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ABB Limited
STRATEGIC REPORT

The Directors present their strategic report for ABB Limited (‘the Company’) for the year ended 31
December 2018.
RESULTS

The results for the year are set out on page 11. Turnover from continuing operations for the year was
£426,590 (2017 £447, 747) Total turnover for the year from continuing and discontinuing operations was:
£642,445 (2017 £699,082). The total loss for the year from continuing and discontinuing operations after
taxatlon amounted to £10,983,000 (2017: £43;781, 000 profit). The loss for the year after taxation from
continuing activities was £7,996,000 (2017: £5, 220 000 profit)

PRINCIPAL ACTIVITIES

The Company is a member of the ABB Group and is owned by ABB Holdings Limited! & company
registered in England and Wales.

The principal activities of the Gompany in the year were the provision of solutions for secure, energy-

efficient generation, transmission and distribution of electricity and for mcreasmg productlwty in
industrial, commercial and utility operations.
'REV[EW OF OPERATIONS AND FUTURE DEVELOPMENTS

The Company's turnover comprises. delivery of projects, sale of products and associated service
operatlons Many of the products sold durlng the year, either directly or as part of integrated projects,
are manufactured by both the company in the UK and ABB facilities overseas. The ABB group ‘is
organised on worldwide divisional lines and individual budgets and targets are set for each business.

The business segments-are.
1) Industrial Automa_tion'

2) Electrification Products
3) Robotics and Motion

4) Power Grids

The company's'key performance indicators during the year were:

2018 2017 Change

£m £m %
Turnover from continuing operations 426.6 447.7 (5) ‘
O.perat,.invg profit from continuing operation$ 177 246 (28)
Shareholder’s funds 121.1 2115 (43)

Macroeconomic developments in the UK.and global economy continued to have a mixed effect on the
Company's 2018 performance, The utilities market continued to make selectlve investments in 2018
upgradmg the.aging power infrastructure and mtegratmg new renewable energy capacity into the grld
as well as mvestlng in automation and control solutions to enhance the stabijlity of the grid. In industry,
investments in robotics solutions:and hght industries suich-as automotive, food and beverage remained
positive. Demand from the process industries, specifically oil and gas, invested more in 2018 than in
the prior year, although investments remained selective and concentrated on service and productivity
improvements. ‘Demand from the transport and infrastructure market was strong in 2018.

During the year the Company transferred certain projects in its turnkey Substation business to Linxon,
anew Group joint venture with SNC- Lavalin. Revenues in the femaining business decreased shghtly
compared to 2017 with all divisions except the Robotics and Motion division showmg a decrease due
primarily to the pattern of revenue recoghnition on Iarger projects. Service revenues (which are generated
|n all of our business segments, but predominately In Process Automation) decreased by 4% year on
yéar.




ABB Limited

STRATEGIC REPORT (continued)
On 28 February 2017 the Company dispdsed of its Power Cables business.

In December 2018, the Company announced an agreement to divest 80.1 percent of its Power Grids
business to Hitachi Ltd. This has been presented as a discontinued operation within the accounts. The
divestment is expected to be completed in the first half of 2020, following the receipt of customary
regulatory approvals as well as the completion of certain Iegal entity reorganizations expected to be
completed before the sale. Assets and liabilities in the discontinued operation have maintained their
existing ¢classification as éurrent or non-current as the sale is not expected to be completed for more
than 12 months.

Results from discontinued operations have been separately disclosed on the face of the profit and loss
in accordance with FRS 101

On 28 February 2017 ABB Limited disposed of its Power Cables business: generating a profit on disposal
of £42,689,000. Clearance was soughit and obtained, from the UK tax authorities that no taxable gains
should arise on the dlsposal subject to a confirmatory review of the relevant corporation tax réturn to
be submitted by the Company Accordlngly no provision has been made for tax arising on the
transaction. If the UK tax authorities were to ultimately assess the paosition differently, it may negatwely
impact the financial statemerits of the Company.

RISKS AND UNCERTAINTIES

The principal risks and uncertainties facing the Company in the UK are in the areas of market
competition, operational delivery, safety and finance.

The management team' operates a comprehensive risk review process to address all commercial,
delivery and financial aspects of both-prospects in pursuit and projects in execution, It also specifically
monitors and reviews all aspécts of health and safety on a monthly basis. Extensive training of all staff
is undertaken to reduce the risk of failure to comply with best practice or legislative standards which
could have a material impact on the Company's licence to operate. :

Financial risks are addressed as part of a stringent process of budgeting and forecasting. Credit
assessments are made of all new customers and appropriate limits set and monitored. A roIImg forecast
of cash flows is maintained and.a revolving credit facility with the ultimate parent company's treasury
centre would bé available if required.

The Company has transactional currency exposures arising froh sales and purchases -in foreign

currencies. [t is group policy to hedge all contracted exposures plus at least 50% of forecast foreign
ecurréncy salés of standard products over a rolling 12 morith period, by taking forward foreigri currency

‘contracts.
impact of Brexit

The formal process governing the U.K's departure from the E.U., commonly referred to as ‘Brexit’,
began on March 29, 2017. Discussions between the U.K. and the E. U are ongoing. The effects of Brexit,
uncertamty regarding the ultimate terms of Brexit and perceptions as to the impact of the withdrawal of
the U.K. from the E.U. have affected, and may continue to affect, business activity, political stability and
economlc and market conditions in the U.K., the Eurozone, the E.U. and elsewhere and could contribute
to instability in global' financial and forelgn exchange markets. Implications and consequences may
adversely affect our business and resuilts of operations.

By order of the Board"

VA Mac Lean:
Secretary

Dated @1 O AOb o 9




ABB Limited -
DIREGTORS’ REPQRT

The Directors present théir Report and Financial Statenients for the year ended 31 December:2018.
PIRECTORS AND THEIR INTERESTS
The Diréctors who served during the year and subsequently were:

ID Rennie (resigned 30 April 2019)
LM Andersson
|G Funnell

HEALTH AND SAFETY

The Directors give spécial attention to thé health and safety of their employees The group's safety
policy is siipported by a detailed safety manual, the relevant parts of which are supplied toall supervisory
staff.

EMPLOYEES

The Company has the policy of providing employees with relevant mformatlon aboiit the Company and
'the group. Th|s has been achieved through various publlcatlons circulatéd throughout the group, the
regular distribution of notices and regular meetlngs of consultative commlttees Employees are.
éncouraged to invéstin the group through participation in share option Schemes.

ltis the Company 's policy to glve full and fair consideration to disabled applicants in recruitment, training

.and career development and whenever possrble to continue the employment of and arrange appropriate

facilities for employees who bécome disabled whilst employed.

DIRECTORS’ QUALIFYING THIRD PARTY INDEMNITY PROVISIONS

The Company has granted indemnity to oné or more of its. directors against liability in -respect of.

praceedings brought by third parties, subject to the conditions set out in the Companies Act 2006.. Such
qualifying third party indemnity provision remains in force as at the date of approving the Dlrectors

‘Report.
.D|V|DENDS
The Company paid an interim dividend of £43,781 in respect of 2018 (2017:.£nil)..

POLITICAL CONTRIBUTIONS
The Comipany made no,palitical donations.or incurred any political expenditure daring the.year.




ABBLiffited
DIRECTORS! REPORT-(continued)

DISCLOSURE OF INFORMATION TO THE AUDITOR"

So far. as each person who was a Dlrector at the: date of. approvrng thls report i§ aware there is rio
relevant audrt mformatton berng mformatron needed by the, auditor in connectton ‘with-preparing its
report of. WhICh the auditor is: unaware Havmg made enqumes of fellow ‘directors.and the Company's

auditor, each Drrector has taken. ali the: steps that 'he.is obllged to fake-as a Diréctor in otder to make-
hlmself aware of any- relevant audit mformatton and to establish ‘that' the .auditor rs aware -of - that

gnformatron

AUDITOR

During’ 2018 ABB announced that its Board ha$ dectded to appomt KPMG LLP as its, external-ayditor-
effectlve for the frnancnal year 201 8

General Meetlng
By order of the board

VA Mac Lean
Secretary

bagd O1 petsbe 2019

&
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ABB Limited
STATEMENT OF DIRECTORS RESPONSIBILITIES IN RESPECT OF THE

STRATEGIC REPORT, THE DIRECTORS' REPORT AND THE FINANCIAL
STATEMENTS,

The difectors are responsible for preparmg the Strateglc Repor’( the Directors’ Report and the financial.
statemerits in accordance with applicable law and regulat|ons

Company law requirés the directors to prepare financial statéments for each financial year. Undef that
law they have elected to prepare the financial statements in accordance with UK accounting standards
and applicable law (UK Generally Accepted Accountmg Practlce) inciuding FRS 101 ‘Reduced
Disclosure Framework.

Under company law the directors must not.approve the financial statements unless.they are sahsfued-
that they give a true and fair view of the state of affairs of the company and of the profit or loss of the-
company for that period. In prepann_g these financial statements, the directors are requl,revd to:

* select suitable accounting policies and then apply them consistently;
s. make judgements afid estimates that are reasonable and prudent;

o state whether applicable UK accountmg standards have been fallowed, subject to any ‘material
departures. disclosed and explained in the financial statements;

‘assess the companys ability to contirue -as a going concern, disclosing, as applicable, matters
rélated to going ¢oncern; and

+ use the going concern basis of accountmg unless they either mtend to liquidate the company or to
cease operatlons or have no redlistic alternative but to do so.

‘o

The directors-are responS|bIe for keeping adequate accounting records that-are sufficient to show and
explaln the companys transactions and disclose with reasonable accuracy at any time the financial
posmon of the. company and enable them to ensure that the financial statements comply with the
Companles Act 2006. They are responsible for such internal contrel as-they determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or érror, and have general responSIblllty for taking such steps as are reasonably open to them to
safeguard the assets of the company and to prevent and detect fraud and other irregularities.




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ABB LIMITED

Opinion

We have audited the financial statements of ABB Limited (‘the company”) for the year ended 31
December 2018 which comprise the Statement of Profit.and Loss, Statement of Other Comprehensive
Income, Balance Shéet, Statement of Changes in Equity and related notes, including the accounting
policies in note 2.

in our opinion the financial statements:

» give a‘true'and fair view of the state of the company's affairs as at-31 December 2018:and.of its loss
for the year then ended;

+ have been properly prepared in -accordance with UK accounting standards, including FRS” 101
Reduced Disclosure 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. Qur responsibilities are described below. We have fiiffilled our ethical responsibilities
under; and are independent of the. company in accordance with, UK ethical requirements including the
FRC Ethical Standard. We believe that the audit evidence we have obtaired is a sufficient and appropriate
basis for our opinion.

The impact of uncertainties due to Britain exiting the European Union on our audit

Uncertainties related to the.effects of Brexit, are relevant to understanding our :audit of the financial
statements. Al audits assess and challenge the reasonableness of estimates made by the directors, such
as the carrying value of assets and liabilities, and related disclosures and the approprlateness of the going
congern basus of preparation of the financial statements. All of these depend on assessments of the future
economic environmént and the company's future prospects and performance.

Brexit is one of the most sngmflcant economic events for the UK, and at the date of this report its effects
are subject to. unprecedented levels of uncertainty of outcomies, with the full range of possible effects
unknown. We applied a standardised firm-wide approach in résponse to that uncertainty when assessing
the company s future prospects and performance. However, no audit should be expected to predict the
unknowable factors or all possible future implications for a company and this is particularly the case:in
relation to Brexit.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to
liquidate the company orto cease its operations, and as they have concluded that the company’s financial
position means that this is realistic. They have also concluded that there are no material uncertainties that
could have cast significant doubt over-its abjlity to continue as a going condern for at least a year from the
date of approval of the financial statements (“the going concern period®),

We are requured to report to you if we have concluded that the use of the going concern basis of
accounting is inappropriate or there is an undisclosed material uncertainty that may cast SIgnmcant doubt
over the use of that basis for a period of at least a year from the date of approval of the financial
statements. In our evaluation of the directors’ conclusions, we considered .the inherent risks to the
company’s business model, including the impact of Brexit, and analysed how those risks might affect the
company’s financial resources or ability to continue operations over the: ‘going concern period. We have
nothing to feport in these respects.

However, as we cannot predict all future evénts or conditions and as subsequent events may result in
outcomes that ‘are inconsistent with judgements ‘that were reasonable at the time they were made, the
-absence of reference to a material uncertainty in this auditor's report is not a guarantee that the company
will continue in operatron




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ABB LIMITED
(continued)

Strategic report and direc‘tors" report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon.

Our responsnblllty is to read the ‘strategic report and the directors’ report and, in doing so, consider
whether based on-our financial statements audit work, the information therein is materially’ misstated or
inconsistent with the financial statements or our audit knowle_dge Based solely on that work:'

) we have not identified material misstatements in the strategic report and the directors' report;

. in our opinion the information given in those reports for the financial year is consistent with 'the
financial statements; and

0 in our opinion those reporis have been prepared.in accordance with the Companies Act 2006.

Matters on which we are‘required to'report by exception
Under the Companies Act 2006 we are required 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
+ ceftain disclosures of directors’ remuneration specified by iaw are not made; or’

* we have not received all the information and explanations we require for our audit; or

'Y

the directors were not entitled to take advantage of the small companies exemption fr‘om the
requirement to prepare a strategic report.

We have nothing to report in these respects:

Directors’ responsibilities

As explained more fully in their statement set out on page 7, the directors are responsible for; the
preparatlon of the financial statements- and for being satisfied that they give a true and fair view; such
internal control as they determine is necessary to enable the preparation of financial statements that.are
free from material misstatement, whether due to fraud or error; 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 they either intend to liquidate the company or to cease operahons or
have no realistic alternative but to do so.

Auditor's responsibilities

Our objectives.are to obtain reasonable assurance about whether the financial statements as a whole are
free from materiai misstatement, whether due to fraud or érror, and to issue our.opinion in an auditor’s
report. Reasonable assurance is a high level of assurance, but does ‘not guarantee that an audit
conducted in ‘accordance with ISAs (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 aggregate,
they could reasonably be expected to influence the économic decisions of users taken on the basis.of the
financial statements.”

A. fuller descnptaon of our responsibilities is provided on the FRC's website at
www frc.org.uk/auditorsresponsibilities.




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ABB LIMITED
(continued)

The purpose of our audit work and to whom we owe our responsibilities

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. ' ‘ ‘

A

A%ny Whittle (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

1 St Peter's Square

Manchester

M2 3AE

| Ockober 20K
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ABB Limited

Registered Number: 3780764

STATEMENT OF PROFIT AND LOSS
for the year ended 31 December 2018

Turnover

Cost of sales
(including pension
plan amendment
credit of £19,226,000,
2017: nil)

Gross Profit

Net operating
expenses

Operating profit
Disposal / impairment-
of investments

Profit on disposal of
discontinued

business

Profit before
interest, other
finance income

and taxation

Dividend income -
Interest receivable
Interest payable and
similar charges
Other finance
expense

Profit on ordinary
activities before
taxation

Tax on profit on
ordinary activities

Retained profit for
the year

Notes

10

12

Cont'inuing Discontinued Continuing  Discontinued
Operations Operations Total Operations ~ Operations Total
2018 2018 2018 2018 2018 2018
£'000 £'000 £'000 £000 £000 £000
As restated * As restated
426,590 215,855 642,445 447,747 251,335 699,082
(362,316) (216,835) (579,151) (380,636)  (255,466) (636,102)
64,274 (980) 63,294 67,111 " (4,131) 62,980
(46,619) (5,044) (51,663) (42,480) (6,675)  (49,155)
17,655 (6,024) 11,631 24,631 (10,806) 13,825
(19,374) - (19,374) (5,555) - (5,555)
- 1,622 1,622 T 42,689 42,689
(1,719) (4,402) (6,121) 19,076 31,883 50,959
75 - 75 414 - 414
808 - 808 708 3 711
(3,271) (139) (3,410) (2,722) (34) (2,756)
495 - 495 (3,772) - (3,772)
(3.612) (4,541) (8,153) 13,704 31,852 45,556
(4,384) 1,554 (2,830) (8,484) 6,709 (1,775)
(7,996) (2,987) (10,983) 5,220 38,561 43,781

The notes on pages 15 - 46 form part of these financial statements.

11



ABB Lirited ' o ‘Registered Nurmber: 3780764

STATEMENT OF OTHER COMPREHENSIVE INGOME.
for the yéar ended 31:Décember:2018

Notes

Profit for the year
Other eomprehensivé income’

tem’s that canriot be feclassified to profit of l0ss

Remeasyrement (loss)/gain o défined benefit pensions 57
schemes coT ' ' '

Rélated.deferred tax credit/ (charge) 13

Total comprehensive (loss) /ificome: for the year

The notes on page 15 : 46 form part of these: financial statemérits,

\

2018

£000

(43,923)
8,345

2017
£000

43,781

132,083
(22,454)

(46,561).

153,410




ABB Limited

Registefed Numbet: 3780764

BALANCE SHEET
at 31 Decemiber 2018

FIXED ASSETS.

Intarigible assets
Tangible assets
investments

Other non-clirrent assets -

CURRENT ASSETS

-Stocks

Debtors :,  Amoeunts falling due after one year
.Amgdunts falling due within one year

Cash at bank and in*hand -

CREDITORS:.amounts falling due within one year

NET CURRENT ASSETS

TOTAL ASSETS'LESS CURRENT LIABILITIES
CREDITORS: amounts falling due after. more than one year

PROVISIONS FOR LIABILITIES
NET'ASSETS EXCLUDING PENSION LIABILITY
Rérision liability

NET ASSETS'

CAPITAL AND RESERVES
Called up share capital
.Profit and:loss account

SHAREHOLDER'S FUNDS.

Notes

15
16
16

17
18
18

.20

21,

27

24

2018 2017
£000 £000-
15,007 15,113
124,092 19,077
50,967 70,341
1,129 3,086
91,195 107,617
34,023 43,321
14,685 9,847
247,683 323,078
2,487 2,007
298,878 377,253
(225,299) (239,556)
73,579 137,697
164,774 245,314
(3,024) (6,935)
(11,696) (12,137)
150,054 226,242
(28,910) (14,756)
121,144 211,486
120,000, 120,000
1,144 -91,486
421,144 211,486

These Financial Statémenits were approved on behalf of the Board on'the date shown below.
The notes on pages 15 ~ 46 from part of these financial statements.

Léha Andersson bite. @) Ochobl L /,C}

Director

43



ABB Limited | Registered Nuniber; 3780764

STATEMENT OF CHANGES: IN EQUITY
forthe year-ended 31 Décember 2018

Share Retained Total
Capital earnings Eguigy
£°000

At 1 January 2017 120,000 (61;924) 58,076
Profit for the financial year ‘ - 43,781 43,781
Other Eomprehensive income: - 109,629 109,629
Total coniprehensive income for the year : 153,410 . 153,410
At1 January 2018 120,000 ‘91,486 211,486
Dividénd paid - (43,781) (43,781)
Profit for the financial year (10,983) (10,983)
Other Cormprehensivé income (35,578) (35,578)
Total comprehensive income for the year . - (90,342) (90,342)
At 31 December 2018 120,000 1,144 121,144

The notes on page 15 = 46 from pait of these financial statements.




'ABB Limited

NOTES TO THE FINANCIAL STATEMENTS
31 December 2018

A,UTHORISATION 'OF FINANCIAL STATEMENTS AND STATEMENT OF COMPLIANCE WITH FRS
101

The financial stateménts have been prepared in accordance with Financial Reportmg Standard 101
Reduced Disclosure Framework (FRS 101) and in accordance with the Companles Act 2006. The

The Company's financial statements are presented in Sterling and ali values aré rounded to the riearest
thousand pounds (EOOO) except when otherwise indicated.

Group accounting

The Company has taken advantage of the exemption under S. 401 of the Companies Act 2006 not to
prepare group accounts asitis a wholly owned subsrdlary of 'ABB Ltd, a company tncorporated in
-Switzerland, A copy of the accounts can be obtained from PO Box 8131, CH-8050, Zurich, Switzerland,

' ACCOUNTING POLICIES
2.1 Basis of preparation
The accounting policies which follow set out,those policies which apply “in preparing the flnanmal
statements for the year ended 31 December 2018

The Company has taken advantage of the following disclosure exemptions under FRS 101, as the
results are included in the accounts of ABB: Ltd, the ultimate parent company.

(a) the requrrements of paragraphs 45(b) and'46- 52 of IFRS 2 Sharé based Payment; because-
" the. share based payment arrangement concerns the instruments of another group entity;

(b) the requirements of IFRS 7:Financial Instruments: Disclosures
(c'): the féquirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement

(d) the requrrement in paragraph 38 of IAS 1 Presentation of Financial Statements to present
comparatwe mformatlon |n respect of:

(M paragraph 79(a)(|v) of IAS 1 Presentatlon of Flnanmal Statements
(u) paragraph 73(e) of IAS. 16 Property, Plant and Equ|pment
(iiiy paragraph 118(e) of IAS 38 Intangible Assets; and

(e) the requirements-of IAS 7 Statement 6f Cash Flows;

(f) the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accountlng
Estimates and Errors;

(9) The requirements of paragraphs, 10(d), 10(f), 16, 38(a) - 38(d), 40(a) - 40(d), 111 and 134 -136 of
IAS 1 Presentation of Fmancral ‘Statements;

(h) the requirements’ of paragraph 17 of IAS 24 Related Party Dis(:los'ures"

(i) the requirements of paragraphs 130(f)(ii), 130(f )(|||) 134(d) 134(f) and 135(¢) -135(e ) of IAS 36
Impairment of Assets

(i) thé effects of new buit ot yet effective IFRS's.

i5



ABB Limited

NOTES TO THE FINANCIAL STATEMENTS
31 December 2018 ‘

ACCOUNTING POLICIES (continued)
2.1 Basis of preparation (continued)
Going concern

Notwithstanding a comprehensive loss for the year ended 31 December 2018 of £46,561,000 (2017:
profit £153,410,000), the financial statements have been prepared on a going concern basis which the
directors consider to be appropriate for the following reasons.

The directors have obtained confirmation of intention, that if required, the Company’s immediate parent
company, ABB Asea Brown Boveri Ltd would provide additional funding, to meet its liabilities as they
fall due for a period of 12 months from the date of approval of these financial statements. As with any
company placing reliance on other group entities for financial support, the directors acknowledge that
there can be no certainty that this support will continue although, at the date of approval of these financial
statements, they have no reason to believe that it will not do so.

Consequently, the directors are confident that the company will have sufficient funds to continue to meet
its liabilities as they fall due for at least 12 months from the date of approval of the financial statements
and therefore have prepared the financial statements on a going concern basis.

2.2 Judgements and key sources of estimation uncertainty

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported for assets and liabilities as at the balance sheet date and
the amounts reported for revenues and expenses during the year. However, the nature of estimation
means that actual outcomes could differ from those estimates. ‘

This does not mean that every accounting judgement should be disclosed. However, disclosure would
be appropriate in cases where the accounting outcome is materially different dependent on the
judgement taken.

The following judgements (apart from those involving estimates) have had the most S|gn|f|cant effecton
amounts recognised in the financial statements:

Pension and other post employment benefits

The cost of defined benefit pensions plans and other post employment medical benefits are determined
using actuarial valuations. The actuarial valuation involves making assumptions about discount rates,
future salary increases, mortality rates and future pension increases. Due to the complexity of the
valuation, the underlying assumptions and the long term nature of these plans, such estimates are
subject to significant uncertainty. In determining the appropriate discount rate, management considers
the interest rates of corporate bonds in the respective currency with at least AA rating, with extrapolated
maturities corresponding to the expected duration of the defined benefit obligation. The underlying
bonds are further reviewed for quality, and those having excessive credit spreads are removed from the
population of bonds on which the discount rate is based, on the basis that they do not represent high
quality bonds. The mortality rate is based on publicly available mortality tables for the specific country.
Future salary increases and pension increases are based on expected future inflation rates for the
respective country. Further details are given in note 27.

16



ABB Limited

- NOTES TO THE FINANCIAL STATEMENTS
31 December 2018

ACCOUNTING POLICIES (continued)
2.1 Basis of preparation (continued)

Construction contract debtors are presented as part of debtors in the balance sheet. If payments
received from customers exceed the income recognised, then the difference is presented as accruals
and deferred income in the balance sheet.

2.2 Significant accounting policies
Revenue recognition

On 1st January 2018 the Company adopted the new IFRS15 standard on revenue recognition. The
adoption did not have a material impact on the revenue recognized.

The Company recognizes revenue’ when it transfers the control over a good or service to a customer.
The control is deemed to be transferred when the customer has the ability to direct the use of the asset .
or has the ability to obtain substantially all of the remaining benefits from that good or service.

Revenue is recognized on long term contracts over time as control is transferred. The basis used to
determine the progress of the transfer of control is cost incurred.

Revenue is recognised on short term construction type contracts at a point in time when the customer
has control over substantially all the remaining benefits from the contract.

Revenue is recognised on product sales on delivery of goods.

Revenue is recognized on services sales at the time the service has been rendered or in the case of
period service contracts over the life of the contract.

“Intangible fixed assets

Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to cash-
generating units. It is not amortised but is tested annually for impairment. This is not in accordance with
The Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008 which
. requires that all goodwill be amortised. The directors consider that this would fail to give a true and fair

" view of the profit for the year and that the economic measure of performance in any period is properly
made by reference only to any impairment that may have arisen. It is not practicable to quantify the
effect on the financial statements of this departure

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at
the balance sheet date where transactions or events have occurred at that date that will result in an
obligation to pay more, or a right to pay less or to receive more, tax, with the exception that deferred tax
assets are recognised only to the extent that the directors consider that it is more likely than not that
there will be suitable taxable profits from which the future reversal of the underlying timing differences
can be deducted. '
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NOTES TO THE FINANCIAL STATEMENTS.
31 December 2018

ACCOUNTING POLICIES (continied)
2.2 Significant accounting policies (continued)
Deferred tax is measured on an undlscounted basis at the tax rates that are expected to. apply in the

perlods in which tlmmg differénces reverse, based on tax-rates and laws énacted or substantively
enacted at the batance sheét dage

Investmentsin subsidian:es
Investments in subsidiaries are Carried at cost less. accumiulated impaifment losses on the balance

sheet. On dlsposal of investments in subsidiaries the difference betweer dlsposal proceeds and the
carrying amounts of the investments -are récoghised in profit or loss

Intangible fixed assets

Goodwill has an indefinite life and is feviewed annually for impairment. Goodwill is initially measured at
cost being the excess of tlie-aggregate of the acquisition-date fair value of the consideration transferred
and the amount recogmsed for the non- controllmg interest over the net identifiable amounts of the assets
acqwred and the liabilities assumed-in the business combination. After initial recognition, goodwull is
measured at cost less any accumulated impairment josses. For the purpose of impairment testing,
goodwill acquired in a business ¢ombination is, from the acquisition date, allocated to each of the

- Company's cash- generatlng units (or groups.of.cash generating units) that are expected to benefit from
the combination, irrespective of whether other assets of liabilities of the. acquiree are assigned to those
uhits. Each uhit or group of units to which goodwill is allocated shall fepreserit the lowest level within the
entity at which the goodwill. is ménitored for internal management puiposes and not be larger than an
operating segment before aggregation.

The costs of implementing major software is capitalised at cost. The cost is amortised on a straight line
basis over its useful economic life up to a maximum of 5-years and assessed for impajrment whenever
there is an indication that the |ntang|ble asset may be impaired.

Tangible fixed assets

Depreciation is provided on, all tang|ble fixed assets, except for freehold iand, at rates calculated to write
off the cost or valuation, less estimated residual value, of each asset evenly over its expected useful life
as follows: ,

Freehold buildings - 15 to 50 years
Leasehold land and buildings - overthe lease term
Machlnery, equipment and vehicles - '3.to 15 years

The carrying values of tanglble fixed assets are reviewed for impairment when events or changes in
cwcumstances mdlcate thé carrying value may not bé recoverable.

Stocks
Stocks are stated at the lower of cost incurred in bringing each product to its present location and
tondition and net realisable value, as follows:

'Raw materials and goods for resale - purchase cost on a first:in, first-out basis
Work In Progress and finished goods - cost of direct materials and {abour plus attributable.
ovérheads
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ABB Lirited

NOTES TO THE FINANCIAL STATEMENTS.
31 December. 2018 \

ACCOUNTING POLICIES (continued)
2.2. Significant accounting policies (continuéd)

Research and development

Reséarch costs ‘are expensed. as incurred: Development expenditure on an individual prolect is

recognised as an intangible asset when the Company can demonstrate the téchnical feasrbrhty of
completing the intangible asset so that it will be available for use or sale, its intention to complete and
its ability to use or sell thé asset, how the asset will generate future economic benefits, the availability
of resources to completé the asset and the ability to measure reliability the expenditure. during
development.

Foreign'currencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. Monetary
assets and liabilities’ denomlnated in foreign currencies are retranslated at the rate of exchange ruling
at the balance sheet date. All differences are taken to the profit and loss account.

Operating lease commitments

The Company has entered into commercial property, motor vehicle and other equipment leases: The
classification of such leasés as operating or finance lease requires the Company to determine, based
on an evaluation of the terms and condrtrons of the arrangements, whether it retains or acquires the
significant risks and rewards of ownership of these assets and accordingly whether the lease requires
an asset and-liability to bé recognised in thé balance sheet.

Leasing and hire purchase commitments
Assets held under finance leases and hire purchase contracts are capitalised in the balance sheet and
are depreciated' over their useful lives. The interest element of the rental obligations is charged to the
profrt and loss account over the period of the lease and represents a constant proportion of the balance
of capital repayments outstanding. Rentals paid undér operating leases are'charged to income on a
strarght line basis over the term of the lease

Sharé based payment charges
The group has share based émployee incentive plans which are described more fully'in note 28: The

relevant shares are those of the ultrmate holdrng company, ABB Ltd reglstered in Switzerland. The
plans aré run and administered by companies in the ABB group, outside of the UK. The fair value of

share based payments is charged to the proflt and |oss accounton a straight line basis over. the vesting.

period after taking accolnt of forfeitures.

Pensions

The Company operates two deflned benefit pehsion- schemes ‘Both schemes have beenclosed to new-

memibers since January 2004 from which tlme membershlp of a defined contrrbutlon plan has been
avarlable

The cost of providing benefits under the-defined benefit’ plans is determined separately for each plan
using the projected unit credit method, which attriblites etitiement to benefits to the cufrent period (to
determme current service cost) and to the current-and.prior periods (to determtne the present value of
deflned beneflt obhgatton) and is based on actuanal advice.,As the scheme is closed to new members,
doptmg the projected unit method wrll result in the current service cost increasing as. the members of
“the: scheme ‘approach retirement. Past service costs are’ recogmsed in profit or loss on a strarght dine
basis over the vesting’ period or |mmedrately if the benefits have vested. When a settlement (ehmmatmg
all obllgatrons for benefits already accrued) or a. cunarlment (reducrng future obligations as a résult of a
materral reductron in the scheme membership or a reduchon in future entrtlement) occurs the obhgahon
and related plan assets are re- measured using current actuanal assumptlons and'the resultant gain or
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NOTES TO THE FINANCIAL STATEMENTS
31 December 2018

ACCOUNTING POLICIES (continued)

2.2 ‘S'ign_ific’an't accounting poliéies (continued)

Pensions (continued)

loss recogniséd in the proflt and loss account durrng the period in whrch the settlemént or Cuntdilment
occéurs.

The interest element of theé defined benefit cost represents the change in present value of scheme
,oblrgatrons resulting from the passage of time, and is determined by applying the discount rate to the
‘opening present value of the benefit obligation, taking into account material changes in the ‘obligation
during the year. Net interest is calculated by applying the discount rate to the net defined benefit pension
scheme asset / liability and is recognised in profit or loss as either finance income or expense.

Actuarial gains and losses.are recognised in full in the statement of comprehensive income in the period
in which they occur.

The defined benefit pension asset ‘or ljability in the balance sheet comprises the total.for each plan of
the present value of the defined benéefit obligation (using a discount fate based on high quality corporate
'bonds) less any past service cost not yet recognised and less the fair value of plan assets out of which
the obligations are to be settled directly. Fair value is baséd on market pricé information and in the case
of quoted securities is the published bid value. The value of a nét pension benefit asset is restricted to
'the sum of any unrecognised past service costs and the present value of any.amount the Company
expects to recover by.way of refunds from the plan or reductrons in the future contnbutrons

‘Contributions to defined contribution schemes are recognised in the profit and loss account in the period
‘in'which they become payable.

Cash flow statement

A statement of cash flows in accordance. wrth IAS 7 (revrsed) has not been prepared as the Company
is a wholly owned subsidiary of ABB Ltd incorporated in. Switzerland which presents a cash flow
statement within its consolidated aécounts.

Financial Instruments-

The Company uses forward currency contracts to-hedge its risks associated with-foreign currency. The
contracts are rnmally recognised at fair value on the date on which a ‘derivative contract is entered into
and are subseqUently measured at fair value, Derlvatrves are carried as assets when the fair value is
‘positive and as liabilities when the fair value is negative. All movements in the fair value are recoghized
in profit or loss.

Interest bearing loans arid borrowings-

'Oblrgatrons for Ioans and borrowrngs arevrecogmsed Wheh the Company becomes paity to the related
contracts and are’ measured rnmally at thefair value of consrderatron recewed less- dlrectly attributable
transactlon costs.

biyizfehif Income
D_ivide'n'_d income is recognised when thé right to receive payment is established.
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NOTES TO THE FINANCIAL STATEMENTS
31 December 2018

TURNOVER AND SEGMENTAL ANALYSIS$

Turnover represents the amounts derived from the provision of goods and Services ta third parties. which
fall within the. company's ordinary activities, stated net of value addéd tax.

Turnover, pfofit on ordinary activities before tax and net assets ‘are analysed as follows:

Business Segment

2018 2017
Cc)ritiq'qin'g' Discontinued Total Conllnumg Discontinued Total
‘Operations « Operations Operatlons Operallons
£'000 £000 £000 £000+ £'ooo £000-
Turnover ) ' .
Industrial Automation 188,644 - 188,644 208,463 - 208,463
Electrification Products 105,264, - 105264 118,017 - 148,017
‘Robotics' & Motion 119,787 .- 119,787 113,545 - 113,545
Power Grids - 215,855 215,855 - 251,335 251,335
Other non trading ' ] :
lelSlons 12,895 - 12,895 7,722 - 7,722
Total 426,590 21_ 5,‘855 642,445l 447,747 251 ,335 699,‘08_23

included in the above-is IFRS 15 construction.contract revenues‘of £34,391.000 in Industrial,
Automation and.£160;512,000 in Power Grids and-£2,505,000 in .non.core (2017: '£59,994,000 in
Process Automation and £166 813, 000 in Power Gnds)

Continuing Discontinugy Total Continuirig Discontiriued Tolal
Operations ‘Operations ) Op'eration§ Operations 3
£000 £000 £000 £'000 £000 £000
Operating Profit . _
industrial Automation 10, 697 - 10,697. 29,547 - 29,547
Electrification Products 2, 894 - 2,894 5,965 - 5,965
Robotics & Motion 7,353 - 7,353 10,317 E 10,317
Power Grids (6,024) (6,024) - (10,806) (10,806)
Other non trading' . . . ’ .
divisions (3,289) - (3,289).  '(21,198) - (21,198)
Operating profit 17,855 (6,024) 11,631 24,631 (10,808) 13,825
Prafit on sale of discontinued operations 1,622 42,689
Investment income 75 414
Impairment of investments. (19,374) (5,555)
Net interest (2,602) (2,045)
Othér financial’ expense , 495 (3,772)
Profit on ordinary .activities before taxation (& 153) 45,556
Net Assets
Industriai Automation 191,819 182,900
Electrification Products 26, 220 .23, 286
Robotlcs & Motion 109 684 102, 345
Power Grids 154 134, 146, 731
Other non trading divisions (360,713). (243, 776_)
Total 121,144 211,486
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NOTES TO THE EINANCIAL STATEMENTS:

31 December 2018

Gefqgfapfhiq‘aliMé‘rke,t

Turnover

UK

Rest of Eurgpe:
'Rest of World

Total

Profit before Taxaticn
Uk

Rest.of Europe

Rest of Worlds.
Operatirig Profit

TURNOVER AND SEGMENTAL ANALYSIS (continued)

‘Net asséts held outside the UK are not material.

4. COST OF SALES AND NET OPERATING EXPENSES"

COSTOF.SALES

Distribiition Expénses
Administrative cost$

Net operatiig expénses

2018 2017
Continuing Discontinuéd Total  Gonfinuing  Digcohtinued’ Total
Operations Operations. -Operalions Operations .
£000 £000 £000. - -£000 £909 £000
312,291 181228, 493519 322608 247,241 539,849
87,963 33,589 121,652, 94,006 33,952 127,958
26,336 1,038 . 27,374 31,133 142 31,275
426,590 215,856 642,445 447,747, 251335 699,082
- . ?oig . _201T
Continuirig Discontinugd Total Continuing ’Disé.:oﬁfinu‘ed Total
"Ogeratiops Operations Operations + Operalions: .
£000 £1000: £000 £000 £000 £000
13,992 (5:058) B934 19436  (9;340) 10,096
3,138 (937) 12201 4457  (1.460) 2997
525, (29) 496 738 (6) 732
17,655 (6:024) 11631 24631 (i0.808).  13:825
2018 2017
Continuing Disconiinted Total Continuing  Discofiiinued: Tolal*
'Op_erjation§ Qperalions Operations' Qberélighs'
£000 £'000 £000. £1000 £000 £000
362,316 . __ 216.835 _.579,151 _.380,636 . 255466 636,102
2,798: .205 3,003 3,018 1'242 31260
43;821 4839 48660 39,462 6433 45895
46619 5044 51663 43480 GE7s 49155




.ABB- Limiited,

NOTES TO THE- FINANCIAL STATEMENTS

31 December 2018

OPERATING PROFIT
This is stated aftef charging / (ctediting):

Auditor's rémuneration
- audit of the company

= audit of the company s subs;dlanes.

- tax advisory
Réseaich éxpenditure written off’
‘Depreciation -'-taﬁgible fixed'assets

- leased assets.
Amottisation - capitalised software
Stocks. - Wiilg dowi

Operatlng Iease réntals
= plant ahd. machmery
-land and buildings "

Foreign éxchange profit

Loss.on disposal of fixed'assets.

OTHER INCOME STATEMENT ITEMS.

Recognised below, operating; profit
Dispos‘al / inﬁ'p‘é'irm"eht of'i'ﬁ\ié’s’tme’ﬁt
Power Cables busmess

‘Othérn: lgu_smesg

2018 2017 -
'£000 £000
281 375

6,945 7,962
2,141 :2:531
382 271

153 229°
1,095 455.
3,432 2,382
2,254' 2,490
142 '(306)
17 163
2018 2017
.£'000 £'000
“(19,374) (5,555)
42,689,
1,622 -
(17:752) 37,134




ABB Limited

NOTES TO THE FINANCIAL STATEMENTS
31 December 2018

DISCONTINUED OPERATIONS

@h 28 February-2017 the Company disposed of its Power Cables busiriess,

In December 2018, the Company annouriced an agreément to divest 80.1 percent of its Power Grids
businéss te Hitachi Ltd. This has been presented as a discontinued operatlon within; thé accounts. The
divestmenit is expected to ‘be. completed in-the- first half of 2020 followmg the receipt of customary
regulatory approvals as ‘well-as the completlon of certain legal éntity. reorganlzatlons expected to be
completed before the sale. Assets and liabilities. in the discontinued operation have maintained. théir
existing classmcatlon as curfent or non-gurrent as the sale. is not expetted to be completed for more:

than 12 months,

Restilts from discontinued- operatlons have'been separately disclosed on the face of the profit:and loss

in accordance with FRS 101.

STAFF COSTS

Wages and salaries
SacialsecurityCosts
Other pension costs

Other pension costs,comprise:

Defiried.benéfit schémes:
‘:Serfvice cost (Note 27)
Accrual of expécted future admin.¢osts (Note.27)
Cost of termination bénefits (Note 27)
Total.defined benefit; scheme cost
Defined contribution-schemes

2018 2017
£000 £000
111,401 110170
14,672 13,849
17,609 22,149,
143,682 146,168
2018 2017
£'000 £000
2,870 10,665
1,991 1,974
4,861 12,639
12,748, 9,510
17,609 22,149
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NOTES TO THE FINANCIAL:STATEMENTS
31 December2018

8 STAFF COSTS (continued)’

Er'l'ie*averégé monthly number of ém’ﬁldyees _c'i-u'ring"the year was made up as foliows:

.2018 2017

. NO. ‘NO
Research and Developmierit 50 49
Manufacturing-and Installation Business: 249 340
Engineering’ _ 678 690
Sales, Marketing, Consulting and Office Mahagement 735 641
1,712 1,720

In addition to the employees shown'above there are 318 people (2017: 389 people) whose costs have
been recharged to other group. companies.

9. DIRECTORS’ REMUNERATION

2018 2017
£000 £000
Einoluments (excluding pension contributions) 847 979
Amounts (excluding shares) récéivable under long term -
incentive plans ’ ' - B
Pension contributions 47 © 64

No directors (2017: none) were members of the.company's défined benefit pension scheme:
Two of the directors (2017: two) participate in defined contribution schemes.
One director (2017: 6rie) exércised sharé options,

2018 2017
£°000+ £000
Highest paid director:
Emoluments.and.amounts receivable.under long term . .
incentive plans (excluding*pension contributions) 413 354
Accumilated accrued défined benefit pension at year end - -
“10. INTEREST RECEIVABLE
2018 2017
£000 £000
Grolip interest receivable ’ 799 707
Bank deposit intérest 9 1
Other interest receivable - 3
."808 711°
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ABB Lirited

NOTES TO THE FINANCIAL STATEMENTS,
31 December 2018

INTEREST PAYABLE AND SIMILAR CHARGES

'g_éfo_up intérest payable
-Fi'na_nce charges unde( finance leases:and HP contracts
Other intérest payable

OTHER FINANCE EXPENSE

Net interest n defined benefit liability

TAX ON PROFIT ON ORDINARY ACTIVITIES

2018 2017
£000 £000
426. 426
596 .
3410 2,756
2018 2017
£000 £'000
495 (3,772).

The total taxation.charge to the profit and-loss account and:(credit)./ 'chaf.ge to the statement of

comprehensive income is as follows:

Current tax:
UK corporation tax:
Adjustients in-respect of prior years -

Deferred tax:

Origination and (reversal) of timing ‘differences -
Adjustments in respect of prior years

Total deferred tax charge /(credit)

Taxation charge /-(credit)

2018 2017
£/000 £/000
- 774

(678). (463)
(678) 311
(5:128) 23,999

291 (81)-

(4,838) 23,918
(5.515) 24229
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NOTES TO THE FINANCIAL STATEMENTS
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TAX ON PROFIT ON'ORDINARY ACTIVITIES (continised)

The total charge / (credit) is reflected in the accounts as follows:

2018 2017
_ £'000 £000
Profit and loss account: -
Tax 6n ordinary activities 2,830 1,775
2,830 1,775
Statement of Other Comprehensrve Income:
"Deferred tax asset/ (liability) _
recognised in the] pensron schemes (8,345) 22,454
(8,345) 22,454
(5515) 24,229

Factors affecting current tax charge:

The fax charged on the profit on ordinary activities for the year differs from the standard rate of
corporation tax in the UK of 19% (2017: 19.25%). The drfferences are reconciled below:

2018 2017
£000 £'000
Profit on ordinary activities before tax (8,153) 45,556
Profit on ordinary. activities multiplied by standard rate
of corporation tax in.the UK of 19% (2017 19.25%) (1,549) 8,770
Expenses not deductible for tax purposes. 4,103 915
Impairment of investment - 1,069
Non-taxablé income (14) (8,296)
Permanent fixed asset timing differences 74 10
Change in tax rate - -
Difference between curreh_t end deferred tax rate 603 : (siﬁ'f)
Tax over provided in prior,years. (387) (544)
Total tax in the income statement 2,830 1.775

The Company has tax trading losses arising and carried forward in the UK of. £46 094,459 (2017:
£31,350,000) which are available mdeflnrtely for offset against future taxable proflts of the businesses

in which the losses: originally arose. It also has tax capital losses arising and carried forward in the UK

of £34,662,000 (2017: £34,662,000) which are available indefinitely for offset against future capital gains
in any part of the UK group

The Company has transferréd iri tax trading losses in the UK of £49,704,391 (2017: £49,604,391) arising
as a result of the'hive up of the trade of ABB Combined Heat and Power Limited on 31 August 2017,

The Company has future tax adjustmeénts in the UK of £9,882,000 (2017 £9,142 ,000) relating to
decelerated capital allowances, and of £30,407, 000 (2018 £17 436,000) relatlng to other timing
differences. Deferred tax assets have been fully recognised in respect of the above noted tax: tradrng
losses and other timing differences as there is sufficient evidence available to support the future
recoverablllty of these assets. A deferred tax asset has not beén recognised in respect of the above
noted capital losses.
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TAX ON PROFIT-ON ORDINARY ACTIVITIES (continied)

The deferred tax asséts recognised at 31 December 2018-are as follows:

2018 2017

»£'ooo £:000

Pénsion deficit 4915 2,508
Tax losses 7,836 5:329
Decélerated capital allowances 1,680 1,554
Other timing differences 254 456
' 14,68.5' ' 9:847

This total deferred tax asset- recognised of £14 ,685; 000 (2017 '£9; 8472000)
accounts as follows:

is. reflected in

these

2018, 2017
£000 £000.
Brolight forward at 1' January. ’ 9,847 33,765
Movement in the: year -P&L (3;507) (1,464)
Movement ih thé year = OC| 8,345 (22/454)
Carfied forward at 31 Decermbier’(Debtor Note 18) 14,685 9,847

f’a'ctors that may affect future current tax charges

A reduction in the UK- cofporation tax rate from 21% to: 20% (effective. from 1 April 2015) was

vsubstantlvely enacted on 2-July 2013. Further reductions to19% (effectlve from 1 April 2018) and to

18% (effectlve 1 Apnl 2020) were substantlvely enacted on 26 October 201 5 and an addmonal reductlon

_company s.future current tax charge accordmgly
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14, INTANGIBLE FIXED ASSETS

Goodwill Software " Tolal
‘£1000 £000 £'000
Cost:
At 1 January 2018 14,704 11,874 26,578
Reclassification - 24 24
Additions - 23 23
Disposals - (25) (25)
At 31 December 2018 14,704 11,896 26,600
Amortisation:
At 1 January 2018 : 11,465 11,465
Amortisation during the year - 153 153
Disposals - (25) (25)
At 31 December 2018 - 11,593 11,593
Net book value at 31 December 2018 14,704 303 15,007
Net book value at 31 December 2017 14,704 409 15,113

Goodwill acquired through business combinations has been allocated to cash generating units, which.
are also gperating segments, These represent the lowest level within the Company at which goodwill is
monitored for interhal managément purposes.

The recoverable amount of the units has been determined based on a value in use caléulation using
cash flow projections based on financial budgets approved by the board covering a three year period.

15. TANGIBLE FIXED ASSETS

Machinery,
Land and Equipment
Buildings and Vehicles Total
£'000 £'000 £000
Cost: ) ‘
At 1.January 2018 17,691 34,614 52,305
Reclassifications 619 (643) (24)
Additions 1,014 7,547 8,561
Disposals , (443) (4,018) (4,461)
At 31 December 2018 18,881 , 37;500 56,381
Depreciation:
At 1 January 2018 8,045 25,183 . 33,228
Charged during the yéar 382 2,141 2,523
Disposals ) (308) (3,154) (3,462)
At 31 December 2018 8,119 24,170 32,289
Nét Book Value at 31 December 2018 10,762 13,330 24,092
Net Book Value at 31 December 2017 9,646 9,431 19,077 -
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15, TANGIBLE FIXED ASSETS (coritiriuet)
The nel bk valuie.of Iand & buildings consisted of:

2018 2017

£000 £000

Freehold -8,829 +8,726
Long Leasehold 741 570
Short Leasehold : 1,192 350
0762 9646

The fiet book. value of fixed assets mcludes an amount of £1,201, 000 (2017: £1, 240,000) in respect of
assets held under flnance leases. The cost of land is £3, 857 549 (2017 £3,857, 549) '

16; INVESTMENTS AND OTHER NON CURRENT ASSETS -

2018 2017
£000 £000
livéstment in.subsidiaries . 50,967 70,341
- M 1
Other non current assets . .
Restricted cash deposits: 677 1,354
.Forward currency contracts 452 1,732
Total other non-current assets 1,129 .. i3:;086
investments in Subsidiaries

| 2018
£000

Cost ,
At January 2018 and-‘at 31 December.2018. 171,322

Amoaunts provided- .
At 1-January 2018 100,981
IMpairment in year 19,374
At 31 December 2018’ "120,355
‘Net book value-at 31 December 2018 150,967,
Net book value at'31 nDecember 201 7 70,341

Durlng the year the carrymg value ofithe. Company s mvestments are reVIewed to determlne whether
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16. INVESTMENTS AND OTHER NON CURRENT ASSETS (continued)

Details  of the investments included above in which the company directly-or indirectly holds more than
20% of the nominal value. of any class of share capital are as follows:

Direct

.ABB Enterprise Software Limited
Dynamotive Limited

Cablé Management Products: Ltd
ABB Service Limited

ABB Mation UK Limited

ABB Automation Limited

ABB Instrumentation Limited
ABB Power T&D Linited

Gratte Barrett & Wright Limited
Thomas & Betts Limited

Indirect

WJ Fursé & Co Limited

R_egi.sl_ered Office

aresbur)i’Park, Daresbury, Warrington, Chéeshire WA4 4BT
Daresbury Park, Daresbury, Warrington, Cheshire WA4 4BT
27/28 Eastcastle Street, London, W1W 8DH

‘Daresbury Park, Daresbury, Warrington, Cheshire WA4 4BT

Mint Motion Centre, 6 Bristol Distribution Park, Hawkley Drive,
Bristol, BS32 O0BF

Daresbury Park, Daresbury, Warrington, Cheshire WA4 4BT
Daresbury Park, Daresbury, Warrington, Cheshire WA4 4BT
Hareness Road, Altens, Aberdeen, Scotland, AB12 3LE

2 Regents Wharf, All Saints Street, London, N1 9RL

27128 Eastcastle Street, London, W1W 8DH

27/28 Eastcastle Street, London, W1W 8DH

All Companies are registered in England and Wales.

The proportion of nominal value or ordinary shares held is. 100% for all the subsidiaries listed above,
with the exception of Gratte Barrett & Wright Limited where.the proportion is 40%.

2018 2017
£000 £000
Restricted cash 677 1,354

The company holds £677,000 (2017; £1,354,000) in a restricted bank account set aside for meeting its
future obligations under finance and non-cancellable operating leases. This was required prior to the
payment of a dividend during 2011, as part-of the Court Order approving the capital reduction referred
to in the statement of changes in equity.

2018 2017
£000 £°000
Forward currency derivative contracts 452 1,732
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" 47:. STOCKS:

Raw materials and' c‘:bnSumébLé’s'
Work in progress (Note 30)
Flmshed goods:

2018; 2017
£000° £000
7841
23,595+ -
34,023 42,321,

The dlfference between purchase pnce or product|on cost of stocks and thetr replacement cost is not

matenal

1001

BEBTORS

Amounts falling due afferorié year
Deferred taxi(NGte 13)
Amounts falling.dué within one y&ar:

Forward cutrency ‘derivative contracts.
Trade aebtors

Amounts owed by group undertakmgs
QOthér debtors

Prepayments

Amounts récoverable on contracts (Note )
Corporatlon tax recelvable

2018 2017
£000 £/000+
14,685 9847
643 442
90,475 86,537
97,582 77,020
548 6,402
5,825 2,280,
49,308 - 48,521
3302 4,874
.247 683 323,078 -
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NOTES TO THE FINANCIAL STATEMENTS
31 Decembeér 2018

19. CONSTRUCTION CONTRACTS

3618 2017
£000. £000

Céntrasts in progress at 31 December:
Amounts due from- contract customers included in AR A7 490
debtars (Note 18) 49308 47429
Ambpunts.due from contract customerstinciuded in work. ) 17 969,
‘inprogress. (Note 17) R
Amounts due to contract customers: included in credltors 147 74 ‘a-han
(Note 20), : (17,-743) L (19;030)

31,565 . -41,368-
Contract-costs incurred plus proﬂt legs.recognised A, 1040 &
|osses to.date 1,663,731 1,219,671
Less prégress billings - (1:635;844) (1,178,303)

27,887 41,368

At 31 December 2018 reténtions héld by customers for contract work amounted to £nil (2017: £nil).
Advaiices réceived from customers for contract work amounted to £1,907,000 (2017 £1,303,000).

20, ‘CREDITORS:.amounts falling due within' one yeaf

2018 2017
£'000 £000
Short.tefm borrowings. : 16,737
Forward currency dérivative contracts 459 641
Amounts owed under finance léases (Note 23) 324 40_5
Trade creditors 25,777 19,118
Customer advances 23,820 1’27 539
Payments on account of long térm contracts 17,743 14,931
Amotints owed to group undertakings - 78,692 79,235
Other taxes and social security costs 24,402 17,662
Other creditors 1,979 1,621
Accruals - 52,103 . 61,367
225,299 239,556

The fair.valué of.forward currency cantracts was determlned usmg quoted forward exchange rates:
matchirig the’ maturny of the contragts.
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2018 2017
£'000 £000
Férward-currency derivative contraéts _ 2{195.. 5;841
Arriounts owed under finance leases (Note 23), -829. 1,094
3,024 6,935
PROVISIONS FOR LIABILITIES
Restructiing ~ Warranties Other. ‘Total
£000 £000 £'000 £'060
Provisions.at 1 Jandary 2018 2,650 413 5,374- 12,137
Charged 16 the P&L account during _ o
the year 1, 901 111 413, 2,425
Utilised during the year (1,654) (137 _(1,075) (2,866)
Provisions at 31 Decembe'ru2,01'8" 2,897 4,087 4,712 11,696

Provisions for restructuring relate. primarily to redundancies. It is expected that the costs relating to
fedundancy and relogation will bé. incurred wnthln three years of the balance sheét date.

of these costs will be mcurred within two. years of the balanée sheet date.

most of these costs will be mcurred wnthrn three. years of the balance sheet date

-A provision is recognised for éxpected warranty claims on completed contracts. It is éxpected that most
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23, OBLIGATIONS UNDER LEASES AND HIRE PURCHASE CONTRACTS.
Futdre minimum leasé payments due underfinance lease SIS
-and. hire purchase contracts: 20181 2017,

£000 £:000

Within:one year 780~ .'830°
Within two to five years 1 866‘ 2 137

In over five years .21,858 22,289 .
. . o 24,504 25,256
Less finance charges aIIO‘Cate‘d to future periodg ( (23 351). (23,757).
Present value of minimur. I@ase paymerits ' ,1!153 -1,!_.4_§é
The present value of minimum leasé payments is analysed as!follows:.

.2018! 2017

£/000 £000:

‘Within one: yéar 324 4051
Within two to five years 202 454

IR over five years. ’ 627 -640 -
1153 1,499

Future minimum rentals payable under non-cancellable opérating leases are as followst

Land and buildings Other )
2018 2017 2018 2017
£000 £000 £‘ ‘000 £'000
. Within oné year 2,093 2418 - 3,087 2,355
Within two to five years 4,366 4:496 3 275 2,392
In.over five years 1270 . - . ‘ =5
7,729 6,914 6,362 4242
:24:. 'SHARE CAPITAL
Ordinary shares of £1 éach . s .
2018 - 2017 2018 2017
‘No. No. £000 £000
Allotted, called up nd'fully paid 120000000 -120000000: 120,000 120,000
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25: CAPITAL AND FINANCIAL COMMITMENTS

At 31 December 2018 there were £nil (2017: £nil) capital commitments contracted fof but not provided.

At 31 December 2018 the Company had entered into commiitments.to buy/sell foreign currencies in
future months amdunting to £31,446,035 (2017: £46,222,467).

CONTINGENT LIABILITIES

At 31 December 2018 there were no outstanding contingent liabilities in respect of the Company (2017

£nil), other than the matters detalled below:

Guarantees related to contracts

under offers. on tenders are glven

Such guarantees can, in the normal course, extend from the tender period.until the final acceptance by
the customer, or thé énd of the warranty period and may include guarantees-on-project completion, of
contract specific defined performance ¢Fiteria or plant availability.

The guarantees are provided by banks or surety companies by way of performance bonds, surety bonds
and letters of credit-and are normally for defined amounts and periods. At 31 December 2018, these
guarantees amounted to £85,193, 128 (2017 £71,740,781). '

The Cormpany provides a countér indemnity to the bank or s_uret)’/ company.

Projects for which the guarantees are given are regularly reviewed by management .and when it
becomes probable that payments pursuant to performance guarantees will be required to- be made,
accruals are recorded in.the financial statements at that time.

Suspect payments

As a result of an internal invéstigation, ABB Limited, Switzerland, on behalf of its consolidated
subsidiaries, including the Company, self-réported to the Securities and Exchange Commission (SEC)
and the Department of Justice (DoJ) in the United States as well as.to the Serious Fraud Office (SFO)
in the United Kingdom concerning certain of its past dealings with Unaoil and its subsidiaries, including
alleged improper payments made by these entities to third parties. The SFO has commenced. an
mvestlgatlon into this matter. The Company i is cooperating fully with the authorities. At this time, it is not
possible for the Company to make an informed judgment about the outcome of these matters.

Discontinued operations

On 28 February 2017 ABB Linited disposed of its Power Cables business generating a profit on disposal
of £42,689,000. Clearance was sought and obtained, from the UK tax authorities that.no taxable. gams

'should arise on the dlsposai subject to a conflrmatory review of the relevant- -corporation tax return to
be submitted by the Company. Accordingly no ‘provision has been made for tax arising on the

transactlon' Ifthe UK 'tax authorities were to ultimately assess the position dlfferently it may negatively
|mpact the financial statements of the Company.
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PENSIONS

The Company has a number of defined benefit and defined contribution pension schemes designed to
provide retirement benefits for the majority ‘of its employees. Contrlbutlons to the defined contributions
pension scheme were £12,748;000 (2017:'£9,510 000) The principal defined benefit pension schemes
which cover UK personnel are funded externally under the supervision of boards of trustees. b

Total annual contributions to the schemes are based on independent actuarial advice, and are gauged
to fund future pension liabilities (including projected increases in earnings and pensions) in respect of
service up to the balance sheet date.

The schemes are subject to independent actuarial valuation at least every three years. Valuations for
The ABB Plan and the Fischer and Porter Limited Pensmn and Life Assurance Fund were last carried
out on 6 April 2017 and 1 January 2016 respectively and both have been updated to 31 December 2017
by qualified independent actuaries.

The ABB Plan closed to future accrual on 31 March 2018. A remeasurement was carried out at the time
the plan amendment was adopted The effect of the elimination of future accruals is recognised as a
curtailment gain in the current year. The accounting effect of the curtailment would be the excess of the
reduction of the projected benefit obligation over existing unamortised losses.

The estimated actuarial valuation at 31 December 2018 showed a deficit of £28, 910,000 (2017
£14, 756 ,000). The service cost has. been calculated using the projected unit method. The employer
contributed an average of 14% (2017: 17%) of members’ pensionable salaries plus an.additional lump
sum of £10 million (2017: £10 million) during the year. Contributions to the scheme in 2019 .are
estimated to be £5.7 million.

The major assumptions used in both defined benefit schemes for IAS 19 purposes were as follows:

’ 31 December. 20 ;q 8t 31 December 20%4 7f

Rate of increase in:salaries 4.00% 4.00%

Rate of increase in deferred pensions 2.25% 2.25%
'Rate of increase in pensions in payment 3.00% 3.00%
Discount rate 2.78% 2.65%

Inflation assumption 3.25% 3.25%

During*the financial year the Company- has changed the mode! used for deriving: the .discount rate
assumptlon for valuing the pension obllgatlons under FRS 101 to use an approach that is consistent
with that -adopted for Group réporting purposes under US GAAP. Compared to the previous approach
under the, updated methodology a greater proportion of bonds with low yields are excluded as outliers
from the corporate bond data used to derive the dlscount rate. The |mpact of this change is to reduce
the Defined Benefit Obligation and Net Defined Benefit Liabiiity by £28,159; 000 at 31 December 2018

The sensitivities regarding the principal assumptions‘ used to measure the scheme liabilities are set out
below:

: Change'in Effect on Defined
Assumption assumption Beneéfit Obligation
£'000,

Discount rate increase 0.25% (44,609)
Diséount-raté :decrease 0.25% 47,532
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27!PENSIONS {contintied)

The assets in both ‘defined benefit schemes arid the nét defined pension asset/ (iability) were:

At 31 December:2018 At 31 Decembef 2017
£'000 £'000
Equity securities 213,985 283,363
Debt securities 699,019. 729,493
Real estate / property 133, 972 123,524
Cash and cash equivalents. 31,976 12, 819
Derivatives -
Other i 4—,.986 '13'6,1.251.
Total market value of .adsets 1,083,918 1,165,324
PRfesent value of scheme L ] )
liabilities (1;107,624) 1;173,618)
(Deficit) i in the schemes T (23,708) (8,294)
Irrecoverable surplus (5 204) .(6,462)
Net'pension liability (28’,910)' (14,756)

The irrecoverable surplus relates to the Fischer and Porter Limited Pension and Life Assurance Fund
only, thé ABB Plan remains in a deficit position.

The Company recognises any surplus only to the extent that it is able to recover the surplus either
(through reduced contributions in.the future orthrough refunds from the scheme. The Directors, advnsed
by the schéme actuary, have determined that it should be restricted by £5 204 000 (2017 £6 462, 000)
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PENSIONS (continugd),

Arialysis of the components of the défined benefit cost,

Recognised in the profit and lgss.accouint

Current sefvice cost.

Accrual of expected future admin-costs
Past service cost — plan amendments
Past senvice cost — eurtailments.

Cost of termination benefits.

Recognised in-arriving at operating profit

Net:interest on het defined benefit-liability
Total récognised in the profit-and 10ss aceount

Taken to the statemént of compréhensive: income
Actual returri 18ss expected retufh on perision

schemie assets (greater) than discount rate
Experiénce 10ss arising on-scheme liabilities
Aimount noet récoghised,

(Gain) /'loss arising from changes in assumptions

underlying the present valtie of schemé liabilities

Actuarial loss / (géin) récogniseéd in the statement of
comprehensive income

‘Analysis:of movements. in the. deficit during the year,,

At 1.January

Total 6perating charge

interest on.net defined benefit liability
Remeasuremént effécts on OCI
Contributions

At 37 Décembegr:

2018 2017
£1000. £:000
2,870 10,665
1,991 1,974
7,700 g

(26,926) -
{14,365) 12,639
(495) 3,772
(14,860) 16,411
55,397. (45;810)
1,894 (3,623)
(1,258) 3,231
(12,110) (85,881)
43,923 (132/083)
2018 2017
£000 £009
(14,756) (148,450)
14,365 (12,639)
495 (3.772),
(43,923) 132,083
14,909 18,022
(28,910) (14.756).
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PENSIONS (contiiiuéd)

Change n Pian assels

Fair Value: of assets at the start of the period.
Intérest.incomé on schenie assets.

‘Actual return less éxpected retirn on:schéime assets gredter

‘than' discount. réte.
Employer contributions.
Plan'participarits contriputions.
Benefitspaid
_/-\‘fdfninistrg'tivé’qp'gt§'p§id;
Fair value of assets-at the end of thé pefiod-

Change in-actuarial Valiie of Plan liabilitiés.

Defined benefit obiigation at the start of the.period
Employér service Gost

Ihterest cost:

Plan participarits coritributions-

Actuarial (gain)/ [68§

Benefits pald from plan assets

Past sefvicé Gosts — plan amendments

Past service costs ~ curtailment

Termination benefits:

Plan ligbilities at the end-of thie periéd

2018

£1000°

1, 165 324
30, 176

1(56,397).

14,909
213
(69 31 6)
(1:991)

2017
£000

126,262
30,460

45,810
18,022

a 70
(53:466)
(1,954)

10889168

4

5018
£000

1,173,618
2,870.
29681
213
(10,216)
(69,316)

1 7.700
(26,926)

2017
£000:

1,271,501
1]0.6§5
34,232

170
(89,504).
+(53:446)

1.107.624-

19473,618"
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EMPLOYEE INCENTIVE PLANS

The ABB Group has two:share! based employee incentive plans applying to employees of the UK group
as described below. Both indentive plafis ‘are fun and administered by companies in n the ABB Grotip;
outside of the UK group.

!Vlahégemen'g Incentive Plan (MIP)

Under the MIP, share warrants or.options and warrant appreciation rights (WARs) are offered to key
employees for no consideration. Each launch of the MIP is. approved by.the Bodrd of Directors of the
ultimate parent company, ABB Ltd.

Warrants and optlons granted under the MIP allow participants to purchase shares of ABB Ltd at
predetermlned prices. Participants may sell the warrants or options rather than exercise the right to

-purchase shares. Equwalent warrants are iisted by a third party bank on the SWX"Swiss Exchange
‘which facilitates pricing and transferability of warrants granted under this plan. The' options entitle the

holder to request that a third party bank purchase such options at the market price of equivalent listed
warfants related to that MIP launch. If the partlmpant elects to sell the warrants or options on the market
rather than exércise the right to purchase shares, the instruments may then be held by a noAa-employee
of ABB Ltd. Each WAR gives the participant the right to receive, in cash, the market price of a warrant
on thé date of exercise of the WAR. The WARSs are non-transferable.

Partlcnpants may exercise or sell warfants andoptions and exercise WARs after the vesting period,
which is three years from the date of grant. Vesting restrictions.can be waived in certain circumstances
such as death or disability. All warrants, options and WARs expire six years from‘the date of grant. As

the primary trading market for shares of ABB Ltd is the SWX Swiss Exchange (virt-x), the exercise prices

of warrants and optlons and the trading prices of equwalent warrants listed on the SWX Swiss Exchange

-are denominated in Swiss francs. ‘Accordingly, exercise prices are presented below in Swiss francs.

ABB Limited in the UK receives a charge’ for the costs (the initial fair value of the awards and the

administrative costs) of providing the MIP to employees of the UK group. If an-employee forfeits the
‘awards.during the vesting period, ABB Limited in the UK receives a credit note for the charges previously-

paid. If an employee'is transférred to/from another country dunng the vesting period, ABB Limited in the
UK receives a credit note/invoice for the respective portion of the initial charge. A charde of
£742 984-is included in administration costs jn 2018 (2017: £799 ,584).
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NOTES TO THE FINANCIAL STATEMENTS» -

31 December 2018

EMPLOYEE INGENTIVE PLANS (contirugd)

Wartrants and. Opt’i'éﬁs

Presented below is a summary of the actlvuty refated to warrants. and- ophons of the company's
employees for the years erided 31 December 2018 and 2017:

2018 Number of Numbgr of Weighted-
) warrants or shares () ;g‘ve‘r‘age
options exefcise
price.
~ (in.swiss
francs) @ @)
Outstanding at 1 A
January 2018 ‘6,61’6,24@ 1,323,249 20.80
Grarited 2,009,200 401,840 23:48
Forfeited (63,750)  (12,750) 21.50
Expired (250,750) (50,150) 22.09
Sold (1,202,940)  (240,588) 18.91
Employees
transferred in - -
Employees
transferred out - .-
Outstanding at 31. L
December 2018 v 7,108,005 1,421,601. 21:82
Exefcisable, at 37 |
December 2018 1,788,170 . . 357,634 20.30
2017 Number of Number of Weighted-
’ waitants or -shares () .average
options. exercise
price
(in swiss
) francs) A 6)
Outstanding at 1 _ A - ‘
January 2017 6,614,435 1,322,887 20.45
Granited 1.998,570 399,714 2250
Fotfeited (674,630)  (134,926) 20.15
Expired (159,500)  (31.900) 25.50
Sold (1, Q8,0QQ) (221,600) 22.25
Employe&s o N L
transferred in’ 191,250 38,250 -20.67
Employeés o L .
transferred out (245;880) (49,176). 20.79
Outstanding at81. © ~
Decembeér 2017 6.61},6.’245‘-_ 1,323,249 20.80
Exercisabie-at 31 o .
Decémber 2017 2,716, 230 462,846 20.55

(2) information presenied réflects the exercnse price per- share.of ABB Lid.
(3) Information presemed is welghted onthe number of shares,

Weighied:

average

rémaining
contractual
term (in
years) @

3.8

4.4
2.0
Weighted-
avérage
remaining
contrattual
term (in

years) ®

44

3.8

20

.Aggregate.

intrinsic

value (in-
thousands

of Swiss

francs)®

6,234

Aggregate
intfinsic
value (in

‘thousands.
of Swiss.

francs)

1,332

6,234

2,578

(1) Information’ presenled reflects the nuriber of shares o6FABB Lid that warrant holders can recewe upon exercase Warrants-and
,opllons have a coriversion ratlo of 5.1,

;(4) Computed using the closlng price, in Swiss francs, of ABB L;d shares on the. SWX Swnss Exchange (wrt -X) and the. exerclse
‘price per share of ABB Lid:”
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EMPLOYEE INCENTIVE ‘PLANS {continued) .

The aggregate fair value at date of grant of warrants and options granted in 2018, was
CHF902,237 (2017: CHF 939,328). This i is the basis of the charge received by ABB lelted in the UK.
The range of exercise prices for warrants and options outstanding at 31 December 2018 was CHF 19: 50 .
— CHF23.50 (2017: CHF 45. 75~ CHF 22.50).

The fair value of each warrant or option is estimated on the date.of grant using a lattice mode! that uses
assumptions noted in'the'table below, Expected volatilities are based on implied volatilities from traded
warrants and options.on ABB Ltd's. shares. The rigk- free rate is based on a six-year Swiss Franc’ interest
rate, reflectmg the contractual life of the warrants and options:

The maximum term of options granted is 6 years.

2018 grant 2017 grant
Expected volatility 17.18% 18.13%
Dividend vield 3.1% 4.7%
Expected term ‘6 years 6 years-
Risk-free interest rate -0.13% -0.28%

WARs

Presented below is a summary of WAR actrvrty of the company's employees. for the: years ended 31
December 2018 and 2017

2018 - 2017

Number of Number of

WARs WARS

Outstanding at 1-January 515,440 810,440

Grénted dufing the year - .

Exercised during the yeat (195,000) (240,000)

Forfeited during the yéar - -

Expired during the year ) (55,000)

Employees transferréd in . .

Employee transferred.out - -

Outstanding at-31 Décember 320,440 ‘515440’
Exercisable at 31 December: 320,440 435,750_

As a WAR grves its holder the right to receivé in cash the markét prlce of a warrant, the fair value of'a
WAR on grant date equals that of a warrant Theré were no WARS granted in either.the current or prior

year
The aggregate fair vaiue of outstanding WARS at 31 December 2018 was £147,402 (2017: £583 .500).
The fair value'of WARS was.determined based upon the trading price of equivalent warrants listed on
the SIX Swiss Exchange.
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EMPLOYEE INCENTIVE PLANS (contined)

Employee Share Acquisition Plan (ESAPR),

The ESAP is an employee share option plan with a savings feature, Employees .save over. a twelve-
month period, by way ¢ of monthilysalary deductions. At the ehd of the savmgs period, employees choose
whether.to exerdise their share options. using their savings plus interest to buy ABB Ltd shares at the
exércise price set at the grant date, or have their savings returned with - |nterest The savings are
accumulated in a ‘bank account held by a third party trustée on behalf of the partrcupants and earn
interest. Employees can wnthdraw from the ESAP at any time dunng the savings period .and will be
entitled to a refund of their accumulated savings.

ABB Limited in the UK receives a charge for the costs of providing ESAP to employees of the UK group
The costs approximatethe difference betweeén the exercisé price and market pricé of the ABB Ltd share
at vesting, as well as administrative costs. Charges of £22,077 are included in administration costs in
2018 (2017::£263,657). .

Presented bélow is.a sumrhary of activity under the ESAP: durmg thie yeats ended 31 December 2017
and 2016

2018 Number of 'Welghted Weighted. Aggregate

o shares. average. avérage intrinsie

exércise”  remaining . Value (in

price  contfactual thousands ‘of

(in Swiss term (in Swiss

’f_ranos_‘)' years) francs) )

Outstanding at 1 January 2018" 57,000 26:26° 0.8 .
Granted duririg the year 63,630’ 20.38
Forfeited during the year (9,110) 26,26

Exercised during the year -

Not exercised (savings returned plus’ N 47:89'0) 26'-26

interést) during the year

Outétanding at 31 December 2018- 63,630" 2038 - 08

Vested angd- expected to vest at 31

December 201 8: 63,630 20.38
Exercisdblé at'31 Decerfiber 2018 "~ 63,630 2038
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EMPLOYEE INCENTIVE PLANS (continied)

2017 Number of Welghted Weight_ed ‘Aggregate’
shares average averagé intrinsic
exercise- femaining . value (in
‘price contractual thousands of
(in Swiss. term (in Swiss.
francs) years) francs) (1)
‘Outstanding at 1 January 2017 86,350° 2042 - 0.8 147
Transfefs out
Granted during the year 57,000 26.26
‘Forfeited during the year (5,920) 20:12
Exercised during the year (61,970) 20.12
Not exercised (savmgs returned 42 '
plus interest) dunng the year (18,460) 20.12 ,
Outstanding at 31 December 57,060 26.26 0.8 ) 8
2017 - b
Vested and expected to vest at , ’57'{000 26.2§

31 December-2017

Exercisable at 31 December
2017

(1) Computed using the closing pruce in Swiss francs, of ABB Ltd shares on the SWX Swiss Exchange (virt-x) and

the exercise price of each gption in Swiss francs.

RELATED PARTY TRANSACTIONS

The company has taken advantage of the exemption conferred by IAS 24 in that transactions'with other
wholly owned group companies are not disclosed, provided that-any subsidiary which is a party to the
transactron is wholly owned by such a member

The following transactions are not.covered by this exemption.

TheICompany has an agreement to provide services to Power Asséts Development Company lelted
(“PadCo"), a company in which ABB Investments Ltd, a sister company of ABB Limited, -has a 25%
shareholding. ABB Ltmlted'recerved management fees of £ nil (2017: £nil).

ULTIMATE HOLDING COMPANY
The immediate parent company is ABB Holdlngs Limited. The ultimate holdmg company is ABB Ltd, a
company incorporated in Switzerland. This is the largest and smallest group in which ABB erlted is

consolidated. A copy of the. accounts can be obtained from PO Box. 8131, CH-8050, Zurich, Swrtzerland
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30;  CHANGES IN'SIGNIFICANT ACCOUNTING POLICIES
The company has. applied IFRS 15 using the retrospective with, cumulatlve effect method — i'e. by

recognlsmg the cumulatrve éffect of. mrtlally applymg IFRS 15 as an adjustment to the opemng balance
of equity at 1 January 2018; Therefore the comparatlve mformatlon has not been restated and contmues‘

to be’ reported ‘Under’iAS 19 ahd IAS I1
The'quantntatlve impact of the changes in relation to the. year ended.31 Decémber,201§ are.as follows:

. .Inventory work: in progress has. reduced from £11 195 (as'it would have been stated-under.IAS:
19 and IAS 11) to £2,587,000° after applymg IFRS5..

. Amolnts recoverable on contracts has increased. from- £40, 700, 000 (as it would have- been-
Stated under IAST9 and IAS 11) to"£49, 308; 000-after applylng IFRS 15 As there has'been no-
|mpact to the statement of profit and loss, fio adjustment has.béeen made to the apening bajance

Jof equrty

.



