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SIEMENS FINANCIAL SERVICES LIMITED

ANNUAL REPORT AND FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2019

The directors of Sicmens Financial Services Limited (“the Company™) present the annual report containing a strategic report, directors™ report and
the financial statements for the year ended September 30. 2019.

STRATEGIC REPORT
Principal activities

Siemens Financial Services Limited is engaged in leasing, instalment credit facilities and receivables financing to clearly defined markets in the
UK within the business to business. healthcare and public sectors. The Company is authorised and regulated by the Financial Conduct Authority
in relation to consumer ¢redit and insurance intermediary activities.

General business review - Statement of Income

The performance in 2019 is in line with the expectations of the directors, and the directors believe the results for the vear reflect the ongoing
trading performance of the Company.

The Company made a net income for the financial year, net of taxation of £27.5m (2018: £27.7m). Performance rcmains strong with operating
profit falling slightly from the previous year. primarily due to a normalising credit environment following years of relatively low levels of bad
debts.

The directors work closely with management to anticipate risks from economic or global factors and plan accordingly. The Company has remained
vigilant over the warning signs exhibited in the global economy and uncertainty in the UK economy, which is partly due to the future trading
arrangements given that Brexit has now occurred. An evaluation of the potential impact of market factors is undertaken regularly by the
management so that the Company can respond appropriately. With regards to Brexit, the Company has assessed the potential impact on its business
on a short-to-medium term view only, particularly with regards to a so called ‘no deal” outcome, which remains a possibility at the end of
2020. While the broad paramcters of the future EU-UK relationship is clearer, it is impossible to take a longer-term view of the impact of Brexit
until the final outcome of the forthcoming trade negotiations betweer the two sides is known. most likely by the end of the year. Nonctheless, we
will continue to moniter developments and prepare.

The directors continue to continuously monitor all aspects of the COVID-19 situation, evaluating all new developments, risks and taking measures
1o protect the Company and its employees. The Company has robust Business Continuity provisions and has implemented measures which aim to
minimise business disruption with continued operations and support to its customers and partners during these challenging times including a
recognised need for appropriate forbearance with the circumstances faced. The health and safety of the Company’s employees and partners remains
a top priority and the Company will continue to follow Government advice as the situation develops.

General business review - Statement of Financial Position

The Company’s growth strategy of focusing on existing channels whilst developing strategically important channels has continued to be met with
success in focussing on Siemens channels and Siemens proximate markets. Overall new business bookings exceed the budget driven by continued
growth in the Vendor Finance and Vendor Referrcd channels. The Invoice Finance channel continues to grow but at a slower pace.

Total Assets increased by 0.3% to £1.670.5m (2018: £1,665.3m) despite a reduction in assets in the Vendor Referred channel following the early
termination of specific loan contracts. As with previous vears, the concentration risk in the portfolio is acknowledged with the financing of a large
infrastructure project. supporting the activities of Siemens, representing approximately 19% of year end assets.

The Company continues its prudent approach to credit management. Bad debt losses, although 41% higher than the previous ycar, are better than
budget and have normalised to 0.3% of carning assets (2018: 0.2%) following historically low levels in recent years. Total impairment allowances
provided at the year-end amount to 1.28% (October 1, 2018: 1.23%) of Financial Assets.

Management intend to maintain and further develop business in chosen channels with continued financing of opportunitics from the wider Siemens
Group where commercially appropriate and continued growth in Invoice Finance channel. The business expects to broaden further its served
markets by capitalising on the growing technology sector as well as ensuring the diversity of the portfolio is maintained, The business will also
seek to strengthen competitive advantage and continue to drive customer centric focus and standards across all channels with rigorous
benchmarking and monitoring of service levels. There is also continued planned investment in technology going forward with a focus on the
upgrading IT infrastructure, the implementation of digital processes and the roll out of digital products both internally and external facing. The
Company will continue its focus on the training and development of its employees alongside its inclusive and open culture.

Analysis of Financial Key Performance Indicators

Siemens Financial Services Limited measures ils performance on a number of key performance indicators, including revenue, profit from
operations and net cash from operations as discussed above. The company remains strongly capitalised with gearing of 80% (2018: 81%). In
addition. new orders received for Finance leases of £353.4m (2018: £319m), Operating leases of £98.9m (2018: £123m): Loans of £31.1m (2018;
£110m) and Invoice financing of £17.5m (2018: £49m) are considered to be a key performance indicator.



SIEMENS FINANCIAL SERVICES LIMITED

ANNUAL REPORT AND FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2019

Principal risks and uncertainties

The Company has implemented a co-ordinated set of risk management and control systems. including strategic planning and management
reporting. 1o help anticipate, measure, monitor and manage its exposure to risk. Risks which the Company faces include price and product
competition. compounded with entrants in the sectors in which we operate from both established finance institutions and investment vehicles
viewing these markets as providing attractive retumns, perlormance risks under long term fixed price contracts, loss of supply of product
componcnts, changes in the regulatory and legal environment. and credit and market risks, which may increase due to the global shortage of credit.

The Company has a diversified range of customers and revenue streams across a broad spectrum of industry types and business sectors and
provides products and services that support central and local government public serviees including public transportation and healtheare.

Based on the Company's forecasts, the directors consider that the Company will continue to trade profitably and generate positive cash flows from
operations over the next 12 months. Additionally, Siemens AG operates a cash pooling facility across its worldwide Group, Cash balances
generated by entities are passed to Siemens AG and companies are able to draw down on these facilities if required.

For 2019, based on their assessment of the Company's {inancial position, future performance, liquidity and risks, the directors have a reasonable
expectation that the Company has adequate resources to adopt the going concern basis of preparation for the financial statements,

Signed by order of the board of directors

Ll

R. T. Britton
Company Secretary

Approved by the directors on July 28th, 2020

Repistered office:

Sefton Park

Bells Hill

Stoke Poges
Buckinghamshire
SL2 418



SIEMENS FINANCIAL SERVICES LIMITED

ANNUAL REPORT AND FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2019

DIRECTORS' REPORT

The directors who served the Company during the year and subsequently were as follows:

J. Andrew Terminated October 26, 2018
1. E. Murnieks

M. Klein

R. A. Hargraves

}. M. Hobbs

None of the directors holding office at September 30. 2019 had notiticd a beneficial interest in any contract to which the Company or its subsidiary
undertakings were a party during the financial year.

The directors benefited from qualifying third party indemnity provisions in place during the financial year and at the date of this report.

DIVIDENDS
The directors recommended and paid a dividend of £20,0m representing £0.39 per share. for the year ended September 30, 2019 (2018: £20.0m).
FINANCIAL INSTRUMENTS

Siemens Financial Services Limited's financial risk management objectives and policies, including the exposure to market risk, credit risk and
liquidity risk are sct out in note 3 to the financial statements.

SUBSEQUENT EVENTS

As noted in the Strategic Report, the directors continue to continuously monitor all aspects of the COVID-19 situation. evaluating all new
developments, risks and taking measures to protect the Company and its employees. The World Health Organization did not declare the COVID-
19 outbreak to be a public health emergency until January 2020, any significant changes in business and economic events due to COVID-19 would
be considered a non-adjusting subsequent event. The Company considers that the impact of forbearance measures, and the broader economic
consequences of the crisis could result in a detrimental effect on operating results in the future; however, it is too early to reliably estimate the
impact at this time.

GROUP POLICIES
Employee participation

The directors continue to encourage employee participation within the Company. The Siemens Leadership Framework and Management
Development Programmes underpin the various metheds for encouraging an open and participative style of management and communication that
has been introduced in recent years: these include team briefings, intranet information and notices, staff forums and employee elections to the
Siemens Europe Committee and the European Works Council. We encourage suggestions and innovations for improving business performance,
business suggestion schemes and the staff dialogue process.

Environmental

As aleading global company, Siemens has a responsibility to comply with the highest ethical and legal standards while protecting the environment
and benefiting society as a whole. There arc a number of initiatives, such as the Siemens corporate responsibility award, to highlight and honour
those individuals and employee teams whose projects highlight the Company s commitment to making the world a better place.

Equal opportunities

The Company is committed to equal opportunities for all, free from discrimination and harassment. Siemens values the contribution of all
employees. All job applicants and employees, customers, visitors or contractors will reccive equal treatment regardless of sex. race, disability,
sexual orientation. religion or belief, age, colour, marital status, trade union membership, nationality or ethnic or national origins.

Within Siemens, applicants and employees will be recruited, selected, trained and promoted on objective grounds, i.. on the basis of their abilities
to contribute most effectively to the success of the Company. Wherever possible, we will assist disabled employees to enable them to work for the
Company and maximise their contribution and performance.

Business Stakeholders

Business relationships with the customers, suppliers, and other business partners are fundamental to Siemens. Siemens maintains business
relationships only with reputable partners who comply with the law. Siemens protects the interests of its customers through the careful selection
of suppliers and other business partners and through the standards set for own actions, Siemens only works with suppliers who arc prepared to
eliminate problems or implement risk reduction measures. The Siemens Code of Conduct is based on the UN Glebal Compact and the principles
of the International Labour Organisation, and it reflects the Siemens Business Conduct Guidelines.



SIEMENS FINANCIAL SERVICES LIMITED

ANNUAL REPORT AND FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2019

POLITICAL DONATIONS

No political donations were made during the current or preceding vear.

DISCLOSURE OF INFORMATION TO THE AUDITOR

The directors who held office at the date of approval of this annual report confirm that so far as they are aware, there is no relevant audit information
of which the Company s auditor is unaware, and each director has taken all steps that ought to have been taken as a director to make themsclves
aware of any relevant audit information and 1o establish that the Company’s auditor is aware of that information.

AUDITOR
In accordance with section 487(2) of the Companies Act 2006, Ernst & Young LLP will continue in office as auditer of the Company.

Signed by order of the board of directors

(A

R. T. Britton
Company Secretary

Approved by the directors on July 28th, 2020

Registered oftice:
Sefton Park

Bells Hill

Stoke Poges
Buckinghamshire
SL.24JS



SIEMENS FINANCIAL SERVICES LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE ANNUAL REPORT AND FINANCIAL
STATEMENTS

YEAR ENDED SEPTEMBER 30, 2019

The directors are responsible for preparing the strategic report. the directors” report and the financial statements in accordance with applicable law
and regulations.

Company Law requires the directors to prepare financial statements for each financial year. Under the law the directors have clected to prepare
the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice including FRS 101 “Reduced Disclosure
Framework™ (United Kingdom Accounting Standards and applicable law). The financial statements are required by law to give a true and fair
view of the state of affairs of the Company and of the profil or loss of the Company for that period. The directors have elecied to prepare the
financial statements in accordance with UK GAAP. In preparing those financial statements, the directors are required to:

P Sclect suitable accounting policies and then apply them consistently;
P Make judgements and estimate that are reasonable and prudent;

P State whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed and explained in
the financial statcments: and

P Prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company will continue in
business.

The directors are responsible for keeping proper accounting records that disclose, with reasonable accuracy at any time, the financial position of
the Company and to enable them to cnsure that the financial statements comply with the Companies Act 2006, They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The dircctors are responsible for the mainienance and integrity of the corporate and financial information. Legislation in the United Kingdem
governing the preparation and disscmination of financial statements may difter from Jegislation in other jurisdictions.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SIEMENS FINANCIAL SERVICES LIMITED

QOpinion

We have audited the financial statements of Siemens Financial Services Limited for the year ended 30 September 2019 which comprisc the
Statement of Income. the Statement of Financial Position, the Statement of Changes in Equity and the related notes! to 25, including a summary
of significant accounting policies, The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards including FRS 101 “Reduced Disclosure Framework™ {United Kingdom Generally Accepted Accounting
Practice).

In our opinion, the financial statements:
*  give a truc and fair view of the company’s affairs as at 30 September 2019 and of its profit {or the year then ended;
e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice: and
*  have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the financial siatements section of our report below. We are

independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial statements in the UK,
including the FRC’s Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter

We draw attention to Note 1 of the financial statements, which describes the consequences the Company is tacing as a result of COVID-19 which
is impacting the market demand credit quality. Qur opinion is not modificd in respect of this matter.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the 1SAs (UK) require us to report to you where:
e the directors’ use of the going concern basis of accounting in the preparation of the tinancial
statements is not appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertaintics that may cast significant doubt about the
company s ability to continue to adopt the going concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue.

Other information
The other information comprises the information included in the annual report set out on pages 1 to 44, other than the financial statements and our
auditor’s report thercon. The directors are responsible for the other information.

Our opinion on the financial statements docs not cover the other information and, except to the extent otherwise explicitly stated in this report, we
do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statcments. our responsibility is to read the other information and. in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If we identify such material inconsistencics or apparent material misstatcments, we are required to determine whether there
is a material misstatement in the financial statements or a material misstatement of the other information, If, based on the work we have performed,
we conclude that there is a material misstatement of the other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e theinformation given in the strategic report and the directors’ report for the financial year for which the financial statements are prepared
is consistent with the financial statements; and

s the strategic report and directors’ report have been prepared in accordance with applicable legal requirements.



Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit;

. the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

. the strategic report and directors' report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its envirenment obtained in the course of the
audit, we have not identified material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2008 requires

us to report to you if, in our opinion:

+ adequate accounting records have not been kept or returns adequate for our audit have not been received
from branches not visited by us; or

« the financial statements are not in agreement with the accounting records and returns; or

+ certain disclosures of directors’ remuneration specified by law are not made; or

+ we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 5, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the directors determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error,

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the company or to cease operations, or have no
realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’'s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with 1SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council's website at https:/f'www.frc.org uk/auditorsresponsibilities. This description forms

part of our auditor's report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Ty - o
; Lo
%/,./JJF - / -y

Gary Adams (Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
London

28 July 2020



SIEMENS FINANCIAL SERVICES LIMITED

STATEMENT OF INCOME
For the vears ended September 30, 2019 and 2018 (in thousands of £)

Revenue under effective interest rate method
Other Revenue
Cost of sales

Gross profit

Other operating cxpenses

Other operating income

Operating profit

Interest income/(expenses) fram pension plans and similar commitments, net

Income before tax

Income tax CXpLnses

Net income for the financial year

Note

11

2019

76,642
87,801
(103,938)

60,505

(42,061)
15,948

34,392

63

34,455

(6,968)

27.487

The notes on pages 12 1o 44 form an integral part of these financial statements. All amounts relate to continuing operations.

2018

77,608
82,775
{99,385)

60,998

(43.571)
16,966

34.393

(61)

34,332

(6,620)

27,712



SIEMENS FINANCIAL SERVICES LIMITED

STATEMENT OF COMPREHENSIVE INCOME
For the vears ended September 30, 2019 and 2018 (in thousands of £)

Net income for the financial year
Items that will not be reclassified to profit or less

Remeasurements of defined benefit plans gains / (losses)

Deferred tax (expense)/credit on remeasurement gains / {losses)

Total items that will not be reclassified to profit or loss

Other comprehensive income / (expense), net of income taxes

Total comprehensive income

Attributabte to: Owners of the Company

Note

19

2019 2018
27,487 27,712
12,415 (2,420)
(2,111) 411
10,304 (2,009)
10,304 (2.009)
10,304 (2,009
37,791 25,703
37,791 25,703

‘The notes on pages 12 to 44 form an integral part of these finaneial statements. All amounts relate to continuing operations.



SIEMENS FINANCIAL SERVICES LIMITED

STATEMENT OF FINANCIAL POSITION
As of September 30, 2019 and 2018 (in thousands of £)

Note 2019 2018
Restated*

ASSETS
Cash and cash equivalents 4,494 1667
Trade and other receivables 12 21,494 19.576
Loans and advances to customers 13 1,323,022 1.330.991
Other intangible assels 14 - -
Property, plant and cquipment 15 306,672 302.667
Post-employment benefits 19 7.163 -
Deferred tax asscts 11 7,666 10,374
Total assets 1,670,511 1.665.275
LIABILITIES AND EQUITY
Trade payables 16 1,417,313 1,415,410
Current provisions 18 - 86
Current income tax liabilities 12,233 7.460
Other current liabilities 17 19,295 25,428
Post-employment benefits 19 - 5,259
Total liabilities 1,448,841 1,453,643
Equity
Share capital 20 51,945 51,945
Retained earnings 169,725 159.687
Total equity 221,670 211.632
Total liabilities and equity 1,670,511 1.665.275

* Restated due to movement between deferred tax and current tax. Sec Note 11 for further details.

These financial staternents were approved and authorised for issue by the board of directors on July 28th. 2020 and were signed on their behall
by:

1. E. Murnigks J. M. Hobbs
Director Director

Registered number: 00646166
Siemens Financial Services Limited

10



SIEMENS FINANCIAL SERVICES LIMITED

STATEMENT OF CHANGES IN EQUITY
For the years ended September 30, 2019 and 2018 (in thousands of £)

Brought forward October 1, 2017

Net income for the {inancial year
Other comprehensive expense. net of income taxes

Total comprehensive income for the financial year
Dividends to equity holders

Balance at September 30, 2018 (as previously reported)

Brought forward October 1, 2018
Effect of retrospectively adopting IFRS 9

Balance as of October 1, 2018

Net income for the financial year
Other comprehensive income, net of income taxes

Total comprehensive income for the financial year

Dividends to equity hoiders

Balance at September 30, 2019

11

Noie

Share
capital

51,945

51,945

Retained earnings  Total equity
153.984 205,929
27,712 27,712
(2,009) (2,009)
25,703 25,703
(20.000}) (20,000)
159,687 211,632
159,687 211,632
(7,753) (7,753)
151,934 203,879
27,487 27487
10,304 10,304
37,791 37,791
(20,000) (20,000)
169,725 221,670




SIEMENS FINANCIAL SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the years ended September 30, 2019 and 2018 (in thousands of £)

1. Basis of presentation

The accompanying {inancial statements present the operations of the Company and have been prepared and approved by the directors in accordance
with Financial Reporting Standard 101 (“FRS 1017), ‘Reduced Disclosure Framework’ and applied in accordance with the Companies Act 2006,
FRS 101 sets out reduced disclosure framework for a ‘qualifying entity” as defined in the standard which addresses the financial reporting
requirements and disclosure exemptions in the individual financial statements of qualifying entities that otherwise apply the recognition.
measurement and disclosure requirements of International Financial Reporting Standards (“IFRS™). The financial statements arc generally
prepared on the historical cost basis, except as stated in note 2.

The Company is a qualifying entity for the purposes of FRS 101. The Company’s date of transition is October 1, 2018.

The following disclosure exemptions under FRS101 have been considered and applied where deemed 1o be applicable:
» TAS 7 cash flow statements and related notes:
»  IAS 8 the listing of or revised standards that have not been adopted (and information of their likely impact) may be omitted:
*  1AS 24 related party disclosure for intra-group transactions and disclosure of key management compensation:

+ ]AS 1 the requirement to present comparatives in roll-forward reconciliations for movements on share capital. property plant and
equipment and intangible assets.

The impact of adopting IFRS 9 ‘Financial Instruments” is explained further in notes 2 and 3. The remaining standards adopted did note have a
material impact on the financial statements.

The Company is a member of the Finance and Leasing Association and is compliant with the Finance and Leasing Association SORP.

Siemens Financial Services Limited has prepared and reporied its financial statements in Great British Pounds (GBP or £) and the financial
information is disclosed in thousands of £, except where stated otherwise. “k* denotes thousands of £, “m’ denotes millions of £ and ‘bn’ denotes
billions of £. Siemens Financial Services I.imited is a United Kingdom based company incorporated in England and Wales and is engaged in
leasing, instalmem credit facilities and receivables financing to clearly defined markets in the UK within the business to business, healthcare and
public sectors.

In these financial statements, the term “Group® refers to all companies for whom the uitimate parent undertaking is Siemens AG. The accounting
policies set out below have. unless otherwise stated, been applied consistently to all periods presented in these financial statements.

The Company has net current liabilities due to Amounts due to Group companies balances being heid as current and being contractually payable
on demand. Historically other Group companies have not demanded repayment of these intcrcompany balances and are not expected to demand
repayment in the foreseeable future even though they are classitied as current. Furthermore, based on the assessment of the Company’s financial
position, future performance, as well as the economic uncertainty caused by the subsequent events sct out in note 24, liquidity and risks, the
directors have a reasonable expectation that the Company has adequate resources to adopl the going concern basis of preparation for the financial
statements.

2. Summary of significant aceounting policies and critical accounting estimates

Revenue recognition — The company recognizes revenue, when or as controlled over distinct services are transferred to the customer: i.e. when
the customer is ablc to direct the use of the transferred service and obtains substantially all of the remaining benefits, provided a contract with
enforceable rights and obligations exists and amongst others collectability of considcration is probable taking into account the ¢company’s
customer’s creditworthiness. Revenue is the transaction price Siemens expects to be entitled to. Revenue is recognized for each performance
obligation either at a point in time or over time.

Income from lease arrangements: Operating lease income for equipment rentals is recognised on a straight-line basis over the lease term. An
arrangement that is not in the legal form of a lease is accounted for as a lease if it is dependent on the use of a specific asset or asscts and the
arrangement conveys a right to use the asset.

Receivables from finance leases, in which Siemens as the Jessor transfers substantially all the risks and rewards incidental to ownership to the
customer are recognised at an amount equal to the net investiment in the lease. Finance income is subsequently recognised based on a paticrn
reflecting a constant periodic rate of return on the net investment using the effective interest rate method. Profit from sale and leaseback transactions
is recognised immediately if significant risks and rewards of ownership have passed to the buyer. the leaseback results in an operating lease and
the transaction is established at fair value.

Lease incentives and initial costs are amortised against the lease margin over the lease term. Reccipts that were not fixed at lease inception are
booked as income when carned. Surrender premiums received in the period are included in rental income.

Dividends: Dividends are recognised when the right to receive payment is established.
Income from inferest: Interest is recognised using the effective interest rate method.

Other intangible assets — The Company amortises intangible assets with finite useful lives on a straight-line basis over their respective estimated
useful lives to their estimated residual values. Estimated useful lives for software, patents, licenses and other similar rights generally range from
three to five years, except for inlangible assets with finite useful lives acquired in business combinations.

12



SIEMENS FINANCIAL SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the years ended September 30, 2019 and 2018 (in thousands of £)

Property, plant and equipment — Property, plant and equipment. is valued at cost less accumulated depreciation and impairment losses.
Depreciation expense is recognised using the straight-line method, The estimated useful lives are assumed:

Furniture & office equipment 5 to [0 years
Equipment lcased to others generally 3 to 5 years

Residual values — Residual value exposure oceurs due to the uncertain nature of the value of an asset at the end of an agreement. Throughout
the life of an asset its residual value will fluctuate because of the uncertainty of the future market for that asset as well as general economic
conditions. Residual valucs are set at the commencement of the lease based upon management's expectation of future sale proceeds. During the
course of the lease, residual values are monitored so as to identify any changes. The monitoring takes account of the company's past history for
residual values and projections of the likely future market for cach group of assets. Any variance in the residual value is rccognised by the Company
and charged or credited to the statement of income over the remaining lives of the operating leases of the assets concerned.

Assets subject to eperating leases — Depreciation on assets subject to operating leases is provided to write off the cost of the assels less the
estimated residual value on a straight-line basis over the term of the lease.

Impairment of property, plant and equipment and other intangible assets — The Company reviews property, plant and equipment and other
intangtble assets for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
In addition, intangible assets with indefinite useful lives as well as intangible assets not yet available for use are subject to an annual impairment
test, Impairment testing of property. plant and equipment and other intangible assets involves the use of estimatecs in determining the assets’
recoverable amount which can have a material impact on the respective values and ultimately the amount of any impairment.

The Company's property, plant and equipment and other intangible assets to be disposed of are recorded at the lower of carrying amount or fair
value lcss costs to sell and depreciation is ceased.

Income taxes — Siemens AG and its subsidiaries opcrates in various tax jurisdictions and therefore has to determine tax positions under respective
local tax laws and tax authorities” views which can be complex and subject to different interpretations of taxpayers and local tax authorities.
Deferred tax assets are recognised if sufficient future taxable profit is available, including income from forecasted operating earnings, the reversal
of existing taxable temporary differcnces and established tax planning opportunities. As of each period-end, management evaluates the
recoverability of deferred tax assets, based on projected future taxable profits. As future developments are uncertain and partly beyond
management’s conirol, assumptions are necessary Lo estimate future taxable profits as well as the period in which deferred tax assets will recover.
Estimates are revised in the period in which there is sufficient evidence to revise the assumption. If management considers it probable that all or
a portion of a deferred tax asset cannot be realized, a corresponding valuation allowance is taken into account.

The Company applics IAS 12, Income Taxes. Under the liability method of IAS 12, deferred tax assets and liabilities arc recognised for the future
lax conscquences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective
tax bases. The effecl on deferred tax assets and liabilities of a change in tax laws is recognised in the statement of income, unless related to items
directly recognised in equity, in the period the new laws arc enacted or substantively enacted. Deferred tax assets are recognised to the extent that
it is probable that future taxable income will be available against which the deductible temporary differences, unused tax losses and unused tax
credits can be utilised.

Provisions — A provision is recognised in the Statement of Financial Position when it is probable that the Company has a present legal or
constructive obligation as a result of a past event, it is probable that an outflow of economic benefils will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. If the effect is material, provisions are recognised at present value by discounting
the expected future cash flows at a pre-lax rate that reflects current market assessments of the time value ol money. When a contract becomes
onerous, the present obligation under the contract is recognised as a provision.

Significant estimates are involved in the determination of provisions related to onercus contracts, warranly costs, asset retirement obligations,
legal and regulatory proceedings. The Company records a provision for onerous sales contracts when current estimates of total contract costs
exceed expected contract revenue. Onerous sales contracts are identified by monitoring the progress of the project and updating the estimate of
total contract costs which also requires significant judgement relating to achieving certain performance standards, as well as estimates involving
warranty costs and estimates regarding project delays including the assessment of responsibility splits betwcen the contract partners for these
detays.

Legal proccedings often involve complex legal issues and are subject to substantial uncertaintics. Accordingly, considerable judgement is part of
determining whether it is probable that there is a present obligation as a result of a past event at the end of the reporting period, whether it is
probable that such a legal proceeding will resull in an cutflow of resources and whether the amount of the obligation can be reliably estimated,
Internal and external counsels are generally part of the determination process. Due to new devclopments, it may be necessary, to record a provision
for an ongoing legal proceeding or to adjust the amount of a previously recognised provision. Upon resolution of a legal proceeding, the Company
may incur charges in excess of the recorded provisions for such matters. The outcome of legal proccedings may have a material effect on the
Company's financial position, its results of operations and or its cash flows.

For further explanation of the movement in provisions in the year see note 18.
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Financial instruments — A financial instrument is any contract that gives rise to a financial assct of one entity and a financial liability or equity
instrument of another cntity. Based on their contraciual cash flow characteristics and the business model they are held in, financial instruments are
classified as financial assets and financial liabilities measured at cost or amortised cost and financial assets and financial liabilities measured at
fair value and as receivables from finance leases. For additional information refer to note 3.

Regular way purchases or sales of financial asscts are accounted for at the trade date.

[nitially, financial instruments are recognised at their fair value. Transaction costs directly attributable to the acquisition or issue of financial
instruments are only recognised in determining the carrying amount. if the financial instruments are not measured at fair value through profit or
loss. Receivables from financc leases are recognised at an amount equal to the net investment in the lease. Subsequently, financial assets and
liabilities are measured according to the category to which they are assigned to.

The Company’s business model is determined at a level that reflects how groups of financial assets are managed together to achieve a business
objective. Financial assets that are held within a business model whose objective is to hold assets in order to collect contractual cash flows are
managed 1o realise cash flows by collecting contractual payments over the life of the instrument. The Company has concluded that all its financial
asscts arc held within this business model,

For financial assets held within such a business model, the nature of their contractual cash {lows must also be considered during classification —
this is the se-called SPPI {solely payments of principal and interest) criterion. Contractual cash flows that are solely payments of principal and
interest on the principal amount outstanding are consistent with a basic lending agreement. The Company has concluded that all financial assets
within the business model hold-to-collect satisfy the SPPI criterion.

Financial assets measured at amortised cost — Loans, receivables and other debt instruments held in a hold-to-collect business model with
contractual cash flows that represent solely payments of principal and interest are measurcd at amortised cost using the effective interest method
less valuation allowances for expected credit losses.

Valuation allowances are set up for expected credit losses, representing a forward-looking estimate of future credit losses inveolving significant
judgment. Expected credit loss is the gross carrying amount less collateral, multiplied by the probability of default and a factor reflecting the loss
in the cvent of default. The movement on the valuation allowance is given in note 13. Valuation allowances arc not recognised when the gross
carrying amount is sufficiently collateralised. Probabilities of default are mainly derived from rating grades. A simplified approach is used to
assess expected credil losses from trade reccivables and lease receivables by applying their lifetime expected credit losses. The valuation allowance
for loans and other long-term debt instruments are measured according o a three-stage impairment approach:

Stage 1: At inception, 12-month cxpected credit losses are recognised based on a twelve months probability of delault.

Stage 2: If the credit risk of a financial assct increascs significantly without being credit-impaired, lifetime expected credit losses are recognised
based on a lifetime probability of default. A significant increase in eredit risk is determined for each individual financial instrument using credit
ratings. A rating deterioration does not trigger a transfer into Stage 2, if the credit rating remains within the investment grade range. Financial
Instruments that have more than 30 days past duc payments will not be transferred into Stage 2, if the delay is not credit-risk-related.

Stage 3: If the financial asset is credit-impaired, valuation allowances equal lifetime expected credit losscs. A financial asset is considered credit-
impaired when there is observable information about significant financial difficulties and a high vulnerability to default, however, the definition
of default is not yet met. Impairment triggers include liquidity problems, a request for debt restructuring or a breach of contract. A credit-risk
driven contractual medification always resulls in a credit-impaired financial asset.

Financial assets are written off as uncollectible if recovery appears unlikely. Generally, if the limitation period expired, when a debtor’s sworn
statement of affairs is received, or when the receivable is not pursued due to its minor value. Receivables are written off when bankruptey
proceedings close.

Derivative financial instruments are measured at fair value through profit or loss. The Company docs not apply hedge accounting.

A financial assct is derecognised when the rights to cash flows expire or the financial asset is transferred to another party. Significant modifications
of contractual terms of a financial asset measured at amortized cost result in derecognition and recognition of a new financial asset.

The Company measures financial liabilities, except for derivative financial instruments, at amortised cost using the effective intcrest method.
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For the years ended September 30, 2019 and 2018 (in thousands of £)

The guantitative impact of applying IFRS 9 us at Octaber, I 2018 is disclosed below.

The retrospective effect of applying IFRS 9 had a total impact of £7.8m to equity. IFRS 9 increased valuation allowances by £3.3m. mostly for
lease receivables. Transition effects from adopting IFRS 9 were recognised cumulatively in Equity as of October 1, 2018.

The effect of adopting IFRS 9 as at October 1, 2018 was as follows;

IAS 39 IFRS 9
September 30, 2018 Remeasurement October 1, 2018
l.oans and advances to customers 1,330,991 (9.264) 1,321,727
Provision contained in loans and advances above (7,384) (9,264} (16.648)
Trade and other receivables 19,576 (77} 19,499
Deferred tax asset 7772 1.588 9.360

Loans, receivables and other debt instruments held in a hold-to-collect business model with contractual cash flows that represent solcly
payments of principal and interest are measured at amortised cost.

Upon adoption of IFRS 9 the Company recogrised an additional impairment on the Company’s Loans and advances (o customers of £9.3m.

Cash and cash equivalents — The Company considers all highly liquid investments with less than three months maturity from the date of
acquisition to be cash equivalents. Cash and cash equivalents are measured at cost. The Company is part of a cash pooling arrangement across the
worldwide Siemens Group. Balances within this facility are classitied as Receivables from Group companies and Amounts due to Group
companies.

Leases — Leases where substantially all of the risks and rewards of ownership arc transferred to the lessee are classified as finance leases. All
others are deemed operating leases.

»  Lcases in which the Company is the lessee:

Under finance leases. the minimum lease obligation, or if lower, the asset’s fair value, is capitalised within property, plant and equipment
at the commencement of the lease and depreciated over the shorter of the useful economic life and the lease term. The rental obligation
is recorded as a borrowing at a similar amount. Each lease payment is allocated between liability repayment and finance charges in a
way so as to achieve a constant effective interest ratc on the balance outstanding. Under operating leases, the asset docs not appear in
property, plant and equipment and lcase payments are charged 1o the Statement of Income on a straight-line basis aver the lease term.

e Leases in which the Company is the lessor:

Under finance leases, the agset leased out is not shown in the Company's property, plant and equipment. Receivables from finance leases,
in which the Company as lessor transfers substantially all the risks and rewards incidental to ownership to the customer are recognised
at an amount equal io the net investment in the lease. Finance income is subsequently recognised based on a pattern reflecting a constant
periodic rate of return on the net investment using the cffective interest method. Under operating leases, the asset leased out appears in
property. plant and equipment and lease income is eredited to the Stalement of Income on a straight-line basis over the lease term.

Pension costs and other post-retirement benefits

Defined contribution plan — The asseis of the scheme are held separately from those of the Company in an independently administered fund. The
amount charged to the Statement of Income represents the contributions payable to the scheme in respect of the accounting period and represents
the full extent of the Company's liability.

Defined benefit plans —— The Company measurcs the entitlements by applying the projected unit credit method. The approach reflects an actuarially
calculated net present valuc of the future benefit entitlement for services already rendered. In determining the net present value of the future benefit
entitlement for service already rendered (Defined Benefit Obligation {DBQ)), the expected rates of future salary increase and expected rates of
future pension progression are considered. The assumptions used for the calculation of the DBO as of the period-end of the preceding financial
year are used to determine the calculation of service cost and interest income and expense of the following year. The net interest income or
expense for the financial year will be based on the discount rate for the respective vear multiplied by the net defined liability (asset) at the preceding
financial year's period-end date.

Service cost and past service cost for post-employment benefits and administration costs unrelated to the management of the plan assets are
allocated among functional costs. Past scrvice costs and settlement gains and losses are recognised immediately in the Statement of Income. For
unfunded plans, the amount of the line item Post-employment benefits equals the DBO. For funded plans, the Company offsets the fair value of
the plan assets with the DBO. The Company recognises the net amount, after adjustments for effects reflating to any asset ceiling,

Remeasurements comprise of actuarial gains and losses, as well as the difference between the return of plan assets and the amounts included in
net interest on the net defined benefits liability or asset. They are recognised by the Company in the Statement of Comprehensive Income, net of
income taxes.

Actuarial valuations rely on key assumptions including discount rates, expected compensation increases, rates of pension progression and mortality
rates. Discount rates used are determined by reference to yields on high-quality corporate bonds of appropriate duration and currency at the end
of the reporting period. In case such yields are not available discount rates are based on government bonds yields. Due to changing market,
economic and social conditions the underlying key assumptions may differ from actual developments. For a discussion of the current funded status
see note 19.

15



SIEMENS FINANCIAL SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the years ended September 30, 2019 and 2018 (in thousands of £)

Borrowing costs -— The Company pays or receives interest on some of its intercompany cash balances, These are recognised within interest in
the Statement of Income when incurred or receivable. All costs directly attributable to the cost of a qualifying asset are capitalised.

Guarantees — In the ordinary course of business. the Company provides financial guarantees, consisting of letters of credit. guarantees and
factlity commitments. Financial guarantees are initially recognised in the financial statements (within ‘trade and other payables') at fair value,
being the premium received. Subsequent to initial recognition, the Company’s liability under each guarantee is measured at the higher of the
amount initially recognised less, when appropriate, cumulative amortisation recognised in the Statement of Income or recoverable value. The
premium received is recognised in the Statement of Income in ‘revenue' on a straight-line basis over the life of the guarantee, For additional
information please refer to note 22,

Commissions — Commissions payable in respect of operating leases, loans and finance leases and other initial direct costs that are deemed to be
part of the cost of new business assets are capitalised and amortised against the operating leases. loans and finance lease margin over the lease
term. Other commission is charged as incurred,

Foreign currency transactions — Transactions that are denominated in a currency other than the functional currency of an entity, are recorded
at that functional currency applying the spol exchange rate at the date when the underlying transactions are initially recognised. At the end of the
reporting period, foreign currency denominated monetary assets and liabilities are re-valued to functional currency applying the spot exchange
rate prevailing at that date. Gains and losses arising from these foreign currency revaluations are recognised in the Statement of Income. Those
foreign currency-denominated transactions which are classified as non-monetary are remeasurcd using the historical spot exchange rate.
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3. Financial instruments

The following table presents the carrying amounts of each category of financial asscts and financial liabilities:

Financial assets

Cash and cash equivalents

Loans and advances to customers

Total finance lease and other loans and advances

Total

Trade and other receivables
Amounts duc from Group companies

Trade receivables from the sale of goods and services

Other receivables

Total financial assets

Financial liabilities

Trade and other payables
Amounts owed to Group companies — current
Amounts owed to Group companies ~ non current

Total amounts owed to Group companies
Trade and other payables

Provision

Total financial liabilities

September 30,

2019 2018
4,494 1,667
1,323,022 1,330,991
1,327,516 1,332,658
- 1

10,684 12,621
10,810 6,954
1,349,010 1,352,234
September 30,

2019 2018
506,843 472 878
904,291 933,884
1,411,134 1,406,762
25,475 39,335

- 86
1,436,609 1,446,183

The fair values of cash and cash equivalents. loans and advances, trade and other receivables, overdrafts, Group payables and other payables

approximate their carrying amount largely due to the short-term maturitics of these instruments.

The value of long-term (non-current) fixed-rate and variable-rate assets and Liabilitics are evaluated by the Company based on paramcters such as
interest rates and the risk characteristics of the contracts. At September 30, 2019 and September 30, 2018, the carrying amounts of such receivables,
net of allowances. approximate their fair values due to low interest ratcs and net matched funding in line with the Company’s strategy to hold to
maturity. The financial income and expenses for the above financial assets and liabilitics are disclosed in notes 4, 5 and 9.
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Risk management framework
The following is & summary of the Company s risk management sirategics and the effect of these strategies on the financial statements.
The Company has exposure to the following risks from its use of financial instruments:
*  credit risk
+  market risk
e liquidity risk
¢  operational risk

This note presents information about the Company s exposure Lo each of the above risks, the company’s objectives. policies and processes for
measuring and managing risk, and the Company’s management of capital.

The board of dircctors has overall responsibility for the establishment and oversight of the Company’s risk management framework.

The Company’s risk management policies arc established to identify and analyse the risks faced by the Company, 10 set appropriate risk limits
and controls, and to monitor risks and adherence to limits, Risk management policics and systems are reviewed regularly to reflect changes in
market conditions, products and services offered. The policies are aligned with the established Siemens framework on which there is regular
reporting. The Company, through its training and management standards and procedures, aims to develop a disciplined and constructive control
environment, in which all employees understand their roles and obligations.

Audil governance and risk issucs are formally reported to the Board on a quarterly basis with executive management considering these issues in
monthly meetings. The board recognises it is important to encourage and sateguard the highest standards of integrity, financial reporting. corporate
governance, risk management and internal control.

The Company seeks to maintain profitability, a strong Statement of Financial Position in terms of low credit risk and strong collateral and asset
positions and liquidity, such that in a severe and exceptional event, capital and retained reserves together with net positive cash flows are more
than adequate to meet any losses and repayment of liabilities. Liquidity is provided by the wider Siemens Group with other risks supported locally
through operational policies aligned to the strategy of the business, supported by adequate capital resources.

(i) Credit risk
Credit risk is defined as an unexpected loss in financial instruments if the contractual partner is failing to discharge its obligations in full and on

time or if the value of collateral declines.

The effective monitoring and controlling of credit risk through credit evaluations and ratings is a core competency of our risk management system.
In this context, Siemens has implemented a binding credit policy for which the Company’s Risk Department is responsible for implementing and
addresses:

. Implemeniing credit policies in consullation with business units, covering collateral requirements, credit assessment, risk rating
and reporting, docurnentary and legal procedures, and compliance with regulatory and statutory requirements.

e FEstablishing the authorisation structure for the approval and renewal of credit facilitics.

*  Reviewing and assessing credit risk. The Risk Department assesses all credit exposures in excess of designated limits, prior to
facilities being committed to customers by the business unit concerned. Renewals and reviews of facilities are subject to the
same review process.

e Developing and maintaining the company’s risk ratings in order to catcgorise exposures according to the degree of risk of
financial loss faced and to focus management on the attendant risks. The risk grading system is used in determining where
impairment provisions may be required against specific credit exposures.

o Providing advice, guidance and specialist skills 10 business units to promote best practice throughout the company in the
management of credit risk.

e Monitoring and management of structured financing which is monitored on an ongoing basis to ensure that any changes in credit
quality are identified in a timely manner and appropriate measures taken.
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Measurement of Expected Credit Losses (ECL)

Financial assets, specifically loans and advances to customers, are accounted for at amortised cost and are evaluated for impairment on a basis
described in the accounting policy note (see note 2).

Ratings and individually defined credit limits are based on generally accepted rating methodelogies, with information obtained from customers.
external rating agencies, data service providers and Siemens’ credit default experiences. The credit model considers appropriate forward-looking
information relevant to the specific financial instrument like expected changes in the debtor’s financial position, ownership. management or
operational risks, as well as broadcr forward-looking information, such as expected macroeconomic, industry-related and competitive
developments. The ratings also consider a country-specific risk component derived from exlernal country credit ratings. Ratings and credit limits
for finaneial institutions as well as thc Company’s public and private customers, which are determined by internal risk assessment specialists, are
continuously updated and considered in determining the conditions under which direct or indirect financing will be offered to customers.

To analyse and monitor credit risks, the Company applies various systems and processes. A main element is a central IT application that processes
data from operating businesses together with rating and default information and calculates an estimate, which may be used as a basis for individual
bad debt provisions. Additionally, qualitative information is considered to particularly incorporate the latest developments.

On Ist October 2018 the Company adopted IFRS 9 *Financial Instruments” and recognised the ECIL. provision in accordance with this accounting
standard from that date. IFRS 9 accounting policies and the transitional disclosurcs are outlined in note 2. Below are the key judgements and
estimates made by management surrounding the measurement of ECL.

Significant increase in credit risk (SICR)

The Company applies a series of quantitative, qualitative and backstop criteria to determine if an account has demonstrated a significant increase
in credit risk and should therefore be moved to Stage 2.

¢ Quantitative criteria: A significant increase in credit risk is determined for ¢ach individual {inancial instrument using credit ratings.
A rating deterioration does not trigger a transfer into Stage 2. if the credit rating remains within the investment grade range.
Financial Instruments that have more than 30 days past due payments will not be transferred into Stage 2, if the delay is not credit-

risk-related.
e Qualitative criteria: Additionally, qualitative information is considered to particularly incorporate the latest developments.

Model calculation

The definitions of the ECL calculations are outlined below and the key elements are as follows:

s PD - The Probability of Default (*PD’) is an estimate of the likelihood of default over a given time horizon. A default may only
happen at a certain time over the assessed period, if the tacility has not been previously derecognised and is still in the portfolio.

¢« EAD - The Exposurc at Default (‘EAD’) is an eslimate of the exposure at a future default date, taking into account expected changes
in the exposure after the reporting date, including repayments in full, continued repayments of principal and interest, whether
scheduled by contract or otherwise, expected drawdowns on committed tacilities, and accrued interest from missed payments.

e LGD - The Loss Given Defauli (‘LGD’) is an estimate of the loss arising in the case where a default occurs at a given time. It is based
on the difference between the contractual cash flows due and those that the lender would expect to receive, including from the
realisation of any collateral. It is usually expressed as a percentage of the EAD.

ECL is the EAD, multiplied by the PD and the LGD.

Management adjustments are made (0 modelled output to account for situations where known or expected risk factors and information have not
been considered in the modelling process.
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Credit exposure

The following shows the maximum exposure to credit risk at September 30, 2019 and September 30, 2018:

September 30,
2019 2018

Loans and advances to customers
Finance lease and other loans and advances 1,323,022 1,330,991
1,323,022 1,330,991
Amounts due from Group companies - |
Cash and cash equivalents 4,494 1,667
Trade receivables from the sale of goods and services 10,684 12.621
Other reccivables 10,810 6,954
Financial assets subject to credit risk 1,349,010 1,352,234
Guarantecs and commercial commitments 8,661 12,579
Total financial assets subject to credit risk 1,357,671 1.364.813

The Company’s principal financial assets are balances with Group companics, loans and advances to customers and other receivables. The eredit
risk is primarily attributable to the Company s loans and advances to customers,

The Company has mitigated this financial risk by seeking various forms of collateral and/or security. In some cases further counterparty guarantees
are obtained.

The carrying amount is the maximum exposure to a financial asset’s credit risk, without taking account of any coHateral. Collateral reduces the
valuation allowance to the extent it mitigates credit risk. Collateral needs to be specific, identifiable and legally enforceable to be taken into
account,

An exposure is considered defaulted if the debtor is unwilling or unable to pay its credit obligations. A range of internally defined events trigger
a dcfault rating, including the opéning of bankruptcy proceedings, receivables being more than 90 days past due, or a default rating by an external
rating agency.

Credit exposure by market

The Company is subject to markel concentration risk. This risk is mitigated through maintaining a diverse portfolio across a varicty of market
channels. Management reviews the exposure by channel and, in respect of the loans and advances Lo customers, the split between market channels
is as follows:

Invoice Finance Vendor Finance Vendor Referred Str'l:l.c tured Other Total

mance
2019 84,051 534,574 286,454 328,136 89,807 1,323,022
2018 79,599 507,776 320,699 338.277 84,640 1,330,991
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Credit quality of financial assets

No allowances are provided against intercompany debts. For the purposes of the Company s disclosures regarding credit quality, financial assets
subject to credit risk have been analysed at September 30, 2019 and September 30, 2018 as follows:

2019

Financial assets with no impairment allowance
Financial assets with a collective impairment allowance
Financial assets with an individual impairment allowance

Impairment allowances

Total carrying amount

2018

Financial assets with no impairment allowance
Financial assets with a collective impairment allowance
Financial assets with a specific impairment allowance

Impairment allowances

Total carrying amount

Finance leases
and other loans

Trade and other

and advances to receivables Total
customers

416,296 21,494 437,790

923,398 405 923,803

218 - 218

1,339,912 21,899 1,361,811

(16,890) (405) (17,295)

1,323,022 21,494 1,344,516
Finance leases and

other loans and  Trade and other N
. Total
advances lo receivables

customers

488,422 19.576 507,998

849,713 - 849,713

240 - 240

1,338,375 19,576 1,357,951

(7.384) - (7,384)

1,330,991 19,576 1,350,567

The credit risk is managed by the application of a credit risk rating which is designed by the ultimate parent Company. There are monthly reviews
of large arrears balances which arc subsequently reclassified to indicate higher risk of loss, to limit the financial impact.

(a) Financial assets with a collective impairment allowance

Fhe following table sets out the Companies gross receivables and ECL provision for Icase receivables under simplified approach:

Gross lease receivables-Simplified approach

Investment Grade Ratings
Non-investment Grade Ratings
Gross Carrying Amount

Trade Receivables

Gross Exposure

ECL

Net Exposure

21

September 30, 2019 October 1, 2018
394,766 359.804

450,208 431,183

844,974 790,987

21,899 20,011

866,873 810,998

(16,305) (15,714

850,568 795,284
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The following table sets out the Companics loans and advances by credit risk category (general approach):

Gross loans and advances to customers-General approach

Stage 1 Stage 2 Stage 3 September 30, October 1,

2019 2018

Investment Grade Ratings 43,241 307,767 - 351,008 420,591
Non-investment Grade Ratings 136,073 7,282 575 143,930 126,797
Gross Carrying Amount 179,314 315,049 575 494,938 547,388

The following table sets out the reconciliation of movement in mstalment finance receivables and related ECL provision (General approach)

Gross loans and advances to customers

Stage 1 Stage 2 Stage 3 Total

Balance at October 1. 2018 224,544 322,415 429 547.388

Stage Transfers (L1 85 26 -

New Business 80,048 853 - 80,901

Receivables repaid or written off (125,167) (8,304) 120 (133,351)

Balance at September 31, 2019 179.314 315,049 575 494 938
ECL Allowance

Stage 1 Stage 2 Stage 3 Total

Balance at October 1. 2018 739 67 128 934

Stage Transfers (31 - 51 -

New Business 426 5 - 431

Change in valuation allowances {312) (49) 47 (314}

Receivables repaid or written off - - 61) (61})

Balance at September 31, 2019 802 23 165 990
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(b) Past due financial assets

An asset is considered past due when an obligor has failed 10 make a payment by the contractual due date. The following assets are past due as at

September 30, 2019 and September 30, 2018.

Not past due

2019

Loans and advances to
customers

Finance lease and other loans
and advances to customers

Past due less than

1,313,541

Total 1,313,541

Not past due

2018

Loans and advances to
customers

Finance fease and other loans
and advances to customers

1,316,489

Past duc less than
1 month

8,443

Total 1,316,489

8433

(¢) Financial assets that are impaired

Past due greater
than 1 month but than 2 months but
less than 2 months less than 3 months

Past due greater

Past due greater
than 1 month but than 2 months but
less than 2 months less than 3 months

Past due greater

Past due greater
than 3 months

4,128

4,128

Past due greater
than 3 months

4,522

4,522

Details of the specific and collective impairment allowances on loans and advances to customers are disclosed in note 13.

(ii) Market risk

(a) Residual value risk

Total

1,323,022

1,323,022

Total

1,330,991

1,330,991

Residual value risk arises Lo the exient that the market value of leased assets held falls below the expected recoverable amount of the assets.

A part of the Company s portfolio comprises operating leases, in which the Company retains a residual exposure to the equipment afier the lessee’s
minimum rental payment obligations have expired. The expectalion (based on the lease structure and the Company’s experience of operating
leasing in the local authority sector) is that the equipment will be re-leased, either to the original lessee or to a new lessee, or that the equipment
can be sold to the original supplicr or on the open market, all to the cffect that the residual exposure will be repaid without loss of principal, interest
or margin to the Company. Additionally the Company has secured insurances or guarantees through third parties for an element of the assumed
residual value for certain lease and equipment category types. Experience to date demonstrates that realised values consistently exceed assumed

values. The Company also has a low percentage of residual risk in certain finance leases.

23



SIEMENS FINANCIAL SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the years ended September 30,2019 and 2018 (in thousands of £)

Residual value positions as at September 30, 2019 and September 30, 2018 arc disclosed below:

2019 Within Between Between More than

| year 1-2 years 2-5 years 3 years Total
Operating leases, exposure by asset type
Medical 2,768 2,777 5,119 - 10,664
Reprographics and Information technology 3,231 3,033 5,611 1 11,876
Vehicles 16,011 10,105 35,405 11,344 72,865
Others 1,510 2,538 11,589 8,504 24,141
At September 30, 2019 23,520 18,453 57,724 19,849 119,546
2018 Within Between Between More than -

1 year 1-2 years 2-5 years 5 years otal
Operating leases, exposure by assct type
Medical 4,553 2,312 7.263 62 14190
Reprographics and Information technology 3,660 4,308 7.460 1 15,429
Vehicles 7,489 14 485 33,030 10,951 65,954
Others 1.019 768 10.447 6,066 18,300
At September 30, 2018 16,721 21,873 58.200 17,080 113,874
2019 Within Between Between More than |

1 year 1-2 years 2-5 years 5 years Tota
Finance lease, exposure by asset type
Medical 183 487 5,410 4,706 10,786
Reprographics and Information technology 1,076 1,532 8,092 67 10,767
Vehicles 1,962 550 1,443 3,369 7,324
Others 356 266 3,164 3,274 7,060
At September 30, 2019 3,577 2,835 18,109 11,416 35,937
2018 Within Between Between More than Total

1 year 1-2 years 2-5 years 5 years ora
Finance lease, exposure by asset type
Medical 119 153 4,134 3,385 7,791
Reprographics and Information technology 1,399 1,320 7,756 70 10,545
Vehicles 1,037 1,915 1,380 2,955 7,287
Others 431 348 2,077 2,947 5,803
At September 30, 2018 2.986 3,736 15,347 9,357 31,426

Finance leases include unguaranteed residual values of £27,603k (2018: £21,596k).
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(b) Interest rate risk
Interest rate risk arises from the sensitivity of financial assets and liabilities to changes in market interest rates.

At the reporting date the interest rate profile of the Company s interest-bearing financial instruments were:

September 30,
2019 2018

Fixed rate instruments
Financial assets 1,322,368 1.330,732
Financial liabilitics 1,411,134 1,406,762

Yariable rate instruments
Financial assets 654 259
Financial liabilities - -

Sensitivity analysis for fixed and variable rate instruments

'The Company does not account for any fixed rate financial assets and liabilitics at fair value through profit or loss and the Company does not hold
derivatives (interest rate swaps} as hedging instruments under a fair value or cash flow hedge accounting medel.

The Company seeks to mitigate the risk of change in interest rates by entering into a corresponding asset or liabilily with matching terms from the
parent company where appropriatc. At September 30, 2019 if interest rates had been 100bp higher or lower there would not have been any
significant effect on profit or equity on the basis that the assels are match funded.

(¢} Investment risk

The Company does not hold investments for trading purposes and has no trading book. It does not hold investments in publicly traded companies
or non-publicly traded companies.

{d) Foreign currency exchange rate risk

Forcign exchange rate fluctuations may create unwanted and unpredictable earnings and cash flow volatility. Where the Company is conducting
business with internalional counterpartics that leads to future cash {lows denominated in a currency other than its functional currency, it is exposed
to the risk from changes in foreign exchange rates. This risk is mitigated by financing the asscts with funding from the parent in the same currency.
The Company does not borrow or invest in foreign currencies on a speculative basis.

‘The wables below show the net foreign exchange transaction exposure by major currencies as of September 30, 2019 and September 30, 2018:

US$ Euro Total
2019
Net Statement of Financial Position exposure 242 (483) (241)
Thereof: Financial assets 5,014 6,469 11,483
Thereof: Financial liabilities 4,772) (6,952) (11,724)
Change in future cash flows resulting from 10% appreciation of GBP 24 (48) (24)
USS Euro Total
2018
Net Statement of Financial Position exposure 243 417) (174)
Thereof: Financial assets 4,060 6,579 10,639
Thereof: Financial liabilities (3,817 {6,996) (10.813)
Change in future cash flows resulting from 10% appreciation of GBP 24 (42) (17)

It is Siemens AG’s Group policy to use 10% to analyse the sensitivity of currency fluctuations.

The amount of foreign exchange recognised in the Statement of Income was a gain of £61k (2018: £13k loss). The Company makes no use of
derivative financial nstruments.
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(iif) Liquidity risk

Ligquidity risk results from the Company’s potential inability to meet its financial liabilities. e.g. for the settlement of its financial debt, paying its
suppliers and settling finance leasc obligations. In addition to having implemented effective working capital and cash management. the Company
mitigates liquidity risk by arranged credit facilities with other Siemens companies. Current account balances with other Group companies are
repayable on demand or due to certain triggering events. Historically other Siemens companies have not demanded repayment of these
intercompany balances.

The following table reflects all contractual maturities of financial liabilitics, including estimated interest payments and excluding the effect of

netting agreements:

Carrying Contractual Less than Between After
amount cash flows 1 year 1 year and 5 5 years
years
2019
Financial liabilities
Amounts owed to Group companics 1,411,134 2,170,286 518.887 959,750 691,649
Trade and other payables 25,475 25475 25,475 - -
Total 1,436,609 2,195,761 544,362 959,750 691,649
Carrying Contractual Less than Between After
amount cash flows 1 year | yearand 5 5 years
years
2018
Financial liabilitics
Amounts owed to Group companies 1.406.762 1,525,225 511.941 948.933 78,291
Trade and other payables 39,335 39335 39,333 - -
1,578,500 551,276 948.933 78.291

Total 1,446,097

Contractual cash outflows for financial liabilitics without fixed amount or timing, including interest, are based on the market conditions existing

at September 30, 2019,

Tradc payables and amounts owed to Group companies mainly originate from the financing of ioans and advances te customets.

To monitor existing financial assets and liabilities as well as to enable effective control of future risks, Siemens has established comprehensive

risk reporting covering its worldwide business units.

The following table reflects the calculation of the Company’s net liquidity: September, 30
2019 2018

Cash and cash equivalents 4,494 1,667
l.oans and advances to customers — current 357,416 307.847
Amounts due from Group companies — current - 1
Trade receivables from the sale of goods and services 10,684 12,621
Other receivables 10,810 6,954
383,404 329,050

Amounts owed to Group companies — current (note 16) 506,843 472,878
Other payables 25,475 39,335
532,318 512,213

Net debt (148,914) (183,123}
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In line with the funding strategy adopted for all wholly owned Siemens AG Group companies, funding is effected through the ultimate parent
wherever and whenever possible. Siemens AG have granted a Revolving Credit facility for an amount of £100m for an indefinite period to the
Company. The board’s concern is that should the ultimate parent be faced with a liquidity issue of its own, it may not be able to fulfil this
commitment. The board is of the view that this is not currently of material concern, since the holding company, at September 30, 2019, is rated
A+ with a market capitalisation of Euro 98.25bn (2018: Euro 92.61bn). However, should this change with negative implications, or should any
other adverse cvent or condition materialise, the board would have to immediately review the implications of such an event and act accordingly.
The strength of the parent is formally reviewed annually.

(iv) Operational risks

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the Company’s processes, personnel,
technology and infrastructure, and from external factors other than eredit, market and liquidity risks such as thosc arising from legal and regulatory
requirements and generally accepted standards of corporate behaviour. Operational risks arise from all of the Company 's operations and business
lines,

The Company's objective is to manage operational risk so as to balance the avoidance of financial losses and damage to the Company’s reputation
with overall cost effectivencss and to avoid control procedures that restrict initialive and creativity.

The primary responsibility for the development and implementation of controls to address operational risk is assigned to senior management within
each business unit. This responsibility is supported by the development of overall company standards for the management of operational risk in
the following arcas:

e requirements for appropriate segregation of duties, including the independent authorisation of transactions
requircments for the reconciliation and monitoring of transactions;

e  compliance with regulatory and other legal requirements;
¢  documecntation of controls and procedures to meet Siemens Internal Guidelines;

¢ rcquirements for the annual assessment of operational risks faced. and the adequacy of controls and procedures to address the risks
identified:

»  requirements for the reporting of operational losses and proposed remedial action:
s development of contingency plans;

= traming and professional development:

. ethical and business standards: and

s risk mitigation. including insurance where this is effective.

Compliance with Siemens and regulatory standards is supported by a programme of annual reviews undertaken by Group inlernal audit. The results
of internal audit reviews are discussed with the management of the business unit to which they relate, with summaries submitted to the Siemens
AG audit committee and senior management of the company.

Collateral

The Company does not hold any collateral that can be sold or re-pledged in the absence of defauit by the owner on contractual terms. Nor docs
the company pledge its financial assets as collateral to third parties.

Financial and non-financial assets obtained;
Balance as at September 30, 2019 (in thousands of £)

Nature of asset obtained Carrying amount of asset Policy
Finance [.eases 235 Sale of assets on bad debt cases.

Balance as at September 30, 2018 (in thousands of £)
Nature of asset obtained Carrying amount of asset Policy
Finance Leases 331 Sale of assets on bad debt cases.
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4. Revenue

Revenue is the aggregate of operating lease income, earnings from finance leases and ¢amings from loans and advances to customers. The policy
for revenue recognition is set out in note 2 above.

Year ended September 30,

2019 2018

Finance lease income 46,085 46,372
Income from other loans and advances to customers 30,557 31,236
Operating lease rental income 87,801 82,775
164,443 160.383

5. Cost of goods sold and services rendered

In relation to finance ieases, operating leases and loans and advances to customers, cost of goods sold and services rendered represents intcrest
payments and similar costs together with any commission payable.

Interest payable and similar costs included within the cost of goods sold and services rendered is as follows:

Year ended September 30,

2019 2018

Interest on finance lease and instalment finance agreements 29,246 28,446
Deprecialion on assets leased under operaling leases 74,480 70,260
Other 212 679
103,938 99,385

6. Other operating expenses

Year ended September 30,

2019 2018
Administrative expenses 13,066 15,919
Operating lease payments 1,726 1,586
Impairment allowances 4,340 3.571
Auditor’s remuneration for audit services 234 212
Personnel expenses 22,695 22,283
Total other operating expenses 42,061 43,571

Amounts payable to Emst & Young LLP and their associates by the Company in respect of non-audit services were £nil (2018: £nil).
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7. Staff numbers and costs

Year ended September 30,

2019 2018

Wages and salaries 18,021 18,207
Social security costs 3,062 2.647
Expenses relating to pension plans and employee benefits 1,612 1,429
22,695 22283

Expenses relating 1o pension plans and employee benefits include service costs for the period. Expected return on plan assets and interest costs arc
included in interest income and interest expense respectively.

The average number of employees (including executive directors) during 2019 and 2018 was 269 and 254, respectively. Pari-time employees are
counted as full units. The emplovees were engaged in the following activities:

Year ended September 30,
219 2018
Average Number Avcrage Number

Administration and general services 166 157
Sales and marketing 103 97
269 254

8. Directors’ emoluments

The dircctlors® aggregate emoluments, including pension contributions, in respect of qualifying services were:
Year ended September 30,

2019 2018
Emoluments receivable 1,013 1,320
Employer contributions to money purchasc schemes 24 18
1,037 1,338

The aggregate of emoluments and amounts receivable under long-term incentive schemes of the highest paid dircctor was £436,584 (2018:
£892.713). Two of the directors are a member of the defined contributions scheme, None of the directors are members of a defined benefit scheme.
Two of the directors have qualifying services shares receivable from a long-term incentive scheme,
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9, Other operating income

Proceeds from sale of leased assets

Cost of sale of leased assets sold

Profit on sale of leased assets
Management fees received from other Group companies
Insurance related fees

Other fee income

(Gain on settlement of loans

Total other operating income

10. Interest income and interest expense

Interest expense is all for financial assets or liabilities that are not at fair value through the Statement of Income.

The total amounts of interest income and expense were as follows:

Interest income from pension plans and similar commitments
Interest expense from pension plans and similar commitments

Interest inceme/(expense) from pension plans and similar commitments

Year ended September 30,

2019 2018
61,945 74,883
(59,707) (69.733)
2,238 5.150
3,334 3,105
5,665 5.451
3,236 3.054
1,475 206
15,948 16,966

Year ended September 30,

2019 2018
1,541 1.376
(1,478) (1,437)
63 6

Service cost for pension plans and similar commiiments are allocated among functional costs (Cost of sales and administrative expenses).
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11. Faxes

The analysis below is in reference to the total tax expense included in the Statement of Income,

Year ended September 30,

2019 2018

Current tax:
UK corporation tax 4,258 6,273
Foreign income taxes 12 106
Adjustments for prior years 513 1,161
4,783 7,540

Deferred tax:
Origination and reversal of temporary differences - currenl year 2,176 350
Origination and reversal of temporary differences - prior years 9 (1,270)
Tax expense 6,968 6,620

Of the deferred tax cxpense in 2019 and the deferred tax income in 2018, £2,185k and £920k, respectively, relate to the origination and reversal
of temporary differences.

For the years ended September 30, 2019 and 2018, the Company was subject to UK corporation tax at a rate of 19%.

The company has identified that the treatment of certain leases for tax purposes has resulted in a misallocation between those for which relief is
claimed in line with the accounts ireatment {long funding leascs) and those for which relief is claimed through capital allowances (tax based
leases). The error relating to these timing differences has resulted in equal and opposite adjustments of the current and deferred tax positions as at
1 October 2018 of £2,902k. For deferred tax this forms part of the net increase in the recognised asset of £2.602k excluding IFRS 9 restatement
effects, when combined with other estimation truc ups to lease classifications. For current tax this forms part of the net increase in liability of
£2.602k. There is an increase in the current year period tax charge of £513k from these effects.

The total tax expense differs from the amounts computed by applying the statutory UK tax rate as follows:

Year ended September 30,

2019 2018

Net income before tax (continuing operations} 34,455 34,332
Tax at 19% 6,546 6.523

Increase / (decrease) in income taxes resulting from:

Non-deductible losses and expenses 146 161

Over provided in prior years - deferred tax 9 (1.270)

Over provided in prior ycars - current tax 513 1.161
Irrecoverable foreign tax 10 86

Ratc change adjustment difference between Corporation Tax and Delerred Tax rate (256) “4n

Total income tax expense for the year 6,968 6,620

Deferred tax assets and liabilities arc measured at the tax rates that are expected to apply in the period when the asset is realised or the liability
settled, based on tax rates that have been enacted or substantively enacted at the Statement of Financial Position date.

The Finance Act 2016, included a reduction in the corporate tax rate to 19% {effective from April 2017) and to 17% (effective from April 2020},
Deferred tax assets and liabilities have been measured at the enacted tax rates that arc expected to apply to the period when the asset is realised
or the liability is scttled.
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Deferred tax assets and Habilities on a gross basis are summarised as follows:

Assets:

Property, plant and equipment

Pension plans and similar commitments
Liabilities

Deferred tax assets

Liabilities:

Pension plans and similar commitments

Deferred tax labilities

Total deferred tax assets, net

September 30,

2019 2018
8,676 8,325
- 894

208 155
8,884 10,374
(1,218) -
(1.218) -
7,666 10,374

Management considers to what extent it is probable that the deferred tax asset will be realised. The ultimate realisation of deferred tax asscts is
dependent upon the generation of future taxable profits during the periods in which those temporary differences and tax loss carry forwards become

deductible.

Deferred tax balances and expenses (benefits) developed as follows in the current and previous financial yeat:

Deferred tax assets balance as at October, 1
Income tax presented in the Statement of Income
Changes in items ot the Statement of Comprehensive Income

Deferred tax asscts balance as at September, 30
Adoption of [IFRS 9

Deferred tax assets balance as at October, 1

September 30,

2019 2018
11,962 9,043
(2,185) 920
(2,111) 411
7,666 10,374

- 1,588

7,666 11,962

As part of Budget 2020, the Government announced that the reduction in the corporate income tax rate to 17%, that was previously cnacted to be
effective from 1 April 2020, would be cancelled. The cancellation has been made effective by way of Budget Resolution. Censequently, the
corporate income tax rale remains at 19%. The proposed change was not substiantively enacted at the balance sheet date and therefore does not

impact on the carrving value of deferred tax assets and liabilities in the financial slatements.

For indicative purposes only. the effect of the cancelled corporate income tax rate reduction on the deferrcd tax balance as at 30 September 2019

1s shown below.

Deferred tax position at 17%

Deferred tax position at 19%

As of September 30, 2019 the Company had £nil (2018: £nil) of gross tax loss carry forwards.
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12. Trade and other receivables

Trade receivables from the sale of goods and services
Receivables from Group companies
Other receivables

Trade receivables from the sale of goods and services are all payable within 14 days.
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September 30,

2019 2018
10,684 12,621
- 1
10,810 6,954
21,494 19,576

None of the balance bears interest.
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13. Loans and advances to customers

Loans and advances to customers

Loans and advances to customers at net investment

2019

1,323,022

September 30,

2018

1,330,991

Net Impairment Carrying Net Impairment Carrying

Investment allowance amount Investment allowance amount

2019 2019 2019 2018 2018 2018

Finance leases 763,538 (15,900) 747,635 711.527 (6,989) 704,538
Instalment finance agreements 576,782 (1,395) 575,387 626,848 (393) 626,453
1,340,317 (17,295) 1,323,622 1,338,375 (7,384) 1,330.991

Movements in provision for expected credit losses

Loans, Receivables and other debt instruments measured at amortized cost

Loan and other debt instruments under the general

Trade receivables and

Lease
Receivables

approach other debt instruments
under the simplified
Stage 1 Stage 2 Stage 3 approach
Valuation allowance as of October 739 67 128 1.081 15,016
1, 2018
Change in valuation allowances 13 (46) 149 (1.071) 4,704
recorded in the Consolidated
Statements of Income in the current
period
Write-ofts charged against the - - (74) (100) (4,015)
allowance
Recoveries of amounts previously - - 13 496 195
written off
Stage transfers 51 - (51 - _
Valuation allowance as of 803 21 165 406 15.900

September 30, 2019
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Loans and advances

[Loans and advances 1o customers include the following receivables:

Less than one yvear
Between one and five vears
More than five years
Impairment aillowance

Finance lease receivables — Minimum lease payments

The following minimum lease payments are receivable on finance leases:

Within one year
After one year bul not morc than five ycars
More than five years

September 30,

2019 2018
357,416 307,847
692,909 733,246
289,992 295,282
(17,295) (7.384)
1,323,022 1,330,991
September 30,

2019 2018
264,509 248,002
498,275 456,168
28,657 30,530
791,441 734,700

The following table shows a reconciliation of minimum future lease payments to the gross and net investment in lease payments receivable:

Minimum future lease payments / gross investiment in leases
Less: Unearned finance income

Net investment in finance leases

14. Other intangible assets

September 30,

2019 2018
791,441 734.700
(27,906) (23,173)
763,535 711.527

The gross cost and accumulated amortisation of other intangible assets (all of which relate to software) as at 30 September 2018 and 2019, is

£6,615k; the net book value as at these dates was £nil.
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15. Property, plant and equipment

Cost
At | October 2018

Additions

Disposals

At 30 September 2019

Accumulated deprecjation
and impairment

At 1 October 2018
Charge for the year

Disposals

At 30 September 2019

Net book value at
1 OGctober 2018

Net book value at
30 September 2019

Equipment Furniture Total property,
leased to & office plant &
others equipment equipment
462,065 135 462,200
93,588 - 93,588
(80,243) (24) (80,267)
475,410 111 475,521
159,398 135 159,533
70,177 - 70,177
(60.837) (24) (60,861)
168,738 111 168,849
302,667 - 302,667
306,672 - 306,672

Includes fully depreciated assets with cost and accumulated depreciation of £111k (2018: £135k).

As of September 30, 2019 and 2018, the minimum future lease payments receivable that the Company, as a lessor. is cxpecting to receive under

non-cancellable operating leases as follows:

Not later than one year
Later than one year and not Jater than five years
Later than five years

16. Trade and other payables

Trade payables
Amounts due to Group companies

September 30,

2019 2018
92,629 86.473
215,882 217,122
30,882 29,514
339,393 333,109
September 30,

2019 2018
6,179 8,648
1,411,134 1,406,762
1,417,313 1,415410

Of the amounts due to group companics £904,29 1k (2018: £933,884k) is expected to be due over more than one year but can be repayable on

demand.
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17. Other current liahilities

September 30,
2019 2018
Other current liabilities 19,295 25,428
19,295 25,428
£7m (2018: £7m) of which. are employce related accruals for vacation payments, overtime and service anniversary awards,
18. Provisions
2019 2018
Balance at beginning of year 86 500
Additions - 86
Utilised - (500
Reversals (86) -
Balance at end of year - 86

£nil (2018: £86k). This is for other provisions relating to estimated obligations for dilapidations. £86k provision reversal in the year relates 1o the
asset retirement obligation.
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19. Post-employment benefits
Post-employment benefits provided by the Company are organised through defined benefit plans as well as defined contribution plans.
Siemens Benefits Scheme

Defined benefit plan

Siemens Benefits Scheme (“Scheme™) is a defined benefit scheme with assets held in separate trustee administrated funds. The amount of
contributions to be paid is decided jointly by the employer and the trustees of the Scheme. Assets held in trust are governed by UK regulations
and practice. The Scheme’s investment strategy is decided by the trustees, in consultation with the employer. The board of trustees must be
composed of representatives of the employer and Scheme participants in accordance with the Scheme’s legal documentation. The Company is one
of a number of companies that participate in this Scheme. which provides benefits based on final pensionable pay.

All members and their respective defined benefit obligations are allocated to individual participating employers, and asscts are allocated on a
similar basis, These atlocations allow net defined benefit costs to be charged to each company. Contributions for ongoing accrual in respect of
active members are based on each company's payroll, whilst the distribution of deficit and lump sum payments is the responsibility of the principal
and main participating employers.

The Company’s share of the Scheme is analysed below:

Movement in the Company's share of the net amount recognised:

September 30,

2019 2018
Company's share of the net amount recognised of the Scheme at beginning of year (5,259) (2,778)
Past service cost (56) -
Other finance income / {cost) 63 (61)
Remeasurements included in Statement of Comprehensive Income 12,415 (2.420)
Company's share of the net amount recognised of the Scheme at end of year 7,163 (5.259)

The disclosures which follow are for the Siemens Bencfits Scheme as a whoele.

The movement in the Scheme surplus is split between operating charges and finance items, which arc charged to the Statement of Income, and
remeasurement gains and losses. which are charged to the Statement of Comprehensive Income.

The numbers shown in this disclosure have been based on caleulations carried out by a qualified independent actuary to take account of the
requirements of [AS 19 in order to assess the liabilitics of the Scheme at September 30, 2019. The Scheme’s assets are stated at their market values
at September 30, 2019,

The Scheme covers 27,455 participanis, including 1,050 aclive employces, 14,905 former employees with vested benefits and 11.500 retirees and
surviving dependents.

The valuation used for IAS 19 disclosurcs has been based on a full assessment of the liabilities of the Siemens Benefits Scheme (SBS) as at
September 30, 2019, The present values of the defined benefit obligation ("DBO"). the related current service cost and any past service costs were
measured using the projected unit credit method,

The defined benefit sections of the Scheme are largely closed to new entrants. It should therefore be noted that under the projected unit method
that is required under IAS 19 the current service cost will increase as the members of the Scheme approach retirement.

Remeasurement gains and losses have been recognised in the period in which they occur, (but outside the Statement of Income), through the
Statement of Comprehensive Income.

Reconciliation of funded status to Statement of Financial Position:

September 30,

2019 2018
Fair valuc of Scheme assets 5,114,790 4,356,845
Present value of funded defincd bencfit obligations (4,263,140) (3,830,765)
Surplus recognised in the Statement of Financial Position 851,650 526,080
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Defined benefit costs are as follows:

Year ended September 30,

2019 2018
Current service cost 524 568
Past service cost/{(gain) 3,768 (4,100)
Net interest expense 100,060 104,649
Net interest income (113,951) (116,970)
Components of defined benefit cost recognised in the Statement of Income (9,599) (15.853)
Return on Scheme assets {excluding amounts included in net interest expense and net interest income) (775,530) 113,623
Remeasurement gains and losses 473,877 {107,538)
Remeasurements of defined benefit scheme recognised in the Statement of Comprehensive Income (301,659) 6,085
Defined benefit cosis (311,258) (9,768)

The past service cost in 2019 relates to the additional lLiability for equalising pension benefits for men and women in relation to guaranteed
minimum pension benefits.

Changes to the present value of the defined benefit obligation during the year:

September 30,
2019 2018
Defined benefit obligation at beginning of year 3,830,765 4,220,952
Current service cost 524 568
Past service cost/{gain) 3,768 (4,100
Interest expense 100,060 104,649
Remcasurcments:
Remeasurement gains from changes in demographic assumptions (99,216) (49,469)
Remcasurement losses/(gains) from changes in financial assumptions 598,386 (69,060)
Experience (gains)/losscs (25,293) 10.991
Scheme participants’ contributions 13,422 14,493
Benefits paid (159,276) (165,316}
Business combinations, disposals and other - (232,943}
Defined benefit obligation at cnd of yecar 4,263,140 3,830,765

The total DBO at the end of the year 2019 includes £329,114k for active employees (2018: £234,254k), £1,742,163k for former employces with
vested benefits (2018; £1,622,273k} and £2,191,863k for retirees and surviving dependents (2018: £1,974,238k).

The weighted average duration of the DBO was 17,0 years (2018: 17.2 years).
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Changes to the fair value of Scheme assets during the year:

September 30,

2019 2018

Fair value of Scheme assets at beginning of year 4,356,845 4,645.097

Interest income 113,951 116,970
Remeasurements:

Return on Scheme assets excluding amounts included in interest income and interest expense 775,536 (113,623)
Employer contributions 14,312 113,777
Scheme participants' contributions 13,422 14,493
Benefits paid (159,276) (165,316)
Business combinations, disposals and other - (254,553)
Fair value of Scheme assets at cnd of year 5,114,790 4,356,845
Actuarial assumptions:

The main assumptions used by the independent qualified actuaries to calculate the liabilitics under IAS 19 are set out below,

The assumptions used for the calculation of the DBO as of the period-end of the preceding fiscal year are used to determine the calculation of
service cost and interest income and interest expense of the following year. The interest income and intcrest expensc for the fiscal year will be
based on the discount rate at the beginning of the respective year multiplicd by the net of the fair value of Scheme assets and the DBO at the
preceding fiscal year's period-end date. The fair value of Scheme assets and DBO, and thus the interest income on Scheme assets and the interest
expense on DBO, are adjusted for significant events after the fiscal vear end, such as a supplemental funding, Scheme changes or business
combinations and disposals.

Assumed discount rates, compensation increase rates, pension progression rates used in calculating the DBO vary according to the economic
conditions.

Main financial assumptions:

Year ended September 30,

2019 2018

% p.a. % p.a.

Inflation (RPD) 3.00 3.20

Inflation (CPI) 2.00 2.10

Rate of general long-term increase in salaries 3.50 3.70
Rate of increase to pensions in payment

- inflation capped at 5% (RPI) 2.90 3.10

- inflation capped at 3% (RPI) 2.40 2.50

- inflation capped at 5% (CPI) 2.00 2.10

- inflation with a floor of 3% and a cap of 5% (RPI} 3.50 3.60

Discount rate for Scheme liabilities 1.97 2,90

Mortality assumptions:

The post-retirement mortality assumptions used in valuing the liabilities of the Scheme are bascd on the standard SAPS tables scaled by a factor
of 86.0% (2018: 86.0%) for males and 91.0% (2018; 91,0%) for females. In addition, there is an allowance for future longevity improvements in
line with the ceniral CMI2(18 (2018: CMI2017) projections with a long term rate of improvement of 1.25% p.a (2018: 1.25%). The changes in
mortality assumptions were adopted to reflect up-to-date conditions as of the remeasurement date.

Sensitivity analysis:

A one-half-percentage-point change of the established assumptions mentioned belore, used for the calculation of the DB as of September 30,
2019, would result in the following increase (decrease) of the DBO:

Effect on DBO as of September 30,

2019 due to

One-half % One-half %

Increase Decrease

Discount rate (341,212) 384,212
Rate of compensation increase 9,222 (7,206)
Rate of pension progression 311,687 (280,856)
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In order to determine the lengevity risk the mortality rates were reduced by 10% for all beneficiaries. The impact on the DBO amounts 10 £139,671k
as of September 30, 2019. i.c. the adjustment of the mortality rates by 10% results in an increase of life expectancy depending on the individual
age of each beneficiary. That means for example, that the life cxpectancy of a male Siemens employee aged 55 years as of September 30, 2019,
increases by 0.8 years.

When calculating the sensitivity of the DBO 1o significant actuarial assumptions the same method (present value of the DBO calculated with the
projected unit credit methad) has been applied as when calculating the pension obligation recognised in the Statement of Financial Position.
Increases and decreases in the discount rate, rate of compensation increase and rate of pension progression which are used in determining the DBO
do not have a symmetrical effect on the DBO primarily duc to the compound interest effect created when determining the net present value of the
future benefit. [f more than one of the assumptions were changed simultaneously, the cumulative impact would not necessarily be the same as if
only one assumption was changed individually. Furthermore, the sensitivities reflect a change in the DBO only for a change in the assumptions in
this exact magnitude, i.c. 0.5%. If the assumptions change at a different level. the effect on the DBO is not necessarily linear.

There were no changes in the methods used in preparing the sensitivity analyses.

Disaggregation of Scheme

assers:
£000s September 30, 2019 September 30, 2018
Quoted Quoted
market No quoted Total market No quoted Total
market price market price
price in in price in in
active active active active
market market market market
Asset Class
Equity securities:
International equities - - - 151,385 - 151,385
- - - 151,385 - 151,385
Fixed income securities:
Gavernment bonds 2,140,108 - 2,140,108 1,398,562 54.344 1,452,906
Corporaie bonds 449,229 - 449,229 302,123 11,507 313.630
Other - 364,900 364,900 - 364,700 364.700
2,589,337 364,900 2,954,237 1.700.685 430,551 2,131,236
Alternative investmenis:
Hedge Funds - 357,974 357,974 - 402,767 402,767
Real estate - 57,374 57,374 - 77,783 77,783
- 415,348 415,348 - 480,550 480,550
Multi strategy funds
342,570 - 342,570 232,232 - 232,232
Derivatives:
Interest risk - (18,543) (18,543) - (24,578) (24,578)
Credit, Inflation and Price risk - 19,214 19,214 - 29315 29,315
- 671 671 - 4,737 4,737
Cash and other assets
93,592 1,308,372 1,401,964 107,697 1,249.008 1,356,703
Total
3,025,499 2,089,291 5,114,790 2,191,999 2,164,846 4.356,845

The Scheme assets do not include any transferable financial instruments of the Company or property occupied by the Company.

41



SIEMENS FINANCIAL SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the vears ended September 30, 2019 and 2018 (in theusands of £)

The trustee of the Scheme has produced a Statement of Investment Principles in accordance with Section 35 of the Pensions Act 1995, This
statement sets out the trustee’s investment objectives and strategy. The trustee sets investment strategy taking into account the Scheme's liabilities,
the strength of the funding position and the trustee's appetite to risk, after taking appropriate investment advice. The trustee has allocated the
Scheme's assets to a mix of asset classes, primarily bonds (fixed and index-linked gilts and other non-gilt bonds). but also other investments
including (but not limited to) qualifying insurance policies, hedge funds. infrastructure and property. Derivative contracts are used to manage a
portion of the interest rate and inflation exposure of the liabilities and separately to manage exchange rate risk arising from the Scheme's
investments outsidc of the UK.

Future cash flows:

Employer contributions expected to he paid to the Scheme in 2020 are £1,306k and employer deficit funding contributions expected to be paid to
the Scheme in 2020 are nil.

Under the Pension Act 2004, every UK defined benefit scheme is subject to a statutory funding objective which requires the scheme to hold
sufficient and appropriate assets to cover its "technical provisions". These provisions are determined at least every threc years following agreement
between the Company and the trustees of the scheme upon the assumptions to be used in the valuation. Assumptions agreed in this triennial process
are not necessarily the same as those used in the annuval IAS 19 calculations, where the directors of the Company select the assumptions to be
used.

Any technical provisions' shortfall arising is required to be remedied, and a recovery plan is agreed between the trustecs and the Company, which
will take into account financial and demographic factors for each scheme, as well as the financial strength (covenant) of participating employers.
The timing and length of any recovery plan reflects the circumstances of each scheme, and results in a Schedule of Contributions which is signed
by both Company and trustees (the employer contributions expected to be paid for the following year are stated above).

The effective date of the most recent triennial valuation for the Sicmens Benefit Scheme was September 30, 2017.

A proportion of the employee contributions arc made via a salary sacrifice arrangement. For the purposes of these disclosures, these notional
employee contributions have been excluded from the service cost as have expected Age Related Rebates. They have also been excluded from the
estimate of next year’s employer contributions set out above.

Expected pension benefit payments:

Year ended September 30,

2019 159,276
2020 112,536
2021 112,216
2022 117.935
2023 122,456
2024 128,428
2025-2029 752,345

Defined contribution plan

The Company participates in a defined contribution pension plan. The pension cost charge for the period represents contributions payable by the

Company to the Scheme and amounted to £1,556k (2018: £1,429k).
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20. Share capital

September 30,

2019 2018
Authorised share capital
75.000.000 of £1 cach 75,000 75,000
Allotted, called up and fully paid:

September 30,

2019 2018
51.944,523 (2018: 51.944,523) Ordinary Shares of £1 each 51,945 51,945
21. Commitments and contingencies
As of September 30. 2019 [uture payment obligations under non-cancellable operating leases are as follows:

2019 2018

Total Total
Within one vear 715 723
After one year but not morc than five years 1,594 1,391

Total operating rental expense for the years ended September 30, 2019 and 2018 was £1.726k and £1.586k respectively.

The Company has a forward sell contract with Siemens AG to sell $2m on March 30, 2020. This is to secure future cashflows.

22. Guarantees and commercial commitments

September 30,
2019 2018
Guarantees and commitments 8,661 12,579

During the normal course of business Sicmens Financial Services Limited enters into commitments to provide credit facilities for leasing and for
future purchase of reccivables. As at September 30, 2019 the value of undrawn facilities to which the Company is committed lo was £6m (2018:
£5m). Where appiicable, refinancing facilities are in place to naturally hedge material positions to avoid interest and liquidity risk.

Amounts provided as credit guarantees for unfunded risk participations total £7m (2018: £7m). As a significant proportion of these guarantees are
expected to expire without being drawn upon, the total of the nominal principle amounts is not representative of future liquidity requirements,
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23. Capital management

The primary objective of the Company’s capital management is to ensure that it maintains sufficient capital in order to support its business and
maximise sharcholder value,

The Company manages its capital structurc and makes adjustments 1o it. in light of changes in economic conditions and strategic objectives. To
maintain or adjust the capital structure, the Group may adjust the dividend payment to shareholders or seek a capital injection from the parent
company. No changes were made in the objectives, policies or processes during the years ended September 30, 2019 and 2018 with the business
remaining adequately capitalised.

The Company monitors capital using a number of metrics including a gearing ratio, which is long term liabilities divided by capital plus long term
liabilities.

September 30,

2019 2018

Long term debt 574,713 924,270
Share capital 51,945 51,945
Reserves 169,725 159,687
Total equity 221,670 211,632
Gearing ratio 80% 81%

The Company’s policy is to review capital adequacy to ensure it reflects an adequately capitalised business with reference 1o the following:

. The credit quality of the portfolio;
. Operational risks existing within business channels: and
. Other identified risks including interest rate, foreign currency exchange and tax risk, concentrations, residual positions and sensitivity

to changing legal, markct and economic conditions.

This analysis is based on internal models utilising current credit metrics and Group policies consistently applied across the Group’s financial
services Sector. Capital adequacy will also be considered with regard to dividend policy and {uture growth expectations linked to the company’s
annual budgeting exercise to ensure it remains adequately capitalised tor the foreseeable future.

24, Subsequent events

As noted in the Strategic Report, the directors continue to continuously monitor all aspects of the COVID-19 situation, evaluating all new
developments, risks and taking measures to protect the Company and its employees. The World Health Organization did not declare the COVID-
19 outbreak to be a public health emergency until January 2020, any significant changes in business and economic events due to COVID-19 would
be considered a non-adjusting subsequent event. The Company considers that the impact of forbearance measures, and the broader economic
consequences of the crisis could result in a detrimental effect on operating results in the future: however, it is too early to reliably estimate the
impact at this time.

25. Ultimate parent undertaking

The ultimate parent undertaking is Siemens AG, incorporated in Germany. Siemens AG is the only Group undertaking of which the Company is
a member for which Group financial statements are prepared. Copies of the Group financial statements are available on the internet at
www.siemens.com/annualreport or obtained from:

Siemens AG
Werner-von-Siemens-Strasse |
[3-80333 Munich

Germany

The immediate parent undertaking is Sicmens Financial Services Holdings Limited, a company incorporated in England and Wales.
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