The Securities Exchange Bo: Ptas 1 Ajal Jain

Corporation Finance Departr Division Corporate
Division of 'Sﬁg?ii:_rl‘f o ?:Ea?)ri:r::: t 652" 67572418
SEBI Bhavan, C-4A ) FI TR ‘{Eax . 022 24%0T0E
Bandra Kurla Complex ‘ ' E-mail ajal.jain@siemens
Mumbai - 40 - , %(our letter dated : |

Attn : Mr.Parag Basu z(":’“""\“-\¢ AR, Aqr.mv‘g:{ereference g:- Sﬁe{fenégjhebr, 20(

Dear Sirs,

Re: Request for Informal Guidance under the Securities and Exchange Board of
India (Informal Guidance) Scheme, 2003 '

We write with reference to the above captioned matter.

1. Siemens Limited is an Indian company having its Registered Office at 130, Pandurang Budhkar
Marg, Worli, Mumbai — 400 018 (the “Company”). The shares of the Company are listed on the
Bombay Stock Exchange and National Stock Exchange. The Company is a subsidiary of
Siemens AG, which currently holds 55.18 % of the total issued share capital of the Company.

2. The Company is contemplating to formulate and implement an employee benefit scheme
designed to offer to eligible employees of the Company and its Indian subsidiaries, the possibility
to acquire shares of the Company in lieu of a defined percentage of their annual performance
bonus (the ‘Scheme’). In this regard, we desire to seek your interpretive guidance on certain
issues related to the Scheme. '

3. All material facts, circumstances and provisiohs of the Scheme which in our opinion are relevant
for the purposes of determination of our request, are stated herein below:
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SUMMARY OF THE SCHEME:

(a)
(b)

(c)

(d)

(e)

(f)

(9)

No fresh equity shares will be issued by the Company in terms of the Scheme.

Scheme would be administered and managed either through (i) an Employee Welfare Benefit
Trust (to be established by the Company), or (i} a service provider (to be nominated by the
Company). Trust or service provider, as the case may be, is hereinafter referred to as “Third
Party”. :

Employees will make investment in the shares of the Company through the Third Party
(“Investment Shares”). Such Investment Shares will be purchased by the Third Party only from
the secondary market.

Employees will contribute for the Investment Shares from their annual performance bonus
(subject to maximum and minimum cap)} paid to the Third Party. Such contribution by the
employees is discretionary. An employee may exercise to purchase the Investment Shares in
terms of the Scheme by filling up a purchase order during the offering period.

Investment Shares will be purchased by the Third Party (on behaif of employees) from the
secondary market based on the prevailing market price (no discount) on designated dates.
Third Party would endeavor to procure the necessary number of Investment Shares at same
market price but would be guided by market conditions as on the date(s) of such purchases.

Third Party would thereafter allocate the Investment Shares to each employee either at
purchase value or at an average price of procurement, as the case may be.

Investment Shares so allocated will be held in a custody accoﬁnt maintained by or with the Third
Party.

Investment Shares purchased under the Scheme would entitle the participating employees to a
matching cash incentive or matching share incentive at the end of 3 years PROVIDED THAT (1)
employee shall have remained in the employment of the Company, and (2) employee shall have
held the Investment Shares. Subject to satisfaction of the above conditions, a matching cash
incentive will be granted by the Company in the proportion of 3:1 (i.e. 3 Investment Shares will
entitle cash incentive equivalent to the then market value of 1 share of the Company)
(“Matching Cash incentive”). Alternatively, the Company may (in its discretion) choose to
grant free matching shares in the proportion of 3:1 (i.e. 3 full Investment Shares will entitle to 1
free share) (“Matching Share Incentive’). if the Company decides to provide Matching Share
Incentive instead of the Matching Cash Incentive, the Company would procure such shares from
the secondary market through the Third Party at the relevant time.
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(i)
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(k)
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Any employee, who does not meet with the conditions in (h) above, would not be entitled to
receive Matching Cash Incentive or Matching Share Incentive, as the case may be.

At the end of the 3 year period, the Company would be responsible to credit the value of
Matching Cash Incentive to participating employees, subject to tax as per the applicable law. In
case of Matching Share Incentive, the Company would credit monies (net of taxes) to the Third
Party in order to procure the matching share from the secondary market.

Company will be responsible to pay/reimburse all costs related to the administration and
management of the Scheme, including fees/expenses of the Third Party and Demat account(s)

of the Third Party or employees, as the case may be.

Workings of Third Party (Trust or service provider) route are summarized as follows:

Trust Route - The Company would constitute an Employee Welfare Benefit Trust to
administer and manage the Scheme. The Company proposes to appoint its Independent
non-Executive Directors / employees as frustees of such Trust.

Under the route, participating employees during the election period would elect their
subscription by providing purchase order(s} to the Trust. The Trust (through the trustees)
would then procure Investment Shares from the secondary market from the funds
contributed by the participating employees from their annual gross performance pay.
Investment Shares so procured by the Trust would be held in a collective custody account
opened in the name of the Trust and related voting rights would be exercised in terms of
the Trust Deed.

Dividend, if any, would be paid in the name of the trustees and distribution amongst the
participating employees would be managed and administered in terms of the Trust Deed.
The Trust will provide statements to participants and hold/manage the custody account as
well as the entitlement of participants to Matching Cash Incentive/Matching Share
Incentive. :

Service Provider Route - The Company would appoint an external independent service
provider (such as Investment House, Bank, etc.) to administer and manage the Scheme.
Participating employees would directly contract with such service provider in order to
participate in the Scheme. Under the route, participafing employees during the election
period would elect their subscription by providing purchase order(s) to the service provider.
Service provider would then procure the Investment Shares from the secondary market
from the funds contributed by the participating employees from their annual gross
performance pay.
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(A)

(C)

(D)

(E)
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Investment Shares so procured by the service provider would be held in individual custody
accounts opened with the service provided in the name of respective participants.
Accordingly the name of the participating employees will be inscribed as a shareholder in
the share register of the Company. Relationship between the service provider and
participating employees would be governed in terms of the agreement to be entered into
between the participating employees and service provider.

With regard to the Scheme as summarized above, we hereby seek your interpretive guidance
in terms of the SEBI (Informal Guidance) Scheme, 2003, on the following issues:

QUERIES UNDER THE SECURITIES AND EXCHANGE BOARD OF INDIA (EMPLOYEE
STOCK OPTION SCHEME AND EMPLOYEE STOCK PURCHASE SCHEME) GUIDELINES,
1999

Whether the Scheme will be deemed as amounting to an Employee Stock Purchase Scheme
(ESPS) under the provisions of the SEBI (ESOS & -ESPS) Guidelines, 19997 if yes, is it
possible to grant the Matching Cash Incentive or Matching Share Incentive as contemplated in
the Scheme in terms of the SEBI (ESOS & ESPS) Guidelines, 19997

To atiract applicability of the SEBI (ESOS & ESPS) Guidelines, 1999, is it at all relevant, if:

(i) Incentive paid by the Company at the end of the 3 year vesting period is by way of
Matching Cash Incentive; or

(i) Incentive paid by the Company at the end of the 3 year vesting period i is by way of
Matching Share Incentive; or

(iiiy  No Matching Cash Incentive or Matching Share Incentive is offered in terms of the
Scheme and only Investment Shares are offered to employees?

Whether the Investment Shares will be subject to any lock i in perlod in terms of Clause 18.2 of
the SEBI! (ESOS & ESPS) Guidelines, 19997

Whether the Matching Share Incentive (if any) will be subject to any lock in period in terms of
Clause 18.2 of the SEBI (ESOS & ESPS) Guidelines, 19997

Whether a third party service provider can be legally appointed for the administration and
management of the proposed Scheme in terms of the SEBI (ESOS & ESPS) Guidelines,
19997 If yes, please clarify the accounting policies that the Company would be required to
follow in such case. Are the transactions of the Service provider to be reflected in the
financials of the Company as if these were carried out by the Company?
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As no fresh shares of the Company would be issued in terms of the Scheme, will intimation to
the Stock Exchange be required in terms of the SEBI (ESOS & ESPS) Guidelines, 19997

As no fresh shares of the Company would be issued in terms of the Scheme, will the Company
be required to appoint a Merchant Banker for implementation of the Scheme in terms of
Clause 22.8 of the SEBI (ESOS & ESPS) Guidelines, 19997

‘Employees Stock Purchase Scheme’ (ESPS) entails issue of shares as a part of a public
issue or otherwise [Para 2.1(4) of the SEBI (ESOS & ESPS) Guidelines, 1999]. Does the
words ‘Or otherwise’ as per clause 2.1(4) also include purchase of shares from the secondary
market. Hence, purchase of shares by employees by way of an open market purchase could
be construed to be covered by the SEBI (ESOS & ESPS) Guidelines, 19997

%

QUERIES UNDER THE SECURITIES AND EXCHANGE BOARD OF INDIA (PROHIBITION
OF INSIDER TRADING) REGULATIONS, 1992

Under the Trust route, the Company intends to appoint its Independent Non-Executive
Directors as trustees of the Trust constituted for the implementation and administration of the.
Scheme. As the Independent non-Executive Directors of the Company would be covered by
the definition of ‘Insiders’ in terms of the SEBI (PIT) Regulations, 1992, will such persons be
barred from trading in the Company's share on behalf of the Trust in terms of the SEBI (PIT)
Regulations, 19927

[If the answer to the above query is in affirmative, can other employees of the Company (e.g.

trustees of the gratuity or superannuation trust of the Company) be appointed as {rustee?
Please clarify how knowledge of the fact that-the Company intends to incorporate a Trust
which would procure shares of the Company from the open market be treated for the purpose
of satisfying the definition of ‘Insiders’ in terms of the SEBI (PIT) Regulations, 19927

In terms of Regulation 13(4) of the SEBI (PIT) Regulations, 1992, Directors and officers of the
Company are required to disclose any change in their shareholding or voting rights if the
change exceeds the previous disclosure made by such director/femployee in terms of
Regulation 13(2) or 13(4) or if the change exceeds Rs. 5 lakh in value or 25,000 shares or 1%
of total shareholding or voting rights, whichever is lower. Under the Trust route, will the
trustees (either Directors/officer of the Company) be required to make the aforesaid disclosure
under Regulation 13(4) in respect of shares/ voting rights acquired/disposed by them as
trustees on behalf of such trust? ‘
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(D)  Under the Service Provider route, the Company intends to appoint an external service provider
(such as Investment House, Banks, etc.) for the implementation and administration of the
Scheme. As the external service provider would have knowledge of the fact that the Company
intends to implement the Scheme and shares of the Company would be procured from the
open market, will such service provider be classified as an ‘Insiders’ in terms of the SEBI (PIT)
Regulations, 1992 and accordingly be barred from trading in the Company’s share even for
the purpose of the Scheme? '

L. QUERIES UNDER THE SECURITIES AND EXCHANGE BOARD OF INDIA (SUBSTANTIAL
ACQUISITION OF SHARES & TAKEOVERS) REGULATIONS, 1997

(A}  Under the Trust route, the Company intends to appoint its Independent non-Executive
Directors or other officers of the Company as trustees. Please clarify, if the independent non-
Executive directors or other officers acting in the capacity of trustees will be deemed as
person acting in concert with the promoters/maijority shareholders of the Company and/or with
any trustees in their individual capacity?

(B)  For the purpose of disclosures under the takeover regulations, would the shares and voting
rights held by the trust need to be aggregated with the shares and voting rights held by the
trustees in their individual capacity? .

Please issue us guidance by way of ‘Interpretative letters’ for the issues highlighted above. In
accordance with Para 6 of the SEBI (informal Guidance) Scheme, 2003, this request for an
Interpretive Letter is addressed to Mr. Parag Basu, Deputy General Manager of the SEBI, and is
accompanied with a Demand Draft bearing No. 695193 dated 16.12.2009 for Rs. 25,000 (Rupees

Twenty Five Thousand Only) drawn on Deutsche Bank, Mumbai Branch. Qou%

In accordance with Para 11 of the SEB! (Informal Guidance) Scheme, 2003, we hereby request that
the contents of this letter receive confidential treatment for a period of 90 days from the date of SEBI's
response as we are in the process of implementing some of these issues in the Scheme which are
price sensitive in nature.

Our representatives will be pleased to meet you in person, if required. For any further assistance or
clarifications you may contact us at the address detailed below:
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Siemens Limited With Copy to our legal advisors:
Corporate Legal Sen — Oberoi, Attorneys-at-Law
Attention: Mr. Ajai Jain Attention: Mr. Sameer Oberoi

130, Pandurang Budhkar Marg, - A-18, Chittaranjan Park

Worli, Mumbai - 400 018, India New Delhi -110 019, India

Tel.; (+91-22) 6757-2418 Tel.: (+91-11) 2627-3230

Fax: (+91-22) 2498-7562 Fax: (+91-11) 2627-1896

Mobile: +91-9820101062 Mobile: +91 98101 01429

Email; ajai.jain@siemens.com Email: sameer@sen-oberoi.com

Thanking you,

Yours faithfully,
for Siemens Ltd. -

)

dent (Legal) &
Secretary
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