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Best Practice Session V
«Von der Rechnungskonsolidierung zum
Geschiftsbericht» Fallbeispiel ABB

(in Englisch)

REFERENTIN/SESSIONLEITER
» VERONICA JAMES, Vice President, Group Function Manager

Public Reporting, ABB
» MARKUS HUMBELL, Sales Director EPM Switzerland, Oracle
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June 17, 2010

From Consolidation to Annual Report
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Power and productivity for a better world
ABB'’s vision

As one of the world’s leading engineering companies, we
help our customers to use electrical power efficiently, to
increase industrial productivity and to lower environmental
impact in a sustainable way.
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A global leader in power and automation technologies
Leading market positions in main businesses

117,000 employees in about 100 countries
$32 billion in Revenues (2009)

$4 billion in EBIT (2009)

$3 billion in Net Income (2009)

$35 billion in Assets (Dec 31, 2009)

>350 reporting units worldwide

Formed in 1988 merger of Swiss and
Swedish engineering companies

Predecessors founded in 1883 and 1891

Publicly-owned company with head office in
Switzerland
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How ABB Is organized
Five global divisions

o == 'V |48
wer Power Dlscret_e Low Voltage Process
ducts Systems AL ) Products Automation
and Motion
$11.2 billion $6.5 billion $5.4 billion $4.1 billion $7.8 billion
33,500 16,000 18,000 19,000 28,000
employees employees employees employees employees

2009 revenues (US$; pro-forma figures for automation divisions)

- ABB'’s portfolio covers:

- Electricals, automation, = Distribution solutions
controls and instrumentation
for power generation and

industrial processes - Robots and robot systems
- Power transmission

- Low-voltage products
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Finance and Controlling
Organization Chart, June 2010

CHIEF FINANCIAL OFFICER

(o3 431821V o o] N1 S me ety I OTHER FUNCTIONS
FINANCE & CONTROLLING
Group Controller
FINANCE SYSTEMS & HQ-IS PLANNING & CORPORATE REPORTING & CONSOLIDATION ACCOUNTING CENTERS HQ-COMPANIES REACOMBETENCY
(Headcount 19) CONTROR Chief Accountant (Headcount 11) (Headcount 5) D L ORMENT
(Headcount 13) (Headcount 1)
GROUP ACCOUNT. POLICY GROUP ACCOUNT. PRACTICE GROUP CONSOLIDATION GROUP PUBLIC REPORTING
(Headcount 5) (Headcount 7) (Headcount 16) (Headcount 5)
Responsible for: Responsible for: Responsible for: Responsible for:
-The development and update of -Supporting ABB companies in -Consolidation of group accounts «The preparation of the Financial
accounting policies accounting matters for Group reporting purpose Statements and Notes to the
-Quality assurance / input to +Facilitating the understanding of -Providing Management with Quarterly and Annual Press Releases
USGAAP trainings accounting issues in reporting, detailed group and division data -The preparation of the Annual Report
-Responding to USGAAP questions consolidation and controlling -Reporting of actual financial =The preparation and filing of the 20-F
. -Training and developing statements, budget and forecasts with the SEC
*M&A accounting employees with potential for Vari . has i) sh
financial roles -Various topics, SU.C as I)S are-
based payments, ii) EPS, iii) 3rd party
debt, iv) finance net and v) equity-like
loans
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ABB and Financial Reporting
Press Releases and Annual Reports

= ABB is listed on the Swiss, New York and Stockholm stock
exchanges

= Published financial information

- Annual Report (to shareholders at AGM)

- Annual Report (on Form 20-F to U.S. Securities and
Exchange Commission)

= Quarterly financial Press Releases (incl. Summary
Financial Information)
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ABB and Financial Reporting
Annual Report (to shareholders)

= Joint project across functions:

- Corporate Communications
- Message to shareholders
- Marketing of ABB products and services
- Remuneration Report (explanations of policies and principles)

Internal Legal Counsel

= Corporate Governance

Public Reporting
» Operating and Financial Review (management’s discussion of results)
« Consolidated Financial Statements and Notes (under US GAAP)

HQ Companies
- Parent company unconsolidated financial statements (Swiss Law)

Investor Relations

= |Investor information
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ABB and Financial Reporting
Annual Report (on Form 20-F to SEC)

« Project managed by Public Reporting:
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Public reporting
Operating and Financial Review (management’s discussion of results)
= Consolidated Financial Statements and Notes (under US GAAP)

Internal Legal Counsel
= Risk Factors
Corporate Governance
Litigation and Material Contracts
= ABB capital structure and articles of incorporation
Corporate Communications
Remuneration Report
Investor Relations and Divisions
Description of ABB divisions and products and services
= ABB stock trading statistics
Corporate Taxes
Swiss and U.S. taxation
Group Treasury
Market risk on financial instruments
Other departments
= Real Estate, Supply Chain Management, Sustainability...



Public Reporting
Co-ordination within ABB — key links
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ABB and Financial Reporting
Goals

= Produce both documents (AR and 20-F) at same time:
= Without duplication of effort
- Satisfying Swiss and U.S. regulator requirements

- Ensuring consistency in content and tone between and within
the 2 documents

- Co-ordinating timely audit by external auditors of Notes to the
financial statements

= Filing 20-F with the SEC within 5 working days of audit opinion
iIssue

= Prerequisites are:

= strong project management and clear communication (both within
ABB and with external parties)

= technical expertise in accounting and disclosure requirements
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Public Reporting
Co-ordination with external parties

Public
Reporting

U.S. Printing

F
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June 2010 | Slide 12

Securities

& Exchange




Annual Report Process
Timeline

May-Nov '
Update with known Nov Mid-Feb March
transcations, events ICompilation of pro- PR of yearly results Board approval of audited
and trends for the year forma 20-F (unaudited) FS and of 20-F

\ Consolidation \ \
File 20-F with SEC
and print AR
T Dec 31 T \

March

May Nov-Dec Mid-Jan Mid-Jan to Mid-Feb
Start ,Rollover* Review of pro-forma Reporting deadline Preparation of FS and
of 20-F 20-F for ABB units Notes

- Master timetable of meetings / deadlines / deliverables

- Responsibles assigned to each section for i)
preparation of section and ii) for review

= Identify WHO delivers WHAT and WHEN

- Detailed deadlines for internal review and sign-off and
external review / audit

= Cross-functional meetings organized to ensure clear
understanding of deliverables
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Process
Before year-end — “rollover”

= Process for AR starts after Q1 results
- Analysing previous year process

- “Rollover” process involves taking previous year 20-F and
breaking down document into sections, updating
responsibilities and timeline

- Ongoing review of disclosure requirements and update to
reporting package / instructions

- New disclosure requirements need to be “translated” into
an easily understandable format in the reporting package

- Forms are created in the reporting package and
Instructions updated — to ensure consistent reporting of
data
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Process
After year-end (I)

Preparation Summary Financial Information (quarterly, unaudited)

Project managed by Public Reporting in close co-operation with Investor Relations and Corporate
Communications

Detailed time plan:

Kick-off meeting of departments involved (pre quarter-end), to ensure ALL understand requirements
and ensure no timetable conflicts

Press Release (through to filing of Press Release on Form 6-K with SEC)

Time plan outlines process per day / per department
Deadlines (e.g. input of figures by reporting units, output of figures from consolidation)

Meetings and participants

Covers also activities around the closing (e.g. SOX sign-offs, meetings with auditors, preparation meetings for
Board, discussions of Press Release drafts)

OBJECTIVE: each department knows, per day, what has to be done / delivered

Heads of Reporting and Consolidation teams meet briefly each morning to discuss / update on progress /
issues arising and their resolution

= COMMUNICATION & COMMON UNDERSTANDING are essential (Everyone must
“buy-in” to the process)

= INTERDEPENDENCY between departments becomes clear
= Use footnotes prepared for Summary Financial Information in Annual Report / 20-F
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Process
After year-end (II)

- Preparation Annual Report / 20-F

- Preparation certain footnotes to financial statements and certain sections of
20-F

- Managing the process of reviewing and compiling the incoming sections of
the 20-F

- Working with preparers on disclosures and documentation

- Review of content and style of those section:
= Are the disclosures complete and accurate?
= Are the disclosures clear and understandable?
= Is supporting documentation available?
- Editing the sections to make them part of “one document”

- Working with auditors and legal counsel to complete audit of financial
statements and to ensure adherence to regulator rules

= Preparation of two documents — AR and 20-F
= Conformity and version control between AR and 20-F essential

- Typesetting and reviewing printer-proofs
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Process
Challenges

« Deadlines / time pressure (within two and a half months):
« Closing of books and consolidation
« Financial Press Release
= Annual Report
- Form 20-F
= Technically difficult / complex subjects

= In particular the Notes to financial statements, require strong understanding of U.S.
GAAP rules and stock exchange disclosure requirements

- Need to “translate” these (changing) requirements into data collection forms
instructions that are understood clearly and uniformly across ABB reporting units

= Subjects cover full spectrum of topics: accounting, legal, taxation, market risk on
financial instruments, financial statement analysis, etc

= Co-ordination

= Numerous internal functions and departments
Priority conflicts
Different styles
Different levels of understanding of requirements

= Multiple external service providers and regulators
« Finished products must have “one voice” and be of “high quality”
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Conclusions

- Understand process and identify all stakeholders involved
- Set deadlines / meetings / deliverables well in advance

- Ensure “buy-in” from all concerned

- Communicate clearly and fully — don’t assume anything!

= Co-ordination is essential
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