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Number of board meetings

C.3 Report of the Supervisory Board

()

TOPICS AT THE PLENARY MEETINGS

OF THE SUPERVISORY BOARD

We held a total of six regular plenary meetings and one extraor-
dinary meeting in fiscal 2017. Topics of discussion at our regular
plenary meetings were revenue, profit and employment develop-
ment at Siemens AG, the Company's operating units and the
Siemens Group as well as the Company’s financial position and
the results of its operations. We also concerned ourselves as re-
quired with major investment and divestment projects and with
certain risks to the Company.

At our meeting on November 9, 2016, we discussed the Compa-
ny's key financial figures for fiscal 2016 and approved the budget
for 2017. On the basis of reported target achievement, we also
defined the compensation of the Managing Board members for
fiscal 2016. The appropriateness of this compensation was con-

During the financial yvear H&M normally holds six regular board
meetings, one of which is the statutory board meeting. Extraordinary
board meetings are held when the need arises. The CEO attends all

board meetings, except when the CEO’s terms of employment are
being discussed. The CEO reports to the hoard on the operational
work within the group and ensures that the board is given relevant
and objective information on which to hase its decisions.

The CFO and chief aceountant also attend the board meetings
in order to provide financial information. The board is assisted by
a secretary who is not a member of the board.

During the 2016 financial year seven board meetings were held.
The level of attendance at board meetings is high, with each member’s
attendance shown in the table on page 60.

Work of the board in 2016

H&M's board meetings are generally struetured as follows, which is
then supplemented by one or more business presentations, e.g. by
heads of functions or country managers.

The following areas are usually reviewed at each board meeting:

e ' faa
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SOARD ACTIVITIES

TOPIC ACTIVITIES/DISCUSSION  ACTIONS ARISING PROCRESS

GE (K[E), 2017 Proxy Statement

Board & Committees

FULL BOARD

\ ’/1"'..—- _"‘-\- 2016 MEETINGS

' '{ — 17, Indluding & formal
£ { = e \

| | Lt |

Discussed strategic ~ — Agree anew three-year plan focused onrecovery — Three-year strategic planagreed | | | meatings of the
priorities across andgrowthin Clothing &Homeand growthinFood. - Detailedimplementation plans establishedand " \\q‘\& Independent directors
Food and Clothing - Focus onsimplifying organisational structure robust processesin place to manage and monitor —
& Home. andprocesses, their delivery. et o
— Deliver significantly greater focus on customers — Keyrisks and opportunities identified

and drive improvements in our brand position.
Agreed the strategic - Assesstheoptimisation of the Clothing & Home — Agreed expedited plan for reconfiguration of Clothing RECENT FOCUS AREAS
plan for the UK network, based on practical and deliverable actions. &Home space to be achieved over the next five years.
store estate. —» Deliverimproved sales and profitability through —» Agreed necessary actions and costs associated — Eapltal allocation Framewaork

enhancing the quality of our UK estate with delivery of the proposed strategy.

- Continue to drive Food storeroll-out programme. - Roll-out of ¢ 250 new Simply Food stores by 2019/20, — Significant portfolic changes

Reviewed the - Review performance and ownership structure of - Decision taken to exit loss-making, wholly-owned - Plannad combination of GE Ol & Gas with Baker 4 ugheg
Company's allInternational operations. retail businesses in specific regions, followin
Interﬁati);nal — Retain ourpositioaasan international retailer and completionofa thor%ugh cor?sultation proc%ss - Launch of GE Adgitive jArcam & Concept Laser acquisitons)
operations and reaffirm our clear commitment to continued growth with colleaguesin the affected markets, - Growthof GE Digital (SerdceMax & Merdium acguisitions)
set strategy for ininternational markets. 7 - Agreed the sale of three stores and head officein - Planned sale of non-core businesses (Water &
the future. — Develop strategy todeliver asustainable International  Remaniatoan existing franchise partner.

business built onaportfolioof profitablemarkets.  — Agreed restructure of current franchise model Industrial Selutions|
R, ... R ... OICreBSC COMPetitivenessinour chosenmarkets, — Alstom Integration & GE Capital exit plan progress
Discussed the Croup’s — Assess themedium-term capital and funding — Discussed the balance sheet strateqy, capital — Kay GE Inftiatives I;slmpllfltatll:-n gross marg/n Impraovemeant cash
capital structure structurein light of the three-year plan. efficiency and leverage position of the Croup. ! :
and financial - Review the Company's cash flow position, dividend - Continued strong cash generation anddiligent conversian, I:"-E-":lza‘t":'rII
strategy, including cover andenhanced shareholder returns pelicyin management of costs — Healthcare industry dynamics
capital investments, the context of the wider market and our agreed —» Maintained a strong balance sheet investment
shareholder capitalallocation priorities. grade credit rating and a progressive dividend
returns and the - Continueinvesting in the business for growth, policy broadly twice covered by earnings.
dividend policy. underpinned by strong investment disciplines. - Fullyear ordinary dividend of 18.7p, plus an additional

specialdividend of 46p paid in July 2016.
- Shareholder returns programme put on hold
during the year.

’ :).(.‘.H;'a.l(pnnpmd develon nur.r.\.lrr.s;r.\f .r.p;fhmlnm'ra\ o % (:r.u.r.wd.l.lrrpd afull r.r-;.v.ﬁn.v..r.r.uf.r.h;n t:k\lle mmh\lmm -

Reviewed our
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2. NOMINATION COMMITTEE

The nomination committee prepares information that will be used as

a basis for decisions at the general meeting concerning election of the
board of directors, the chairman of the board, the audirors and the
chairman of the annual general meeting, fees to the board and auditors,
as well as principles for the nomination committee. The nomination

(i)

Work of the nomination committee in preparation for the 2017 AGM
Since the 2016 AGM the nomination committee has held one meeting

so far at which minutes were taken and has also been in contaect at
other times. The work of the board and its composition are assessed
on an ongoing basis over the year.

Stefan Persson gave a verbal account of this at the nomination
committee’s first meeting. The conclusion was that the board had
worked effectively over the course of the year. The board’s work is pre-
sented so that the nomination committee can make the best possible
assessment of the board's collective competence and experience.

The nomination committee also discusses the size of the board, its

composition, the election of a chairman for the AGM, fees for board
members and, when appropriate, the election of auditors. No fees

SIEMENS (%), Annual Report2017

The Nominating Committee met six times. Outside these
meetings, it also concerned itself intensively with the long-term
succession planning for the Supervisory Board and, in particu-
lar, with succession to the Chairmanship of the Supervisory
Board and to the Chairmanship of the Audit Committee. At its
meeting on January 31, 2017, the Nominating Committee ap-

proved the nomination of Jim Hagemann Snabe as a candidate

for election by the Supervisory Board to the position of Super-
visory Board Chairman, with the election to take place at the
Supervisory Board's constituent meeting after the elections to
the Supervisory Board at the Annual Shareholders’ Meeting on
January 31, 2018. The Nominating Committee prepared the Su-
pervisory Board's proposal to the Annual Shareholders’ Meeting
on January 31, 2018, regarding the upcoming regular election
of seven shareholder representatives on the Supervisory Board.

When searchinn for and evaluatina candidates the Noaminatinn

10
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Identification, Evaluation, and Selection of Nominees

The Committee periodically reviews the appropriate
size and composition of the Board and anticipates future
vacancies and needs of the Board. In the event the
Committee recommends an increase in the size of the
Board or a vacancy occurs, the Committee considers
qualified nominees from several sources, including
current Board members and nominees recommended by
stockholders and other persons.

The Committee may from time to time retain a director
search firm to help the Committee identify qualified
director nominees for consideration by the Committee.

The Committee retained Spencer Stuart in 2016 to help
identify future Board candidates.

The Committee evaluates qualified director nominees at
regular or special Committee meetings against the Board
Membership Criteria described above then in effect and
reviews qualified director nominees with the Board. The
Committee and the Chairman of the Board interview
candidates that meet the Board Membership Criteria
and the Committee selects nominees that best suit the
Board’s current needs and recommends one or more of

such individuals for election to the Board. mﬁ&ﬁ. o)ﬁﬁkﬁo)ﬁﬁiﬁﬁﬁ?

DIRECTOR NOMINEES SKILLS AND EXPERIENCE

The Nominating and Governance Committee identifies, reviews, and recommends nominees to the Board for approval. The
Committee seeks individuals with distinguished records of leadership and success and who will make substantial contributions to
Board operations and effectively represent the interests of all stockholders. The Committee considers a wide range of factors and
experiences, including ensuring an experienced, qualified Board with expertise in the following areas relevant to 3M. The numbers
in parentheses represent the number of director nominees who possess each of the skills and experiences.

LEADERSHIP (11/11)

Significant leadership experience with understanding of complex global organizations, strategy, risk
management, and how to drive change and growth.

MAMNUFACTURING (7/11)

As a vertically integrated Company, manufacturing experience is important to understanding the
operations and capital needs of the Company.

SUPPLY CHAIN (9/11)

Directors with expertise in the management of the upstream and downstream relationships with suppliers
and customers provide important perspectives on achieving efficient operations.

TECHNOLOGY (6,11

As a diversified technology, science-based Company, directors with technology backgrounds understand
3M’'s 46 technology platforms and the importance of investing in new technologies for future growth.
FINANCE (11711

Financial metrics measure our performance. All directors must understand finance and financial reporting
processes. All, but one, Audit Committee members qualify as “audit committee financial experts™.
MARKETING (7/11)

Organic growth is one of 3M’s financial metrics and directors with marketing expertise provide
important perspectives on developing new markets.

GLOBAL (9/11)

Global business experience is critical to 3M’s international growth with 80% of sales from outside the
U.S. in 2016.

RISK MANAGEMENT (11/11)

Directors with experience in risk management and oversight, including eybersecurity, play an
important role in the Board's oversight of risks.
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@ Audit Committee Report

SIEMENS (¥%), Annual Report2017

The Audit Committee met six times. In the presence of the inde-
pendent auditors as well as the President and Chief Executive
Officer and the Chief Financial Officer, the Committee dealt with
the financial statements and the Combined Management Report
for Siemens AG and the Siemens Group. The Audit Committee
discussed the Half-year Financial Report and the quarterly state-
ments with the Managing Board and the independent auditors.
(chBE) o (R -

In its role of financial reporting oversight, the Committee reviewed and discussed with management and
Deloitte & Touche LLP the audited financial statements for the year ended June 30, 2017, and management's
assessment of the effectiveness of the Company's internal control over financial reporting. In this context, the
Committee met 8 times (including telephone meetings to discuss quarterly results) during the fiscal year ended June

Each member of the Audit Committee is an independent Director as determined by the Board of Directors,
based on the NYSE listing standards and the Board's own Independence Guidelines. Each member of the Committee
also satisfies the SEC's additional independence requirement for members of audit committees. The Board of Directors

Report of the Audit Committee

2017. In this context, the Audit Committee concerned itself, in
particular, with key audit matters, including the audit procedures
implemented. The audit reports prepared by the independent au-

ditors were distributed to all members of the Supervisory Board
and comprehensively reviewed at the Supervisory Board’s meet-
ing on November 29, 2017, in the presence of the independent
auditors, who reported on the scope, focal points and main find-
ings of their audit, addressing, in particular, key audit matters and
the audit procedures implemented. No major weaknesses in the
Company’s internal control or risk management systems were
reported. At this meeting, the Managing Board explained the

30, 2017. The Committee has reviewed with Deloitte & Touche LLP matters required to be discussed pursuant to
auditing standards adopted by the Public Company Accounting Oversight Board (“PCAOB”). In addition, the
Committee has discussed various matters with Deloitte & Touche LLP related to the Company's consolidated financial
statements, including critical accounting policies and practices used, alternative treatments for material items that have
been discussed with management, and other material written communications between Deloitte & Touche LLP and
management. The Committee has also received written disclosures and the letter from Deloitte & Touche LLP required
by PCAOB Rule 3526, "Communication with Audit Committees Concerning Independence,” and has discussed with
Deloitte & Touche LLP its independence from the Company and its management. In addition, the Committee has

13
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Remuneration system for Managing Board members
Share Ownership Guidelines Structure of target compensation

Requirement to hold Siemens stock 1/3 Base compensation 1/3 Long-term Target parameter
as a multiple of base compensation stock-based compensation » Performance of Siemens stock
throughout the terms of office Slemens Stock Awards compared to five competitors

> Variability of target Restriction period

achievement: four years
0-200%
3 times
base 2 times
compensation base
compensation
2/3
1/3 Variable compensation (Bonus)  Performance-
; 5 G 3 based
President Managing Board » Variability of target achievement:
and CEO member 0-200% add. = 20% adjustment compensation
Target parameter:
Eamnings Individual
KPIEZDA—4y b
Maximum amounts of compensation as a percentage of the respective target amount

Target parameter 100%of farget ~ Actual FY2017 flgure  Target achlevement?

Return on capital employed, ROCE! 15.00% 13.54% 118.33%

Earnings per share, basic EPS' (92015-2017) £7.32 £7.67 123.33%
Focus topics 2017: Growth, Innovation,

Individual targets Digitalization and Excellence = 100-130%

1 Continuing and discontinued operations. 2 Caloulative target achievement for ROCE was 51.33%. The Supervisory Board adjusted this figure to reflect the acquisition of

Mentor Graphics and the merger of Siemens' wind power business with Gamesa Corporacidn Tecnoldgica SA. (Gamesa).
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