ABB Ltd


Consolidated Income Statements


January – September
July – September


2001
2000
2001
2000


(Unaudited) 
(in millions, except per share data)



Revenues


$
16,877

$
16,217

$
5,778

$
5,149

Cost of sales


(12,896)

(12,188)

(4,566)

(3,962)

Gross profit


3,981

4,029

1,212

1,187

Selling, general and administrative expenses


(3,146)

(3,150)

(1,038)

(1,027)

Amortization expense


(175)

(154)

(59)

(52)

Other income (expense), net


106

313

25

139

Earnings before interest and taxes


766

1,038

140

247

Interest and dividend income


445

427

161

129

Interest and other finance expense


(637)

(459)

(224)

(168)

Income from continuing operations before taxes and minority interest


574

1,006

77

208

Provision for taxes


(185)

(297)
(39)

(59)

Minority interest


(37)

(33)

(15)

(17)

Income from continuing operations


352

676

23

132

Income from discontinued operations, net of tax


--

548

--

--

Change in accounting principles (introduction of FAS 133)


(63)

--

--

--

Net income


$
289

$
1,224

$
23

$
132

Weighted average shares outstanding



1,139

1,178


1,116


1,184

Dilutive potential shares


3
               6

--

4

Diluted weighted average shares outstanding


1,142

1,184


1,116


1,188

Basic earnings per share:






Income from continuing operations


$
0.31

$ 0.57

$
0.02

$
0.11


Income from discontinued operations


--

0.47


--


--


Change in accounting principles


(0.06)

--


--


--


Net income


$
0.25

$
1.04

$
0.02

$
0.11

Diluted earnings per share:






Income from continuing operations


$
0.31

$ 0.57

$
0.02

$
0.11


Income from discontinued operations


--

 0.46

--

--


Change in accounting principles


(0.06)
--

--

--


Net income


$
0.25

$
1.03

$
0.02

$
0.11

Consolidated Balance Sheets


At September 30, 
2001
At December 31, 
2000


(Unaudited)                              (Audited)

(US$ in millions)

Cash and equivalents


$
2,232

$
1,397

Marketable securities



3,153

4,209

Receivables, net



8,621

8,328

Inventories, net



3,644

3,192

Prepaid expenses and other



2,668

1,585

Total current assets



20,318
18,711

Financing receivables, non-current



4,599
3,875

Property, plant and equipment, net



3,108
3,243

Goodwill and other intangible assets, net



3,491
3,155

Investments and other



2,193
1,978

Total assets


$
33,709

$
30,962

Accounts payable, trade


$
3,775

$
3,375

Accounts payable, other



2,317
2,363

Short‑term borrowings and current maturities of long‑term borrowings



6,789
3,587

Accrued liabilities and other



7,086
6,127

Total current liabilities



19,967
15,452

Long‑term borrowings



4,867
3,776

Pension and other related benefits



1,742
1,790

Deferred taxes



1,357
1,528

Other liabilities



2,565
2,924

Total liabilities



30,498
25,470

Minority interest



299
321

Total stockholders' equity



2,912
5,171

Total liabilities and stockholders' equity


$
33,709

$
30,962

Consolidated Statements of Cash Flows


January – September


2001
2000


(Unaudited)
(US$ in millions)

Operating Activities



Income from continuing operations


$
352

$
676

Adjustments to reconcile income from continuing operations to net cash provided by operating activities:




Depreciation and amortization

583
575


Changes in restructuring provisions

(39)
(21)


Pension and post-retirement benefits

14
(32)


Deferred taxes

13
129


Net gain from sale of  property, plant and equipment

(13)
(227)


Other

2
(41)


Changes in operating assets and liabilities




Marketable securities - trading

79
(239)


Trade receivables

(134)
128


Inventories

(549)
(361)


Trade payables

444
(190)


Other assets and liabilities, net

(407)
(144)

Net cash provided by operating activities


$
345

$
253

Investing Activities



Changes in financing receivables



(1,105)
(557)

Purchases of marketable securities (other than trading)

(2,248)
(1,519)

Purchases of property, plant and equipment

(560)
(435)

Acquisitions of businesses (net of cash acquired)

(575)
(404)

Proceeds from sales of marketable securities (other than trading)

2,768
1,587

Proceeds from sales of property, plant and equipment

80
138

Proceeds from sales of businesses (net of cash disposed)

31
139

Net cash used in investing activities


$
(1,609)

$
(1,051)

Financing Activities



Changes in borrowings 

4,300
1,133

Treasury and capital stock transactions

(1,433)
245

Dividends paid

(502)


(531)

Other

(61)
(60)

Net cash provided by financing activities


$
2,304

$
787

Net cash provided by discontinued operations

(158)
1,229

Effects of exchange rate changes on cash and equivalents

(47)
(128)

Net change in cash and equivalents

835
1,090

Cash and equivalents-beginning of year

1,397
1,615

Cash and equivalents-end of period


$
2,232

$
2,705

Interest paid


$     579


$
485

Taxes paid


$     263


$
235

ABB Ltd notes to consolidated financial statements (Unaudited) 

(US$ in millions, except per share amounts)

Note 1  Developments in the nine months ended September 30, 2001:

· Share split

At our annual general meeting held on March 20, 2001, our shareholders approved a four-for-one share split to reduce the nominal value of our shares from CHF 10 each to CHF 2.50 each. The share split became effective as of May 7, 2001.

· Treasury and capital stock

At our annual general meeting held on March 20, 2001 our shareholders approved a share repurchase of 24 million shares, which corresponds to approximately 2% of our nominal share capital. During the first half of 2001 all of the 24 million shares were purchased using a second trading line. We intend to propose to our shareholders at next year's annual general meeting a reduction of our nominal share capital for the purpose of canceling such shares. 

In addition, at September 30, 2001, we owned approximately 63 million treasury shares for purposes such as hedging management incentive plans (MIP). 

In June 2001, the Company settled its outstanding written put options by repurchasing 18.5 million of its own shares. The Company further issued call options that give a counterparty the right to acquire up to 18.5 million shares of the Company at an average rate of CHF 41 per share. The call options expire in periods ranging from 2004 to 2006 and were recorded as equity instruments in accordance with EITF 00-19, Accounting for Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company’s Own Stock. These transactions are linked to the management of the Company’s MIP.

The market value of the ABB shares as of September 30, 2001 was CHF 11.60 (approximately US$ 7.18) per share.

· Listing New York

On April 6, 2001 we listed our American Depositary Shares (ADSs) on the New York Stock Exchange. Simultaneously, we successfully completed an exchange offer giving holders of restricted ADSs the opportunity to exchange to our new ADSs that are eligible for trading on the New York Stock Exchange. One new ADS represents one registered share. Our new ADSs are traded under the symbol “ABB”. 

Note 2  Significant Accounting Policies

The consolidated financial statements are prepared on the basis of United States (U.S.) generally accepted accounting principles and are presented in U.S. dollars ($) unless otherwise stated. Par value of capital stock is denominated in Swiss francs (CHF). The financial information as of September 30, 2001 should be read in conjunction with the December 31, 2000 financial statements contained in the Annual Report and our registration statement on Form 20-F for the U.S. listing.

Introduction of FAS 133

In June 1998, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 133, Accounting for Derivative Instruments and Hedging Activities, which is required to be adopted in years beginning after June 15, 2000. The Company has adopted the new Statement with effect from January 1, 2001. The Statement requires us to recognize all derivatives on the balance sheet at fair value. Derivatives that are not hedges must be adjusted to fair value through income. If the derivative is a hedge, depending on the nature of the hedge, changes in the fair value of derivatives will either be offset against the change in fair value of the hedged assets, liabilities, or firm commitments through earnings or recognized in other comprehensive income until the hedged item is recognized in earnings. Based on the Company’s derivative positions at December 31, 2000, the Company has upon adoption at January 1, 2001 recorded a loss from the cumulative effect of an accounting change of $63 million in the consolidated income statement and a reduction of $41 million in other comprehensive income.

Note 3  Statement of Consolidated Common Stockholders' Equity 

(US$ in millions)

Balance at January 1, 2001



$
5,171

Comprehensive income:



Net income

289


Foreign currency translation adjustments


(374)


Unrealized loss on available-for-sale securities

(129)


Change in accounting principles (FAS 133) at January 1, 2001

(41)


FAS 133 effect through September 30, 2001

(84)


Total comprehensive income (loss)

(339)


Dividends paid



(502)

Treasury stock transactions



(1,433)

Other


15

Balance at September 30, 2001



$
2,912

Note 4  Segment and Geographic Data
We have realigned our worldwide business operations to increase our responsiveness to our customers’ needs. The new customer-focused structure is intended to capitalize on our extensive knowledge of our customers’ industries and their business processes. It is based on the premise that our primary growth opportunity lies in our existing customer base. Our new business structure will enhance our ability to expand our existing customer relationships into additional sales of products, systems and services. Our focus on customer groups should also facilitate the building of new customer relationships.

For all periods presented, the division data reflects the new customer-centric structure: 

Utilities: Serves electric, gas and water industries – whether state-owned or private, global or local, operating in liberalized or regulated markets – through a portfolio of capabilities, from essential products to comprehensive services and systems.

Process Industries: Serves the chemical, pharmaceutical, petroleum, gas, marine, metals, minerals, mining, cement, pulp, paper and printing industries with a variety of power and automation technology products. The division has a strong domain expertise and uses its automation, power, supply chain and service portfolio to create industrial IT solutions focused on these customers.

Manufacturing and Consumer Industries: Sells products, solutions and services to improve customer productivity and competitiveness in areas like automotive industries, telecom, product manufacturing, electronics, airports, parcel and cargo distribution, public and commercial buildings. It also provides air handling solutions for industrial and environmental processes. 

Oil, Gas and Petrochemicals: Focuses on systems, products and services for oil and gas drilling both offshore and onshore, and the development and supply of offshore production installations, refineries and petrochemical plants worldwide.

Power Technology Products: Covers the entire spectrum of technology for power transmission and power distribution. It includes transformers, switchgear, breakers, capacitors, cables as well as other products and technologies for high- and medium-voltage applications. All products are currently developed to fit into a common industrial IT architecture. The increased use of IT, including online product configurators, enables ABB Power Technology Products to deliver within best-in-class cycle times. The division focuses on customers such as industrial, commercial, utilities and external channel partners, e.g. distributors, system integrators, contractors and original equipment manufacturers (OEMs).

Automation Technology Products: Provides products, systems, software and services for the automation and optimization of discrete, process and batch manufacturing operations plus related business aspects. Key technologies include measurement control, instrumentation, process analysis, drives and motors, power electronics, robots, and low-voltage products, all geared toward one common industrial IT architecture for real-time automation and information solutions across the business enterprise. These technologies are sold both through third-party channels (OEMs, system integrators, distributors) and through the ABB end-user divisions.

Financial Services: Supports its internal and external customers with innovative financial solutions in structured finance, leasing, project development and ownership, financial consulting, insurance and treasury activities.

The Company evaluates performance based on earnings before interest and taxes (EBIT), which excludes interest income and expense, taxes, minority interests, the results from discontinued operations and other items. 

Segment data

Data per Business Division

(US$ in millions)
Orders received

January – September
Revenues

January – September


2001
2000
2001
2000

Utilities


$
4,816

$
4,710

$
3,974

$
3,898

Process Industries

2,632
2,818
2,391
2,422

Mfg and Consumer Industries

3,435
4,283
3,464
3,665

Oil, Gas and Petrochemicals

2,602
3,197
2,450
1,829

Power Technology Products

3,272
3,059
2,877
2,626

Automation Technology Products
3,959
4,184
3,925
3,796

Financial Services

1,428
1,318
1,428
1,318

Corporate/ Other

(4,281)
(4,076)
(3,632)
(3,337)

Total


$
17,863

$
19,493

$
16,877

$
16,217

Data per Business Division

(US$ in millions)
EBIT (operating income)

January – September
Depreciation and amortization

January – September


2001
2000
2001
2000

Utilities


$
122

$
196

$
54

$
50

Process Industries

94
75
53
51

Mfg and Consumer Industries

88
137
35
41

Oil, Gas and Petrochemicals

119
101
55
45

Power Technology Products

190
170
88
92

Automation Technology Products
330
337
172
162

Financial Services

233
250
19
17

Corporate/Other

(410)
(228)
107
117

Total


$
766

$
1,038

$
583

$
575

Data per Business Division

Number of employees


September 30, 2001
December 31, 2000

Utilities



16,418


15,826

Process Industries

16,314
15,997

Mfg and Consumer Industries

31,245
33,449

Oil, Gas and Petrochemicals

13,424
11,549

Power Technology Products

28,237
27,785

Automation Technology Products

41,375
41,332

Financial Services

1,191
1,125

Corporate/Other

14,328
13,755

Total



162,532


160,818

Geographic Information

Data per Region

(US$ in millions)
Orders received

January – September
Revenues

January - September


2001
2000
2001
2000

Europe

              $     9,321


$
9,880

$   9,164


$
9,157

The Americas

4,367
4,866
4,277
3,822

Asia

2,255
2,247
1,875
1,913

Middle East and Africa

1,920
2,500
1,561
1,325

Total

             $

17,863

$
19,493

$
16,877

$
16,217

Orders received and revenues have been reflected in the regions based on the location of the customer.

Note 5 Balance sheets of ABB Ltd Consolidated, ABB Group and Financial Services (unaudited)

In the balance sheet data appearing on this page, "ABB Ltd Consolidated" means the accounts of ABB Ltd and all its subsidiaries presented on the basis of US GAAP, with all significant intercompany balances eliminated in consolidation.The balance sheet data for "Financial Services" and "ABB Group" is reported on the same basis as management uses to evaluate segment performance which includes the following adjustments:

- "Financial Services" represents the accounts of all subsidiaries in ABB's Financial Services division, with net intercompany balances and certain capital contributions received from other ABB subsidiaries presented on a one-line basis.

- "ABB Group" represents the accounts of ABB Ltd and all its subsidiaries other than those in ABB's Financial Services division, with net intercompany balances and ABB's investment in its Financial Services division presented on a one-line basis.  For the purposes of this presentation, ABB's investment in its Financial Services division is accounted for under the equity method of accounting

[image: image1.wmf]US $ in millions

Sep 30, 2001

Dec 31, 2000

Sep 30, 2001

Dec 31, 2000

Sep 30, 2001

Dec 31, 2000

Cash, cash equivalents and marketable securities

5,385

5,606

1,526

1,285

3,859

4,321

Receivables, net

8,621

8,328

6,497

6,652

2,124

1,676

Inventories, net

3,644

3,192

3,644

3,192

-

-

Prepaid expenses and other

2,668

1,585

1,300

1,067

1,368

518

Total current assets

20,318

18,711

12,967

12,196

7,351

6,515

Financing receivables

4,599

3,875

466

541

4,133

3,334

Property, plant and equipment, net

3,108

3,243

3,021

3,177

87

66

Goodwill and other intangible assets, net

3,491

3,155

3,413

3,067

78

88

Investments and other

2,193

1,978

1,521

1,350

672

628

Net intercompany balances

-

-

-

-

5,392

2,105

Total assets

33,709

30,962

21,388

20,331

17,713

12,736

Accounts payables, trade

3,775

3,375

3,750

3,347

25

28

Accounts payables, other

2,317

2,363

1,408

1,512

909

851

Short term borrowings 

2)

6,789

3,587

318

397

6,471

3,190

Accrued liabilities and other

7,086

6,127

4,211

4,303

2,875

1,824

Total current liabilities

19,967

15,452

9,687

9,559

10,280

5,893

Long term borrowings

4,867

3,776

735

509

4,132

3,267

Pensions and other related benefits

1,742

1,790

1,735

1,783

7

7

Deferred  taxes

1,357

1,528

615

694

742

834

Other liabilities

2,565

2,924

2,082

2,350

483

574

Net intercompany balances

-

-

3,423

44

-

-

Total liabilities

30,498

25,470

18,277

14,939

15,644

10,575

Minority interest

299

321

199

221

100

100

Total stockholders' equity

2,912

5,171

2,912

5,171

1,969

2,061

Total liabilities and stockholders' equity

33,709

30,962

21,388

20,331

17,713

12,736

1)

 ABB Industrial operations/holdings with equity accounting of participation in Financial Services

2)

 Includes current maturities of long-term borrowings 

ABB Ltd Consolidated

ABB Group

1)

Financial Services 
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Sep 30, 2001

Dec 31, 2000

Sep 30, 2001

Dec 31, 2000

Sep 30, 2001

Dec 31, 2000

Cash, cash equivalents and marketable securities

5,385

5,606

1,526

1,285

3,859

4,321

Receivables, net

8,621

8,328

6,497

6,652

2,124

1,676

Inventories, net

3,644

3,192

3,644

3,192

-

-

Prepaid expenses and other

2,668

1,585

1,300

1,067

1,368

518

Total current assets

20,318

18,711

12,967

12,196

7,351

6,515

Financing receivables

4,599

3,875

466

541

4,133

3,334

Property, plant and equipment, net

3,108

3,243

3,021

3,177

87

66

Goodwill and other intangible assets, net

3,491

3,155

3,413

3,067

78

88

Investments and other

2,193

1,978

1,521

1,350

672

628

Net intercompany balances

-

-

-

-

5,392

2,105

Total assets

33,709

30,962

21,388

20,331

17,713

12,736

Accounts payables, trade

3,775

3,375

3,750

3,347

25

28

Accounts payables, other

2,317

2,363

1,408

1,512

909

851

Short term borrowings 

2)

6,789

3,587

318

397

6,471

3,190

Accrued liabilities and other

7,086

6,127

4,211

4,303

2,875

1,824

Total current liabilities

19,967

15,452

9,687

9,559

10,280

5,893

Long term borrowings

4,867

3,776

735

509

4,132

3,267

Pensions and other related benefits

1,742

1,790

1,735

1,783

7

7

Deferred  taxes

1,357

1,528

615

694

742

834

Other liabilities

2,565

2,924

2,082

2,350

483

574

Net intercompany balances

-

-

3,423

44

-

-

Total liabilities

30,498

25,470

18,277

14,939

15,644

10,575

Minority interest

299

321

199

221

100

100

Total stockholders' equity

2,912

5,171

2,912

5,171

1,969

2,061

Total liabilities and stockholders' equity

33,709

30,962

21,388

20,331

17,713

12,736

1)

 ABB Industrial operations/holdings with equity accounting of participation in Financial Services

2)

 Includes current maturities of long-term borrowings 

ABB Ltd Consolidated

ABB Group

1)

Financial Services 
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		Balance sheets of ABB Ltd Consolidated, ABB Group and Financial Services (unaudited)

		In the balance sheet data appearing on this page, "ABB Ltd Consolidated" means the accounts of ABB Ltd and all its subsidiaries presented on the basis of US GAAP, with all significant intercompany balances eliminated in consolidation.The balance sheet dat

		-		"Financial Services" represents the accounts of all subsidiaries in ABB's Financial Services division, with net intercompany balances and certain capital contributions received from other ABB subsidiaries presented on a one-line basis.

		-		"ABB Group" represents the accounts of ABB Ltd and all its subsidiaries other than those in ABB's Financial Services division, with net intercompany balances and ABB's investment in its Financial Services division presented on a one-line basis.  For the p

										ABB Ltd Consolidated						ABB Group1)						Financial Services

		US $ in millions								Sep 30, 2001		Dec 31, 2000				Sep 30, 2001		Dec 31, 2000				Sep 30, 2001		Dec 31, 2000

		Cash, cash equivalents and marketable securities								5,385		5,606				1,526		1,285				3,859		4,321

		Receivables, net								8,621		8,328				6,497		6,652				2,124		1,676

		Inventories, net								3,644		3,192				3,644		3,192				-		-

		Prepaid expenses and other								2,668		1,585				1,300		1,067				1,368		518

		Total current assets								20,318		18,711				12,967		12,196				7,351		6,515

		Financing receivables								4,599		3,875				466		541				4,133		3,334

		Property, plant and equipment, net								3,108		3,243				3,021		3,177				87		66

		Goodwill and other intangible assets, net								3,491		3,155				3,413		3,067				78		88

		Investments and other								2,193		1,978				1,521		1,350				672		628

		Net intercompany balances								-		-				-		-				5,392		2,105

		Total assets								33,709		30,962				21,388		20,331				17,713		12,736

		Accounts payables, trade								3,775		3,375				3,750		3,347				25		28

		Accounts payables, other								2,317		2,363				1,408		1,512				909		851

		Short term borrowings 2)								6,789		3,587				318		397				6,471		3,190

		Accrued liabilities and other								7,086		6,127				4,211		4,303				2,875		1,824

		Total current liabilities								19,967		15,452				9,687		9,559				10,280		5,893

		Long term borrowings								4,867		3,776				735		509				4,132		3,267

		Pensions and other related benefits								1,742		1,790				1,735		1,783				7		7

		Deferred  taxes								1,357		1,528				615		694				742		834

		Other liabilities								2,565		2,924				2,082		2,350				483		574

		Net intercompany balances								-		-				3,423		44				-		-

		Total liabilities								30,498		25,470				18,277		14,939				15,644		10,575

		Minority interest								299		321				199		221				100		100

		Total stockholders' equity								2,912		5,171				2,912		5,171				1,969		2,061

		Total liabilities and stockholders' equity								33,709		30,962				21,388		20,331				17,713		12,736

		1) ABB Industrial operations/holdings with equity accounting of participation in Financial Services

		2) Includes current maturities of long-term borrowings
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