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Report of the Statutory Auditors

As statutory auditors, we have audited the accounting records and the financial statements (bal-
ance sheet, income statement and notes) of ABB Ltd for the year ended December 31, 2006.

These financial statements ate the responsibility of the board of directors. Our responsibility is
to express an opinion on these financial statements based on our audit, We confirm that we
meet the legal requirements concerning professional qualification and independence.

Our audit was conducted in accordance with Swiss Auditing Standards, which require that an
audit be planned and performed to obtain reasonable assurance about whether the financial
statements are free from material misstatement. We have examined, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. We have also assessed the
accounting principles used, significant estimates made and the overall financial statement pres-
entation, We believe that our audit provides a reasonable basis for our opinion,

In out opinion, the accounting records and financial statements and the proposed appropriation
of available earnings comply with Swiss law and the company's articles of incorporation,

We recommend that the financial statements submitted to you be approved.

Ernst 8%[

Charles Barone Yves Vontobel
Certified Public Accountant Swiss Certified Accountant

ng AG

(Auditors in charge)

Enclosures:
_ Financial statements (balance sheet, income statement and notes)
— Proposed appropriation of available earnings

x Offices in Aarau, Baden, Basel, Berne, Geneva, Lausanne, Lucerne, Lugano, St.Gallen, Zug, Zurich.
55 Member of the Swiss Institute of Certified Accountants and Tax Consultants




Financial Statements of ABB Ltd, Zurich

Income Statement

Year endad Decomber 31 (CHF In thousands)

2008

2605

Other incoms 15,921 -
Parsonnal expenses {44,151) (23,772)
Other expenses (30,785) (23,809)
Dividend incomo 500,000 -
Interest income 112,858 56.833__
interest expense (37,389) {27,627)
Less on bond repurchase - (23,048)
Net gain from sale of own shares 12,003 -
_E;raluation gain on own shares 54,601 101,861
Net income before taxes 583,058 60,443
Income iaxes (2,300 -
Met income 580,758 60,443
Balance Sheet
Decembar 31 {CHF in theusands) 2006 2005
Gash and equivalents 558,217 26,993
Recaivables 14,654 3,910
Short-term loan - group company 97,600 -
Total current assats 670,471 30,903
Long-term loans — group companies 5,537,505 4,078,300
Participations 5,226,834 5,278,132
Own shares 166,581 147,022
Total non-current assets 10,830,920 8,603,454 )
Total assets 11,601,391 9,534,357
Current liabilities 35,022 20,703
Short-term loan — group company 97,600 -
Long-term loans - group companies 424,205 50,000
Provisions 205,701 238,628
Bonds 208,300 208,300
Total liabilities a70,828 517,631
Shara capital 5,469,381 5,192,354
Legal reserve 2,734,907 1,808,454
Reserve for treasury shares 186,581 410,168
Other reserves 1,611,250 1 .534.731’?
Retained earnings 167,678 10,571
“Net income 580,758 60,443
Total stockholders’ equity 10,630,563 9,016,726
Total liahilities and stockholders’ equity 11,601,391 9,634,357




Notes to Financial Statements

Note 1 General

ABB Ltd, Zurich {the Company) is the parent company of the ABB Group whose consolidated financlal statements include 100 percent of the
assets, liabilities, revenues, expenses, income and cash flows of ABB Lid and group companies in which the Company has a controlling interest, as
it the Company and its group companies ware a single company. The consalidated financial statemants are of overriding importance for the
purpose of the economic and financlal assessmett of the Company. Tha unconsolidated financial statements of the Company are prepared in
accordance with Swiss law and serve as complementary information to the consolidated financial staiemnents.

Note 2 Cash and equivalents

{CHF in thousands) 2008 2005
Gash in bank 701 528
Cash deposit with ABB Group Treasury Operations 557,516 26,465
Total 558,217 26,293

ABB Group maintains an internal treasury function, Group Treasury Operations, comprising cestain indirect subsidiaries of the Company, o provide
group companies with deposit and borrowing facilities.

Note 3 Receivables

{CHF in thousands) 2008 2005
Non-trade receivables 81 102
Non-trade receivables — group company 4,987 -
Accrued income 2,640 1,015
Accruad income — group companies 6,946 2,793
Total 14,654 3,910

Note 4 Long-term loans ~ group companies

{CHF in thousands) 2006 2005

Long-term loans — group companies 5,537,505 4,078,300

The Company maintaing interest bearing credit agreaments with ABB Asea Brown Bover Lid, Zurich, Switzerland, and AB8 Inc, Norwalk,
United States. These loans are statad at the lower of cost or fair value,

Note 5 Participations

Ownership interest
Company nams Purpose Demicile Share capital 2006 b2

ABB Asea Brown Boveri Ltd Holding CH-Zurich CHF 2,768,000,000 100% 100%

The Investment in subsidiary is vaiued at the lower of cost or fair value, using yaluation models accepted under Swiss law.

Note 6 Current liabilities

{GHF I thousands) 2008 2005
Non-trade payables 8,420 1,026
Non-trade payables — group companies 1,983 1,321
Accrued expenses 23,691 18,078
Accrued expenses - group companies 928 278
Total 35,022 20,703

Note 7 Provisions

At December 31, 2005, the Company had provisions of CHF 238,628 thousand in respect of options granted to a group company 1o enable it to
meet its obligations to deliver shares, if or when bonds originaily issued in Septembrer 2003 and May 2002 would be converted into ASBB Ltd shares.
in May and June 20086, the options refated to the $968 million converiible bands were exercised. The Company issued 105,068,206 shares out of
conhtingent capital and utllized 2,129,970 of own shares held. Cansequently, the Company released to other reserves CHF 32,927 thousand of the
provisions In connection with these bonds. At December 31, 2008, the remaining provision amounted 1o CHF 205,701 thousand and related to an
option to deliver up to 104,931,794 shares of the Company, in connection with the CHE 1 billion converlible bonds issued by a group company.




Note 8 Bonds
(CHF In thousands)

2006

2006

Bond 1999-2009 3,75% coupon 108,300 108,300
Note 2001-2008 3.75% coupon 100,000 100,000
208,300 208,300

Total -

The bonds are stated at their nominal value,

In March 2008, the Campany, through Group Treasury Operations, entered into an inferast rate swap transaction with a bank to effectively convert
the GHF 100,000 thousand 3.75% note, due 2008, info a floating rate chligation.

On Qctober 3, 2005, the Company repurchased CHF 381,700 thousand of the honds, maturing 2009, and recorded a loss of GHF 23,048 thousand.
Interest rate swap transactions effectively convert the remaining CHF 108,300 thousand 3.75% bonds, due 2009, inio floating rate obligalions.

Note 9 Stockholders' equity

Reserve for

Other Retalned

Totat

{CHF In thousands) Shara capital Legal resarva treasury shares rasarves earnings et Income 2006
Opening balance as of January 1 5,192,354 1,808,454 410,168 1,534,736 10,571 60,443 9.016,72{{
Allocation 1o retained earnings 60,443 (60,443) -
Release of other reserves (300,000) 300,000 -
_Dividend paid {203,338} (203,338)
$968 convertible issuances 262,671 882,756 32,927 1,478,364
Employee plan issuances 14,366 94,986 109,362
Use of share premium {51,299) (51,299)
“Increase of other reserves (243,587) 243,587 -
Net income for the year 580,758 560,758
Closing balance as of December 31 5,469,301 2,734,907 166,581 1,511,250 167,676 580,758 10,630,663
Number of Total
Share capital as of December 31, 2006 reglstered shares Par valug {CHF in housands)
I1ssued sharos 2,187,766,317 CHF 2.50 5,469,391 ’
Contingent shares 182,558,630 CHF 2.50 456,397
Number of “Tolal
Shara capital as of Decamber 31, 2005 registered shares Par value (CHF in thousands)
Issued shares 2,076,941,497 CHF 2.50 5,192,354
203,373,450 CHF 2.50 733,434

_Contingent shares

In connection with aptions exercised by a group company in May and June 2008, the Company issued 105,068,206 shares out of contingant

capital and utilized 2,129,970 of own sharas haid. This share issuance increased t
thousand and CHE 882,756 thousand, respectively, CHF 32,927 thousand of provisions was relaased to other reserves {see Note 7).

he Company's share capital and legal reserve by CHF 262,671

As described In Nete 21 1o the Consolidated Financial Statements of ABB Ltd, the ABB Group has an Employee Share Acquisition Plan (ESAP).

To enable the group company that facilitates the ESAP to deliver shares 1o employses who have exercised their stock options, the group company
entered into an agreement with the Gompany to acquire the reguired number of shares at their then market value from the Company. Consequantly
on November 8, 2006 and November 10, 2008, respectively, the Company issued, out of contingent capital, 1o the group company, 5,746,614 and

6,626,550 shares, respectively at CHF 19.25 {
CHF 10.25 per share, respectively, thereby increasing the Company’s share capital and legal reserve by CHF 14,366 thousant

i 2006 and CHF 16,567 thousand and 50,653 thousand in 2005, Tha Company use

premium recognized an issuance in 2006 and 2005, respectively, to reduce the carrying value of its participation in the subsidiary.

Own shares

humber of sharos

CHF 19.02 representing those shares issued to be converted into American depositary shares) and
and 84,998 thousand

d CHF 51,299 thousand and 21,868 thousand of the share

Numbor of shares

2008

2005

Opening balance as of January 1 11,631,108 11,61 1.525—1_
Purchase - 11,780
Subtotat 11,531,108 11,623,302
Transfers (2,748,285) {92,203)
8,782,721 11,531,106

Closing balance as of December 31




Note O Stockholders' equity, continued
In 2006 and 2005, the Company transferred own shares of 2,748,385 and 92,203 at an average price per share of CHF 12,10 and CHF 9.86,
respectively. In addition, it acguired 11,780 own shares at CHF 8.64 per share in 2005, The average acquisition price of the own shares as of

December 31, 2006 and 2005, was CHF 18.97.

The own shares are stated at the lower of cost or fair value. As a consequence of increases in the fair value, the own shares were revalued
to CHF 18.97 and CHF 12.76 per share at December 31, 2006 and 2005, respactively, resulting in gains of CHF 54,601 thousand in 2006 and

CHF 101,861 thousand in 2005,

In addition, the 30,298,913 ABB Lid shares helc by its subsidiary for use in connection with the plan of reorganization of Combustion Engineering
Inc (CE) were acquired by the Company in April 2006 and subsequently transferred to the CE Asbestos Pt Trust (see Note 10 of these financial
statements and Note 17 of the Consolidated Financial Statements of ABB Ltd), realizing a gain of CHF 13,789 thousand.

The net equity value of the Company as refiected in these unconsclidated financial staternents is approximately GHF 10.6 billion compared te a net
equily value of approximately CHF 7.4 billion (approxirately $6 billion) disclosed in the Consolidated Financial Statements of ABB Ltd. The
difference derives from the separate accounting bases applied to the unconsolidated and consclidatad financial statements. In the unconselidated
financial statements, the net equity value reflects the use of the lower of cost or fair value to value ABB Ltd's shares and participation in subsidiary
whereas the net equity valus disclosed in the consolidated financial statemants reflects the aggregation of the equity of ABB Ltd and its group

companies.

Note 10 Contingent liabilities
As of December 31, 2006, the Company had issued a support letter to a surety institution in the amount of CHF 367,464 thousand. This facility is

used for the issuance of surety bonds on behalf of group companies.

Furthermore, the Gompany has Keep-well agreements with certain group companies. A Keep-well agreement is a shareholder agreement hetween
the Company and a group cormpany. These agreements provide for mainterance of a minimum net worth iin the group company and the
maintenance of 100 percent direct or indirect ownership by the Company.

For those group companies acting on the capital markets, tha Keep-well agreements additionally pravide that if at any time the group company has
insutficient figuid assets to meet any payment obligation on its debt (as defined in the agreements) and has insufficient unused commitments under
its credit facitities with its lenders, the Gompany will make available to the group company sufficient funds to enable it to fulfill such payment
obligation as it falls due. A Keep-well agreement is not a guarantes by the Company for payment of the indebtedness, or any other obligation, of a
group company. No party external to tha ABB Group is & party to any of these Kaep-well agreements.

Cormbustion Engineeting Inc (CE), an indirect wholly owned subsidiary of the Company had been a defendant in numerous asbestos-related claims
in the United States, On April 21, 2008, a channeling injunction was issued and became eflective pursuant to Section 524(g) of the U.S. Bankruptoy
Code under which all present and future asbestos-related personal injury claims filed against fhe Company and its affiliates and cerfain other
entities that relate to the operations of CE are channeled to the CE Asbestos PI Trust. Potential cormmitments and current provisions of the
Company and its direct and indirect subsidiaries in respect of this matter are furiher described in Note 17 of the Gonsolidated Financial Statements
of ABS Lid. The Company's financial guarantee to the CE Asbestos Pl Trust is CHF 366,000 thousand as of December 31, 2008,

There are also a lesser number of ashestos-refated claims aga.inst cerlain other direct and inclirect subsidiaries of the Company, which are not
ralated to GE, The Company has a financial guarantee related to certain of these claims of CHF 33,672 thousand as of December 31, 2006. Please
refer to Note 17 of the Consolidated Financial Statements of ABB Ltd for more detailed information.

The Company is part of a value added tax group and therefore is jointly liable to the federal tax department for the valua addad tax liabilities of the
cther members.

Note 11 Credit facility agreement
On July 4, 2005, the Company and certain of its group companies entered into a new five-year $2 billion multicurrency revolving cradit facility and

canceled the previous $1 billion credit facility. The Company i a guatantor of the new $2 billion facility. No amounts were drawn under this facility
at December 31, 2006 and December 31, 2005,

Note 12 Significant shareholders
FMR Carporation, Roston, Massachusetts, U.5., announced that as of November 22, 2008, it, together with its direct and indirect subsidiaries, held

for ite funds and clients 111,888,682 ABB Ltd shares. This corresponded 1o 5.1 percent of the Company’s share capital and voting rights. FMR
Corporation subsequently announced that as per Decembar 20, 2006, it had reduced its holdings to a total of registered shares which was jess
than 5 percent of ABB's total capilal and voting rights, Thereafter, FMR Corporation anncunced that as of February 14, 2067, it held 109,485,841
ABB Ltd shares. This corresponds to & percent of the Company's share capital and voling rights.

As of December 31, 2005, Investor AB, Stockholm, Sweden, held 166,330,142 ABB Lid shares, representing 8 percent of the Company’s share
capital and voting rights. This figure remainad unchanged during 2008, However, due to capital increases out of contingent capital in 2006, this

quota reduced to 7.8 percent.
To the bast of the Company's knowledge, no other shareholder holds § percent or mare of ABB Lid shares.




Proposed appropriation of available earnings

{CHF in thousands)

2006

2005

Net income for the year 580,758 60,442
Carried forward from previous year 167,676 10,571
Release of other reserves 300,000 300,000
Profit available to the Annual General Meeting 1,048,434 371,014
Number of Shares

Eividend according to Annual Generat Meeting of May 4, 2006 (CHF 0.12 per share) 2,076,941,487 (249,2_@
Dividend paid on dividend access facility (371,445,320) 44,573
No dividend paid on own shares {11,012,B05) 1,322
Dividend paid 1,694,483,372 (203,338)
Balance carried forward 167,676

The Board of Directors proposes 1o release CHF 300,000 thousand of the other reserves o retained earnings and that out of the profit available
to the Annual General Meeting a dividend of CHF 0.24 gross per registered share be distributed, payable as of May 8, 2007, Caloulated on the
total number of issued shares of 2,187,756,317™, this corresponds to a maximura total amouint of CHF 525,062 thousand. In deciding on the
appropriation of dividends, the Annual General Meeting shall take inte account that the Company will pay dividends only on shares that do not
participate in the dividend access facility as per art. 8 of the Articles of Incarporation and not on own shares held by the Company.

anareholders who are resident in Sweden participating in the established dividend access facility will receiva an amount in Swedis
ABB Participation AB which corresponds fo the dividend resolved on a registered share of the Company without deduction of the Swiss

withholding tax. This amount however is subject to taxation according to Swedish law,

The remaining amount of the available earnings is to be carried forward,

11 Depending on 1ha actual numbar of shares issued as of the racord date.

h kronar froim




