UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

UNITED STATES OF AMERICA,

Plaintiff
v.
CRIMINAL NO.:
SIEMENS AKTIENGESELLSCHAFT,
SIEMENS S.A. (ARGENTINA),
SIEMENS BANGLADESH LTD., and
SIEMENS S.A. (VENEZUELA),

Defendants

DEPARTMENT’S SENTENCING MEMORANDUM

The United States of America, by and through its counsel, the United States Department
of Justice, Criminal Division, Fraud Section, and the United States Attorney for the District of
Columbia (collectively, the “Department”), hereby submits in the above-captioned matters the
Department’s Sentencing Memorandum. For the reasons outlined below, the Department
respectfully submits that the Court should accept the guilty pleas of Siemens Aktiengesellschaft
(“Siemens™), Siemens S.A. (Argentina) (“Siemens Argentina”), Siemens Bangladesh Limited
(“Siemens Bangladesh”), and Siemens S.A. (Venezuela) (“Siemens Venezuela”), and sentence
them in accordance with the parties’ agreement.

1. Background

Siemens is a German engineering company with over 400,000 employees and operations
in 191 countries. Siemens, through its operating groups, subsidiaries, officers, directors,
employees, and agents, is engaged in, among other things, developing, constructing, selling, and

servicing telecommunications equipment and systems; power generation, transmission, and



distribution equipment and systems; transportation equipment and systems; medical equipment
and systems; and industrial and traffic equipmeﬁt and systems, for, among others, national, state,
and municipal governments. On March 12, 2001, Siemens became listed on the New York Stock
Exchange, subjecting itself as an “issuer” tot he United States’ securities laws, including the
Foreign Corrupt Practices Act (“FCPA”).

In November 2006, the Munich Public Prosecutor’s Office conducted raids on multiple
Siemens offices and the homes of Siemens employees in and around Munich, Germany, as part
of an investigation of possible bribery of foreign public officials and falsification of corporate
books and records. Shortly after these raids, Siemens disclosed to the Department and to the
Securities and Exchange Commission (“SEC”), which under the FCPA has civil enforcement
authority over issuers, potential violations of the FCPA in multiple countries and initiated a
sweeping global internal investigation. Siemens engaged Davis Polk & Wardwell to represent
the Company, and engaged Debevoise & Plimpton LLP (“Debevoise”) to conduct an independent
investigation for the Audit Committee. Debevoise, in turn, hired Deloitte & Touche GmbH
(“Deloitte™), translators, computer experts, litigation support firms, and other third parties to
assist in the investigation.

The scope of Siemens’ internal investigation was unprecedented and included virtually all
aspects of its worldwide operations, including headquarters components, subsidiaries, and
regional operating companies. Compliance, legal, internal audit, and corporate finance
departments were a significant focus of the investigation and were discovered to be areas of the
company that played a significant role in the violations. Finally, the role and awareness of

Siemens’ Managing Board and Supervisory Board in serious compliance failures were the



subject of particular scrutiny of the Audit Committee aﬂd the Department. Debevoise and
Deloitte, at the direction of Siémens, provided frequent and extensive reports to the Department
and the SEC in face-to-face presentations and conference calls that assisted the Department’s
investigation enormously.

As described below, Siemens has provided extraordinary cooperation in connection with
the investigation of its past corporate conduct, and has undertaken uncommonly sweeping
remedial action in response to the discovery of its prior misconduct. In addition, Siemens has
provided substantial and timely assistance in the investigation of other persons and entities.

2. Summary of Facts

The Debevoise internal investigation uncovered evidence of corruption by Siemens
spanning several decades in many operating groups and regions. Equally if not more important,
the internal investigation revealed knowing failures to implement, and circumvention of, internal
controls up to the most senior echelons of management. Wilmer Cutler Pickering Hale & Dorr
LLP, which was engaged to conduct a related investigation into Siemens’ United Nations Oil for
Food Program contracts, discovered evidence confirming the Volcker Commission's findings that
several Siemens AG subsidiaries made significant kickback payments to the Iragi government in
connection with the Oil for Food Program. The Debevoise internal investigation and the
Department’s investigation also revealed evidence of corrupt and improperly recorded payments
with a strong nexus to the U.S. by two Siemens subsidiaries, Siemens Venezuela and Siemens
Bangladesh, as well as evidence of improperly recorded payments with respect to an additional

subsidiary, Siemens Argentina.



a. Siemens’ Knowing Falsification of Books and Records and Knowing
Failures in and Circumvention of Internal Controls

From in or about the mid-1990s to in or about 2007, Siemens ‘engaged in systematic
efforts to knowingly falsify its corporate books and records and to knowingly fail to implement
and to circumvent existing internal controls. These systematic efforts included, but were not
limited to: (a) using off-books accounts for corrupt payments even after compliance risks
associated with such accounts were raised at the highest levels of management; (b) entering into
purported business consulting agreements with no legitimate business purpose, sometimes after
Siemens had won the relevant project; (c) engaging former Siemens employees as purported
business consultants to act as conduits for corrupt payments to government officials; (d)
justifying payments to purported business consultants based on false invoices; (€)
mischaracterizing corrupt payments in the corporate books and records as consulting fees and
other seemingly légitimate expenses; (f) limiting the quantity and scope of audits of payments to
purported business consultants; (g) accumulating profit reserves as liabilities in internal balance
sheet accounts and then using them to make corrupt payments through business consultants as
needed; (h) using removable Post-It notes to affix signatures on approval forms authorizing
payments to conceal the identity of the signors and obscure the audit trail; (I) allowing third party
payments to be made based on a single signature in contravention of Siemens’ “four eyes
principle,” which required authorization of pe{yments by two Siemens managers; (j) drafting and
backdating sham business consulting agreements to justify third party payments; and (k)
changing the name of purported business consulting agreements to “agency agreements” or

similar titles to avoid detection.



1 Siemens’ Use of Payment Mechanisms

From on or about March 12, 2001 to in or about 2007, Siemens made payments totaling
approximately $1,360,000,000 through various mechanisms. Of this amount, $805 ,SOQ,OOO was
intended in whole or in part as corrupt payments to foreign officials through various payment
mechanisms, as explained in more detail in the Siemens criminal information.

2) Siemens’ United Nations Qil for Food Program Contracts

" In addition, from in or about 2000 to in or about 2002, four Siemens AG subsidiaries -
Siemens S.A.S. of France ("Siemens France"), Siemens Sanayi ve Ticaret A.S. of Turkey
("Siemens Turkey"), Osram Middle East FZE ("Osram Middle East"), and Gas Turbine
Technologies S.p.A. ("GTT") - each wholly owned by Siemens or one of its subsidiaries, were
awarded 42 contracts with a combined value of more than $80,000,000 with the Ministries of
Electricity and Oil of the Government of the Republic of Irag under the United Nations Oil for
Food Program. To obtain these contracts, Siemens France, Siemens Turkey, Osram Middle East,
and GTT paid a total of at least $1,736,076 in kickbacks to the Iraqi government, and they
collectively earned over $38,000,000 in profits on those 42 contracts.

In order to generate the funds to pay the kickbacks to the Iragi government and to conceal
those payments, Siemens France, Siemens Turkey, Osram Middle East, and GTT inflated the
price of the contracts by approximately 10% before submitting them to tile United Nations for
approval. In order to conceal on their corporate books and records the kickback payments made
to the Iraqi government, Siemens France, Siemens Turkey, Osram Middle East, and GTT
improperly characterized payments to purported business consultants, part of which were paid as

kickbacks to the Iraqi government, as "commissions” to the business consultants. For the



relevant years, the books and records of Siemens France, Siemens Turkey, Osram Middle East,
and GTT, including those containing false characterizations of the kickbacks paid to the Iraq
government, were part of the books and records of Siemens.

b. Siemens Argentina's Improperly Recorded Payments

Siemens Argentina was awholly owned subsidiary of Siemens AG. Beginning around
September 1998 and continuing until 2007, Siemens Argentina made and caused to be made
significant payments to various Argentine officials, both directly and indirectly, in an effort to
retain current business or secure future business.

In or about 1994, the Argentine government issued atender for bids to replace the then
existing manually-created national identity booklets with state of the art national identity cards
(the "national identity card project"). The total estimated value of the national identity card
project was $1 billion. In February 1998, Siemens Argentina and its affiliates were awarded the
national identity card project contract by the Argentine Ministry of the Interior. In approximately
September 1998, Siemens Argentina began making and causing to be made multiple payments to
a group of purported business consultants (the "Argentine Consulting Group") in connection with
the national identity card project, despite the fact that the Argentine Consulting Group provided
no legitimate services on the project. Siemens Argentina employees understood these payments
to be, at least in part, bribes for the high-level Argentine government officias responsible for
awarding Siemens Argentina and its affiliates the identity card project.

From in or about 1997 to in or about January 2007, Siemens Argentina paid or caused to
be paid at least $15,725,000 directly to entities controlled by members of the Argentine

government, at least $35,150,000 directly to the Argentine Consulting Group, and at least



