicurrency revolving credit
facility in an amount of up to €1.1 billion to serve as a working
capital and short-term loan facility, and a multicurrency revolv-
ing credit facility in an amount of €1.0 billion which provides
funding for back-up purposes.

In addition, the Siemens Group provides term loans with vari-
ous maturities and currencies. As of March 31, 2018, existing
term loans are mainly denominated in U.S. dollar with approx-
imately US$1.6 billion maturing until 2023 (September 30,
2017: US$3.3 billion), approximately US$1.7 billion maturing
in 2026 (September 30, 2017: US$1.7 billion) and approxi-
mately US$1.0 billion maturing in 2046 (September 30, 2017:
US$1.0 billion). The decrease relates to the early repayment of
several loans during the interim reporting period. In connec-
tion with the legal reorganization of the Group those loans
were repaid in an amount reflecting their fair value at the
repayment date. Due to differences between the fair value and
carrying amount of the loans these transactions resulted in a
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gain of €27 million which is shown in the line item Interest
income of the Consolidated Statements of Income.

Other items

On November 26, 2014, Siemens AG and Siemens Healthcare
GmbH concluded a domination and profit and loss transfer
agreement. The profit attributable to Siemens AG for the six
months ended March 31, 2018 amounts to €778 million. The
domination and profit and loss transfer agreement between
Siemens AG and Siemens Healthcare GmbH was terminated by
way of mutual termination agreement with effect as of

March 31, 2018.

Other material relationships with Siemens Group

Hedging

Siemens Healthineers’ hedging activities are performed mainly
via Corporate Treasury of Siemens AG. The consideration is
based on market rates. The related receivables and payables
are mainly disclosed in the line items Other current financial
assets and Other current financial liabilities in the Consolidated
Statements of Financial Position.

Collaterals, letters of support and guarantees

In the past, Siemens Group issued guarantees for or on behalf
of Siemens Healthineers in connection with the operating
business of the Group. As of March 31, 2018, the guarantees
issued by Siemens AG amount to €95 million (September 30,
2017: €96 million) while guarantees issued by other Siemens
Group companies amount to €334 million (September 30,
2017: €350 million).

In addition, Siemens AG provides letters of support in favor of
banks and insurances, e.g. in connection with guarantee credit
lines and overdraft facilities of the Group. As of March 31,
2018, the obligations secured by letters of support amount to
€316 million (September 30, 2017: €298 million).

Transactions with pension schemes and pension entities

In some countries, mainly in the U.K. and U.S., Siemens
Healthineers participates in Siemens Group pension plans and
trusts. For further information, please refer to Note 15 — Provi-
sions for pensions and similar obligations to the Combined
Financial Statements for the fiscal years ended September 30,
2017, September 30, 2016 and September 30, 2015.

Joint Ventures and Associates

In the six months ended March 31, 2018, Siemens Healthi-
neers purchased goods and services from Siemens Healthi-
neers’ joint ventures and associates in an amount of

€34 million (six months ended March 31, 2017: €34 million).

Related individuals

As of March 31, 2018, Siemens Healthineers is controlled by
the ultimate parent, Siemens AG. Therefore, Siemens AG's
Managing Board and Supervisory Board are deemed key man-
agement. Information related to Siemens AG’s Managing
Board and Supervisory Board can be found in Siemens AG’s
publicly available financial statements.

Prior to the formal appointment of the current Managing
Board of Siemens Healthineers AG on March 1, 2018 Siemens
Healthineers was managed by the members of the Managing
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Board of Siemens Healthcare GmbH which was defined as the
key management of Siemens Healthineers who were respon-
sible for the worldwide operating business of Siemens
Healthineers, based on their function within Siemens Healthi-
neers.

A one-time IPO incentive will be granted, beside other em-
ployees, to the members of the Managing Board of the Group.
The amount of the IPO incentive depends on the success of
the offering, on the performance of the Company’s share as
well as the current and future performance of the Company.
The IPO incentive will be granted as forfeitable stock commit-
ments, in two tranches each with a three-year vesting period.

The key management personnel further includes the Supervi-
sory Board of Siemens Healthineers AG and the Supervisory
Board of Siemens Healthcare GmbH which had the oversight
over the Managing Board of Siemens Healthcare GmbH until
its members have been appointed as the Managing Board of
Siemens Healthineers AG.

The Supervisory Board of Siemens Healthineers AG consists of
nine members. All of the members are appointed by the
shareholders’ meeting and represent the shareholders. Pursu-
ant to German rules on co-determination (unternehmerische
Mitbestimmung), Siemens Healthineers AG is not required to
establish a co-determined supervisory board as Siemens
Healthineers AG employs less than the relevant number of
employees. In accordance with German co-determination
rules, employees of other Group companies are not attributed
to Siemens Healthineers AG.

Siemens Healthineers AG’s fully owned-subsidiary Siemens
Healthcare GmbH has a co-determined supervisory board
(mitbestimmter Aufsichtsrat) with 16 members (equally split
between shareholder representatives and employee repre-
sentatives).
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Additional Information

C.1.Responsibility statement

To the best of our knowledge, and in accordance with the applicable reporting principles for half-year financial reporting, the
Half-year Consolidated Financial Statements give a true and fair view of the assets, liabilities, financial position and profit or loss
of the Group, and the Interim Group Management Report includes a fair review of the development and performance of the
business and the position of the Group, together with a description of the material opportunities and risks associated with the
expected development of the Group for the remaining months of the financial year.

Munich, April 27,2018
Siemens Healthineers AG

The Managing Board

Dr. Bernhard Montag Dr. Jochen Schmitz Michael Reitermann
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C.2 Review report

To Siemens Healthineers AG, Munich

We have reviewed the half-year consolidated financial statements comprising the consolidated statements of income, compre-
hensive income, financial position, cash flows and changes in equity, and notes to the half-year consolidated financial state-
ments, and the interim group management report, of Siemens Healthineers AG, Munich for the period from October 1, 2017 to
March 31, 2018, which are part of the half-year financial report pursuant to Sec. 115 WpHG (“Wertpapierhandelsgesetz”: German
Securities Trading Act). The preparation of the half-year consolidated financial statements in accordance with IFRS applicable to
interim financial reporting as issued by the IASB and as adopted by the EU and of the interim group management report in ac-
cordance with the requirements of the WpHG applicable to interim group management reports is the responsibility of the Com-
pany’s management. Our responsibility is to issue a report on the half-year consolidated financial statements and the interim
group management report based on our review.

We conducted our review of the half-year consolidated financial statements and the interim group management report in ac-
cordance with German generally accepted standards for the review of financial statements promulgated by the Institut der
Wirtschaftspriifer (IDW - Institute of Public Auditors in Germany) and in supplementary compliance with International Standard
on Review Engagements 2410, “Review of Interim Financial Information Performed by the Independent Auditor of the Entity”.
Those standards require that we plan and perform the review so that we can preclude through critical evaluation, with a certain
level of assurance, that the half-year consolidated financial statements are not prepared, in all material respects, in accordance
with IFRS applicable to interim financial reporting as issued by the IASB and as adopted by the EU and that the interim group
management report is not prepared, in all material respects, in accordance with the requirements of the WpHG applicable to
interim group management reports. A review is limited primarily to making inquiries of company personnel and applying analyti-
cal procedures and thus does not provide the assurance that we would obtain from an audit of financial statements. In accord-
ance with our engagement, we have not performed a financial statement audit and, accordingly, we do not express an audit
opinion.

Based on our review, nothing has come to our attention that causes us to believe that the half-year consolidated financial state-
ments are not prepared, in all material respects, in accordance with IFRS applicable to interim financial reporting as issued by the
IASB and as adopted by the EU or that the interim group management report is not prepared, in all material respects, in accord-
ance with the provisions of the WpHG applicable to interim group management reports.

Munich, April 27,2018

Ernst & Young GmbH
Wirtschaftsprifungsgesellschaft

Tropschug Esche
Wirtschaftspriferin Wirtschaftspriifer

34



Half-year financial report | Siemens Healthineers

C.3 Notes and forward-looking statements

This document contains statements related to our future business and financial performance and future events or developments
involving Siemens Healthineers that may constitute forward-looking statements. These statements may be identified by words
such as “expect,” “look forward to,” “anticipate,” “intend,” “plan,” “believe,” “seek,” “estimate,” “will,” “project” or words of similar
meaning. We may also make forward-looking statements in other reports, in presentations, in material delivered to shareholders
and in press releases. In addition, our representatives may from time to time make oral forward-looking statements. Such state-
ments are based on the current expectations and certain assumptions of Siemens Healthineers’ management, of which many are
beyond Siemens Healthineers’ control. These are subject to a number of risks, uncertainties and factors, including, but not limited
to those described in disclosures. Should one or more of these risks or uncertainties materialize, or should underlying expecta-
tions not occur or assumptions prove incorrect, actual results, performance or achievements of Siemens Healthineers may (nega-
tively or positively) vary materially from those described explicitly or implicitly in the relevant forward-looking statement. Sie-
mens Healthineers neither intends, nor assumes any obligation, to update or revise these forward-looking statements in light of
developments which differ from those anticipated.

"wu "u "u "un I "un
1

This document includes — in the applicable financial reporting framework not clearly defined — supplemental financial measures
that are or may be alternative performance measures (non-GAAP-measures). These supplemental financial measures should not
be viewed in isolation or as alternatives to measures of Siemens Healthineers’ net assets and financial positions or results of op-
erations as presented in accordance with the applicable financial reporting framework in its Consolidated Financial Statements.

Other companies that report or describe similarly titled alternative performance measures may calculate them differently.

This document is an English language translation of the German document. In case of discrepancies, the German language doc-
ument is the sole authoritative and universally valid version.

For technical reasons, there may be differences between the accounting records appearing in this document and those published
pursuant to legal requirements.
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