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 —         

 ABB Ltd Interim Consolidated Statements of Changes in Stockholders’ Equity 

           
          

 ($ in millions) 

Capital 

stock 

Additional 

paid-in 

capital 

Retained 

earnings 

Total accumu- 

lated other 

comprehensive 

loss 

Treasury 

stock 

Total ABB  

stockholders’ 

equity 

Non- 

controlling 

interests 

Total 

stockholders’ 

equity 

          
 Balance at January 1, 2016 1,440 4 20,476 (4,858) (2,581) 14,481 507 14,988 

 Comprehensive income:         

 Net income   500   500 28 528 

 Foreign currency translation         

 adjustments, net of tax of $13    346  346 5 351 

 Effect of change in fair value of         

 available-for-sale securities,         

 net of tax of $0    6  6  6 

 Unrecognized income (expense)         

 related to pensions and other         

 postretirement plans,         

 net of tax of $(9)    (17)  (17)  (17) 

 Change in derivatives qualifying as          

 cash flow hedges, net of tax of $2    5  5  5 

 Total comprehensive income      840 33 873 

 Dividends paid to         

 noncontrolling shareholders      – (11) (11) 

 Share-based payment arrangements  13    13  13 

 Purchase of treasury stock     (496) (496)  (496) 

 Delivery of shares  (3)   3 –  – 

 Balance at March 31, 2016 1,440 14 20,976 (4,518) (3,074) 14,838 529 15,367 

          
          

 Balance at January 1, 2017 192 24 19,925 (5,187) (1,559) 13,395 502 13,897 

 Comprehensive income:         

 Net income   724   724 34 758 

 Foreign currency translation         

 adjustments, net of tax of $(1)    189  189 9 198 

 Unrecognized income (expense)         

 related to pensions and other         

 postretirement plans,         

 net of tax of $1     1  1  1 

 Change in derivatives qualifying as          

 cash flow hedges, net of tax of $0     (1)  (1)  (1) 

 Total comprehensive income      913 43 956 

 Changes in noncontrolling interests      – 5 5 

 Dividends paid to         

 noncontrolling shareholders      – (18) (18) 

 Share-based payment arrangements  12    12  12 

 Delivery of shares  (20)   103 83  83 

 Balance at March 31, 2017 192 16 20,649 (4,998) (1,456) 14,403 532 14,935 

          

 See Notes to the Interim Consolidated Financial Information 
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— 

Notes to the Interim Consolidated Financial Information (unaudited) 
 

 

 

 

 

─ 
Note 1 

The Company and basis of presentation 
 

ABB Ltd and its subsidiaries (collectively, the Company) together form a pioneering technology leader in electrification products, robotics and 

motion, industrial automation and power grids serving customers in utilities, industry and transport & infrastructure globally. 

 

The Company’s Interim Consolidated Financial Information is prepared in accordance with United States of America generally ac cepted 

accounting principles (U.S. GAAP) for interim financial reporting. As such, the Interim Consolidated Financial Information does not include all the 

information and notes required under U.S. GAAP for annual consolidated financial statements. Therefore, such financial inform ation should be 

read in conjunction with the audited consolidated financial statements in the Company’s Annual Report for the year ended December 31, 2016.  

 

The preparation of financial information in conformity with U.S. GAAP requires management to make assumptions and estimates t hat directly 

affect the amounts reported in the Interim Consolidated Financial Information. The most significant, difficult and subjective of such accounting 

assumptions and estimates include: 

 estimates used to record expected costs for employee severance in connection with restructuring programs, 

 estimates used to record warranty obligations, 

 assumptions and projections, principally related to future material, labor and project related overhead costs, used in determ ining the 

percentage of completion on projects, 

 estimates of loss contingencies associated with litigation or threatened litigation and other claims and inquiries, environmental 

damages, product warranties, self-insurance reserves, regulatory and other proceedings, 

 assumptions used in the calculation of pension and postretirement benefits and the fair value of pension plan assets, 

 estimates to determine valuation allowances for deferred tax assets and amounts recorded for uncertain tax positions,  

 growth rates, discount rates and other assumptions used to determine impairment of long lived assets and in testing goodwill for 

impairment, 

 assumptions used in determining inventory obsolescence and net realizable value, 

 estimates and assumptions used in determining the fair values of assets and liabilities assumed in business combinations, and 

 assessment of the allowance for doubtful accounts. 

 

The actual results and outcomes may differ from the Company’s estimates and assumptions. 

 

A portion of the Company’s activities (primarily long-term construction activities) has an operating cycle that exceeds one year. For classification 

of current assets and liabilities related to such activities, the Company elected to use the duration of the individual contr acts as its operating 

cycle. Accordingly, there are accounts receivable, inventories and provisions related to these contracts which will not be realized within one year 

that have been classified as current. 

 

In the opinion of management, the unaudited Interim Consolidated Financial Information contains all necessary adjustments to present fairly the 

financial position, results of operations and cash flows for the reported interim periods. Management considers all such adju stments to be of a 

normal recurring nature. 

 

The Interim Consolidated Financial Information is presented in United States dollars ($) unless otherwise stated.  Certain amounts reported in the 

Interim Consolidated Financial Information for prior periods have been reclassified to conform to the current year’s presentation. These changes 

primarily relate to the reorganization of the Company’s operating segments (see Note 13)  and to the reclassification and netting of deferred tax 

assets and liabilities, as a result of the adoption of an accounting standard update on the classification of deferred taxes (see Note 2). 

  

Adjustment related to prior periods 

In the three months ended March 31, 2016, the Company recorded a cumulative correction to eliminate certain intercompany self-insurance 

reserves. The correction resulted in a $50 million reduction in “Total cost of sales” in the Interim Consolidated Income Statements for the three 

months ended March 31, 2016, and is included in Corporate and Other Operational EBITA. The Company evaluated the impact of the correction on 

both a quantitative and qualitative basis under the guidance of ASC 250, Accounting Changes and Error Corrections, and determined that there 

were no material impacts on the trend of net income, cash flows or liquidity for previously issued annual financial statements.  
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─ 

Note 2 

Recent accounting pronouncements 
 

Applicable for current periods 

Balance sheet classification of deferred taxes 

As of January 1, 2017, the Company adopted an accounting standard update removing the requirement to separate deferred tax liabilities and 

assets into current and noncurrent amounts and instead requiring all such amounts, as well as any related valuation allowance, to be classified as 

noncurrent in the consolidated balance sheets. This update was applied retrospectively and resulted in a decrease of $297 million in both the 

total deferred tax assets and total deferred tax liabilities at December 31, 2016, due to additional netting impacts. 

 

Simplifying the transition to the equity method of accounting 

As of January 1, 2017, the Company adopted an accounting standard update eliminating the retroactive adjustments to an investment upon it 

qualifying for the equity method of accounting as a result of an increase in the level of ownership interest or degree of influence by the investor. 

It requires that the equity method investor add the cost of acquiring the additional interest in the investee to the current basis of the investor’s 

previously held interest and adopt the equity method of accounting as of the date the investment qualifies for equity method accounting. This 

update was applied prospectively and did not have a significant impact on the consolidated financial statements. 

 

Improvements to employee share-based payment accounting 

As of January 1, 2017, the Company adopted an accounting standard update which changed the accounting for certain aspects of share-based 

payment awards to employees, including the accounting for income taxes, forfeitures, and statutory tax withholding requirements, as well as the 

classification in the statement of cash flows. This update did not have a significant impact on the consolidated financial statements. 

 

Simplifying the test for goodwill impairment 

As of January 1, 2017, the Company early-adopted an accounting standard update eliminating the requirement to calculate the implied fair value 

of goodwill when measuring a goodwill impairment loss. Instead the Company is now required to record an impairment loss based on the excess 

of a reporting unit’s carrying amount over its fair value provided that the loss recognized does not exceed the total amount of goodwill allocated 

to that reporting unit. This update was applied prospectively and did not have a significant impact on the consolidated financial statements. 

 

Applicable for future periods 

Revenue from contracts with customers 

In May 2014, an accounting standard update was issued to clarify the principles for recognizing revenues from contracts with customers. The 

update, which supersedes substantially all existing revenue recognition guidance, provides a single comprehensive model for recognizing 

revenues on the transfer of promised goods or services to customers in an amount that reflects the consideration that is expected to be received 

for those goods or services. Under the standard it is possible that more judgments and estimates would be required than under existing 

standards, including identifying the separate performance obligations in a contract, estimating any variable consideration elements, and 

allocating the transaction price to each separate performance obligation. The update also requires additional disclosures about the nature, 

amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. Further updates were issued in 2016 to clarify 

the guidance on identifying performance obligations, licensing and contract costs, to enhance the implementation guidance on principal versus 

agent considerations and to add other practical expedients. 

 

In August 2015, the effective date for the update was deferred and the update is now effective for the Company for annual and interim periods 

beginning January 1, 2018, and is to be applied either (i) retrospectively to each prior reporting period presented, with the option to elect certain 

defined practical expedients, or (ii) retrospectively with the cumulative effect of initially applying the update recognized at the date of adoption 

in retained earnings (with additional disclosure as to the impact on individual financial statement lines affected). Early adoption of the standard 

is permitted for annual reporting periods beginning after December 15, 2016, including interim reporting periods within that reporting period. 

 

The Company will adopt these updates as of January 1, 2018, pursuant to the aforementioned adoption method (ii) and, apart from additional 

disclosures, currently does not anticipate these updates will have a significant impact on its consolidated financial statements. The Company’s 

analysis of contracts performed in 2016 resulted in immaterial differences in the identification of performance obligations compared to the 

current unit of accounting determination. Except for a limited number of contracts where the required criteria are not met, the analysis supports 

the recognition of revenue over time following the cost-to-cost method under the new revenue recognition standard for those contracts which 

are following the cost-to-cost method under the current revenue recognition model. The Company continues to evaluate the expected impacts of 

the adoption of these updates and the expected impacts are subject to change. 

 

Recognition and measurement of financial assets and financial liabilities 

In January 2016, an accounting standard update was issued to enhance the reporting model for financial instruments, which includes 

amendments to address aspects of recognition, measurement, presentation and disclosure. For example, the Company would be required to 

measure equity investments (except those accounted for under the equity method) at fair value with changes in fair value recognized in net 

income and to present separately financial assets and financial liabilities by measurement category and form of financial asset. This update is 

effective for the Company for annual and interim periods beginning January 1, 2018, with early adoption permitted for certain provisions. The 

Company is currently evaluating the impact of this update on its consolidated financial statements. 

 

Leases 

In February 2016, an accounting standard update was issued that requires lessees to recognize lease assets and corresponding lease liabilities 

on the balance sheet for all leases with terms of more than 12 months. The update, which supersedes existing lease guidance, will continue to 

classify leases as either finance or operating, with the classification determining the pattern of expense recognition in the income statement. 

This update is effective for the Company for annual and interim periods beginning January 1, 2019, with early adoption permitted, and is 

applicable on a modified retrospective basis with various optional practical expedients. The Company is currently evaluating the impact of this 

update on its consolidated financial statements. 

 

Measurement of credit losses on financial instruments 

In June 2016, an accounting standard update was issued which replaces the existing incurred loss impairment methodology for most financial 

assets with a new “current expected credit loss” model. The new model will result in the immediate recognition of the estimated credit losses 

expected to occur over the remaining life of financial assets such as trade and other receivables, held-to-maturity debt securities, loans and 
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other instruments. Credit losses relating to available-for-sale debt securities will be measured in a manner similar to current GAAP, except that 

the losses will be recorded through an allowance for credit losses rather than as a direct write-down of the security.  

 

This update is effective for the Company for annual and interim periods beginning January 1, 2020, with early adoption permitted for annual and 

interim periods beginning January 1, 2019. The Company is currently evaluating the impact of this update on its consolidated financial 

statements. 

 

Classification of certain cash receipts and cash payments in the statement of cash flows 

In August 2016, an accounting standard update was issued which clarifies how certain cash receipts and cash payments, including debt 

prepayment or extinguishment costs, the settlement of zero coupon debt instruments, contingent consideration paid after a business 

combination, proceeds from insurance settlements, distributions from certain equity method investees and beneficial interests obtained in a 

financial asset securitization, should be presented and classified in the statement of cash flows. This update is effective for the Company for 

annual and interim periods beginning January 1, 2018 on a retrospective basis, with early adoption permitted. The Company does not believe that 

this update will have a significant impact on its consolidated financial statements. 

 

Income taxes – Intra-entity transfers of assets other than inventory 

In October 2016, an accounting standard update was issued that requires the Company to recognize the income tax consequences of an intra-

entity transfer of an asset other than inventory when the transfer occurs instead of when the asset has been sold to an outside party. This 

update is effective for the Company for annual and interim periods beginning January 1, 2018, with early adoption permitted, and is applicable on 

a modified retrospective basis through a cumulative-effect adjustment directly to retained earnings as of the beginning of the period of 

adoption. The Company is currently evaluating the impact of this update on its consolidated financial statements. 

 

Statement of cash flows - Restricted cash 

In November 2016, an accounting standard update was issued which clarifies the classification and presentation of changes in restricted cash on 

the statement of cash flows. It requires the inclusion of cash and cash equivalents that have restrictions on withdrawal or use in total cash and 

cash equivalents on the statement of cash flows. This update is effective for the Company for annual and interim periods beginning January 1, 

2018 on a retrospective basis, with early adoption permitted. The Company does not believe that this update will have a significant impact on its 

consolidated financial statements. 

 

Clarifying the definition of a business 

In January 2017, an accounting standard update was issued which narrows the definition of a business. It also provides a framework for 

determining whether a set of transferred assets and activities involves a business. This update is effective for the Company for annual and 

interim periods beginning January 1, 2018 on a prospective basis, with early adoption permitted. The Company does not believe that this update 

will have a significant impact on its consolidated financial statements. 

 

Clarifying the scope of asset derecognition guidance and accounting for partial sales of nonfinancial assets 

In February 2017, an accounting standard update was issued which clarifies the scope of asset derecognition guidance, adds guidance for partial 

sales of nonfinancial assets and clarifies recognizing gains and losses from the transfer of nonfinancial assets in contracts with noncustomers. 

The Company plans to adopt this update retrospectively as of January 1, 2018, with the cumulative effect of initially applying the update 

recognized at the date of adoption in retained earnings. The Company does not believe that this update will have a significant impact on its 

consolidated financial statements. 

 

Improving the presentation of net periodic pension cost and net periodic postretirement benefit cost 

In March 2017, an accounting standard update was issued which changes how employers that sponsor defined benefit pension plans and other 

postretirement plans present the net periodic benefit cost in the income statement. Under this standard, the Company will be required to report 

the service cost component in the same line item or items as other compensation costs arising from services rendered by the pertinent 

employees during the period. Other components of net benefit will be required to be presented in the income statement separately from the 

service cost component and outside the subtotal of income from operations. Under the amendment only the service cost component is allowed 

to be capitalized. This update is effective for the Company for annual and interim periods beginning January 1, 2018 on a retrospective basis for 

the presentation requirements and on a prospective basis for the capitalization of the service cost component requirements. The Company will 

adopt this update as of January 1, 2018, and does not believe that this update will have a significant impact on its consolidated financial 

statements. 

 

 

─ 
Note 3 

Acquisitions and Divestments 
 

Divestment of the high-voltage cable system business 

In March 2017, the Company divested its high-voltage cable system business (the Cables business) and recorded a net gain of $334 million 

(including transaction costs) in “Other income (expense), net” and tax expense of $28 million in “Provision for taxes”, relating to this divestment.  

 

The Company has retained certain obligations of the Cables business and thus the Company remains directly or indirectly liable for these 

liabilities which existed at the date of the divestment. Subsequent to the divestment, the Company recorded a loss of $94 million for changes in 

the amounts recorded for these obligations. In addition, the Company has provided certain performance guarantees to third parties which 

guarantee the performance of the buyer under existing contracts with customers as well as for certain capital expenditures of the divested 

business. 

 

There were no significant gains or losses recognized relating to divestments in the three months ended March 31, 2016. 

 

ABB to acquire B&R 

On April 4, 2017, ABB announced that it had reached an agreement to acquire Bernecker + Rainer Industrie-Elektronik GmbH (B&R). B&R is a 

worldwide provider of product- and software-based, open-architecture solutions for machine and factory automation. ABB expects to complete 

the acquisition of B&R in the middle of 2017, following the receipt of customary regulatory approvals.   
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─ 

Note 4 

Cash and equivalents, marketable securities and short-term investments  
 

Cash and equivalents, marketable securities and short-term investments consisted of the following: 

  

   March 31, 2017 

        Marketable 

    Gross Gross   securities 

    unrealized unrealized  Cash and and short-term 

 ($ in millions) Cost basis gains losses Fair value equivalents investments 

 Cash 1,668   1,668 1,668 – 

 Time deposits 3,968   3,968 3,894 74 

 Other short-term investments 275   275 – 275 

 Debt securities available-for-sale:       

  U.S. government obligations 123 1 (2) 122 – 122 

  Other government obligations 2 – – 2 – 2 

  Corporate 202 2 (1) 203 – 203 

 Equity securities available-for-sale 538 10 – 548 – 548 

 Total 6,776 13 (3) 6,786 5,562 1,224 

 

 

   December 31, 2016 

        Marketable 

    Gross Gross    securities 

    unrealized unrealized  Cash and and short-term 

 ($ in millions) Cost basis gains losses Fair value equivalents investments 

 Cash 1,704   1,704 1,704 – 

 Time deposits 2,764   2,764 1,940 824 

 Other short-term investments 271   271 – 271 

 Debt securities available-for-sale:       

  U.S. government obligations 221 1 (2) 220 – 220 

  Other government obligations 2 – – 2 – 2 

  Corporate 95 1 (1) 95 – 95 

 Equity securities available-for-sale 530 11 – 541 – 541 

 Total 5,587 13 (3) 5,597 3,644 1,953 

 
 

Included in Other short-term investments at March 31, 2017, and December 31, 2016, are receivables of $272 million and $268 million, respectively, 

representing reverse repurchase agreements. These collateralized lendings, made to a financial institution, have maturity dates of less than one 

year. 

 

 

─ 

Note 5 

Derivative financial instruments 
 

The Company is exposed to certain currency, commodity, interest rate and equity risks arising from its global operating, financing and investing 

activities. The Company uses derivative instruments to reduce and manage the economic impact of these exposures. 

 

Currency risk  

Due to the global nature of the Company’s operations, many of its subsidiaries are exposed to currency risk in their operating activities from 

entering into transactions in currencies other than their functional currency. To manage such currency risks, the Company’s policies require the 

subsidiaries to hedge their foreign currency exposures from binding sales and purchase contracts denominated in foreign currencies. For 

forecasted foreign currency denominated sales of standard products and the related foreign currency denominated purchases, the Company’s 

policy is to hedge up to a maximum of 100 percent of the forecasted foreign currency denominated exposures, depending on the length of the 

forecasted exposures. Forecasted exposures greater than 12 months are not hedged. Forward foreign exchange contracts are the main 

instrument used to protect the Company against the volatility of future cash flows (caused by changes in exchange rates) of contracted and 

forecasted sales and purchases denominated in foreign currencies. In addition, within its treasury operations, the Company primarily uses 

foreign exchange swaps and forward foreign exchange contracts to manage the currency and timing mismatches arising in its liquidity 

management activities. 

 

Commodity risk 

Various commodity products are used in the Company’s manufacturing activities. Consequently it is exposed to volatility in future cash flows 

arising from changes in commodity prices. To manage the price risk of commodities, the Company’s policies require that the subsidiaries hedge 

the commodity price risk exposures from binding contracts, as well as at least 50 percent (up to a maximum of 100 percent) of the forecasted 
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The fair values of derivatives included in the Consolidated Balance Sheets were as follows: 

  

  March 31, 2017 

  Derivative assets  Derivative liabilities 

  Current in Non-current in  Current in Non-current in 

  “Other current “Other non-current  “Other current “Other non-current 

 ($ in millions) assets” assets”  liabilities” liabilities” 

 Derivatives designated as hedging instruments:      

 Foreign exchange contracts 3 –  8 2 

 Commodity contracts 2 –  – – 

 Interest rate contracts 2 62  – – 

 Cash-settled call options 14 13  – – 

 Total 21 75  8 2 

       

 Derivatives not designated as hedging instruments:      

 Foreign exchange contracts 126 23  192 47 

 Commodity contracts 37 1  3 – 

 Cross-currency interest rate swaps – –  – 3 

 Cash-settled call options – 1  – – 

 Embedded foreign exchange derivatives 40 19  38 14 

 Total 203 44  233 64 

 Total fair value 224 119  241 66 

 

 

  December 31, 2016 

  Derivative assets  Derivative liabilities 

  Current in Non-current in  Current in Non-current in 

  “Other current “Other non-current  “Other current “Other non-current 

 ($ in millions) assets” assets”  liabilities” liabilities” 

 Derivatives designated as hedging instruments:      

 Foreign exchange contracts 5 –  6 5 

 Commodity contracts 2 –  – – 

 Interest rate contracts 2 62  – – 

 Cash-settled call options 13 9  – – 

 Total 22 71  6 5 

       

 Derivatives not designated as hedging instruments:      

 Foreign exchange contracts 169 29  257 77 

 Commodity contracts 29 2  6 1 

 Cross-currency interest rate swaps – 2  – – 

 Cash-settled call options – 1  – – 

 Embedded foreign exchange derivatives 58 21  35 18 

 Total 256 55  298 96 

 Total fair value 278 126  304 101 

 

 

Close-out netting agreements provide for the termination, valuation and net settlement of some or all outstanding transactions between two 

counterparties on the occurrence of one or more pre-defined trigger events. 

 

Although the Company is party to close-out netting agreements with most derivative counterparties, the fair values in the tables above and in 

the Consolidated Balance Sheets at March 31, 2017, and December 31, 2016, have been presented on a gross basis. 

 

The Company’s netting agreements and other similar arrangements allow net settlements under certain conditions. At March 31, 2017, and 

December 31, 2016, information related to these offsetting arrangements was as follows: 

  

 ($ in millions) March 31, 2017 

  Gross amount Derivative liabilities Cash Non-cash  

 Type of agreement or of recognized eligible for set-off collateral collateral Net asset 

 similar arrangement assets in case of default received received exposure 

 Derivatives 284 (141) – – 143 

 Reverse repurchase agreements 272 – – (272) – 

 Total 556 (141) – (272) 143 
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 ($ in millions) March 31, 2017 

  Gross amount Derivative liabilities Cash Non-cash  

 Type of agreement or   of recognized eligible for set-off collateral collateral Net liability 

 similar arrangement liabilities in case of default pledged pledged exposure 

 Derivatives 255 (141) – – 114 

 Total 255 (141) – – 114 

 

 ($ in millions) December 31, 2016 

  Gross amount Derivative liabilities Cash Non-cash  

 Type of agreement or   of recognized eligible for set-off collateral collateral Net asset 

 similar arrangement  assets in case of default received received exposure 

 Derivatives 325 (190) – – 135 

 Reverse repurchase agreements 268 – – (268) – 

 Total 593 (190) – (268) 135 

 

 ($ in millions) December 31, 2016 

  Gross amount Derivative liabilities Cash Non-cash  

 Type of agreement or  of recognized eligible for set-off collateral  collateral Net liability 

 similar arrangement liabilities  in case of default pledged pledged exposure 

 Derivatives 352 (190) – – 162 

 Total 352 (190) – – 162 

 

 

─ 

Note 6 

Fair values 
 

The Company uses fair value measurement principles to record certain financial assets and liabilities on a recurring basis and, when necessary, to 

record certain non-financial assets at fair value on a non-recurring basis, as well as to determine fair value disclosures for certain financial 

instruments carried at amortized cost in the financial statements. Financial assets and liabilities recorded at fair value on a recurring basis 

include foreign currency, commodity and interest rate derivatives, as well as cash-settled call options and available-for-sale securities. 

Non-financial assets recorded at fair value on a non-recurring basis include long-lived assets that are reduced to their estimated fair value due to 

impairments. 

 

Fair value is the price that would be received when selling an asset or paid to transfer a liability in an orderly transaction between market 

participants at the measurement date. In determining fair value, the Company uses various valuation techniques including the market approach 

(using observable market data for identical or similar assets and liabilities), the income approach (discounted cash flow models) and the cost 

approach (using costs a market participant would incur to develop a comparable asset). Inputs used to determine the fair value of assets and 

liabilities are defined by a three-level hierarchy, depending on the reliability of those inputs. The Company has categorized its financial assets 

and liabilities and non-financial assets measured at fair value within this hierarchy based on whether the inputs to the valuation technique are 

observable or unobservable. An observable input is based on market data obtained from independent sources, while an unobservable input 

reflects the Company’s assumptions about market data. 

 

The levels of the fair value hierarchy are as follows: 

Level 1:  Valuation inputs consist of quoted prices in an active market for identical assets or liabilities (observable quoted prices). Assets and 

liabilities valued using Level 1 inputs include certain actively traded debt securities. 

Level 2:  Valuation inputs consist of observable inputs (other than Level 1 inputs) such as actively quoted prices for similar assets, quoted prices 

in inactive markets and inputs other than quoted prices such as interest rate yield curves, credit spreads, or inputs derived from other 

observable data by interpolation, correlation, regression or other means. The adjustments applied to quoted prices or the inputs used in 

valuation models may be both observable and unobservable. In these cases, the fair value measurement is classified as Level 2 unless the 

unobservable portion of the adjustment or the unobservable input to the valuation model is significant, in which case the fair value 

measurement would be classified as Level 3. Assets and liabilities valued or disclosed using Level 2 inputs include investments in certain 

funds, reverse repurchase agreements, certain debt securities that are not actively traded, interest rate swaps, commodity swaps, cash-

settled call options, forward foreign exchange contracts, foreign exchange swaps and forward rate agreements, time deposits, as well 

as financing receivables and debt. 

Level 3:  Valuation inputs are based on the Company’s assumptions of relevant market data (unobservable input).  

 

Whenever quoted prices involve bid-ask spreads, the Company ordinarily determines fair values based on mid-market quotes. However, for the 

purpose of determining the fair value of cash-settled call options serving as hedges of the Company’s management incentive plan, bid prices are 

used. 

 

When determining fair values based on quoted prices in an active market, the Company considers if the level of transaction activity for the 

financial instrument has significantly decreased, or would not be considered orderly. In such cases, the resulting changes in valuation techniques 

would be disclosed. If the market is considered disorderly or if quoted prices are not available, the Company is required to use another valuation 

technique, such as an income approach. 
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Recurring fair value measures 

The fair values of financial assets and liabilities measured at fair value on a recurring basis were as follows: 

  

  March 31, 2017 

 ($ in millions) Level 1 Level 2 Level 3 Total fair value 

 Assets     

 Available-for-sale securities in “Marketable securities and short-term investments”:     

 Equity securities – 548 – 548 

 Debt securities—U.S. government obligations 122 – – 122 

 Debt securities—Other government obligations – 2 – 2 

 Debt securities—Corporate – 203 – 203 

 Derivative assets—current in “Other current assets” – 224 – 224 

 Derivative assets—non-current in “Other non-current assets” – 119 – 119 

 Total 122 1,096 – 1,218 

      

 Liabilities     

 Derivative liabilities—current in “Other current liabilities” – 241 – 241 

 Derivative liabilities—non-current in “Other non-current liabilities” – 66 – 66 

 Total – 307 – 307 

 

 

  December 31, 2016 

 ($ in millions) Level 1 Level 2 Level 3 Total fair value 

 Assets     

 Available-for-sale securities in “Marketable securities and short-term investments”:     

 Equity securities – 541 – 541 

 Debt securities—U.S. government obligations 220 – – 220 

 Debt securities—Other government obligations – 2 – 2 

 Debt securities—Corporate – 95 – 95 

 Derivative assets—current in “Other current assets” – 278 – 278 

 Derivative assets—non-current in “Other non-current assets” – 126 – 126 

 Total 220 1,042 – 1,262 

      

 Liabilities     

 Derivative liabilities—current in “Other current liabilities” – 304 – 304 

 Derivative liabilities—non-current in “Other non-current liabilities” – 101 – 101 

 Total – 405 – 405 

 

The Company uses the following methods and assumptions in estimating fair values of financial assets and liabilities measured at fair value on a 

recurring basis: 

 

 Available-for-sale securities in “Marketable securities and short-term investments”: If quoted market prices in active markets for 

identical assets are available, these are considered Level 1 inputs; however, when markets are not active, these inputs are considered 

Level 2. If such quoted market prices are not available, fair value is determined using market prices for similar assets or p resent value 

techniques, applying an appropriate risk-free interest rate adjusted for nonperformance risk. The inputs used in present value 

techniques are observable and fall into the Level 2 category. 

 

 Derivatives: The fair values of derivative instruments are determined using quoted prices of identical instruments from an active 

market, if available (Level 1). If quoted prices are not available, price quotes for similar instruments, appropriately adjus ted, or present 

value techniques, based on available market data, or option pricing models are used. Cash-settled call options hedging the Company’s 

WAR liability are valued based on bid prices of the equivalent listed warrant. The fair values obtained using price quotes fo r similar 

instruments or valuation techniques represent a Level 2 input unless significant unobservable inputs are used. 

 

Non-recurring fair value measures  

There were no significant non-recurring fair value measurements during the three months ended March 31, 2017 and 2016. 
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Disclosure about financial instruments carried on a cost basis 

The fair values of financial instruments carried on a cost basis were as follows: 

  

  March 31, 2017 

 ($ in millions) Carrying value  Level 1 Level 2 Level 3 Total fair value 

 Assets       

 Cash and equivalents (excluding available-for-sale securities       

 with original maturities up to 3 months):       

 Cash 1,668  1,668 – – 1,668 

 Time deposits 3,894  – 3,894 – 3,894 

 Marketable securities and short-term investments       

 (excluding available-for-sale securities):       

 Time deposits 74  – 74 – 74 

 Receivables under reverse repurchase agreements 272  – 272 – 272 

 Other short-term investments 3  3 – – 3 

 Other non-current assets:       

 Loans granted 31  – 32 – 32 

 Restricted cash deposits 43  43 – – 43 

        
 Liabilities       

 Short-term debt and current maturities of long-term debt       

 (excluding capital lease obligations) 1,025  884 141 – 1,025 

 Long-term debt (excluding capital lease obligations) 5,764  5,251 756 – 6,007 

 

 

  December 31, 2016 

 ($ in millions) Carrying value  Level 1 Level 2 Level 3 Total fair value 

 Assets       

 Cash and equivalents (excluding available-for-sale securities       

 with original maturities up to 3 months):       

 Cash 1,704  1,704 – – 1,704 

 Time deposits 1,940  – 1,940 – 1,940 

 Marketable securities and short-term investments       

 (excluding available-for-sale securities):       

 Time deposits 824  – 824 – 824 

 Receivables under reverse repurchase agreements 268  – 268 – 268 

 Other short-term investments 3  3 – – 3 

 Other non-current assets:       

 Loans granted 30  – 31 – 31 

 Restricted cash deposits 59  59 – – 59 

        

 Liabilities       

 Short-term debt and current maturities of long-term debt       

 (excluding capital lease obligations) 980  856 124 – 980 

 Long-term debt (excluding capital lease obligations) 5,709  5,208 784 – 5,992 

 

The Company uses the following methods and assumptions in estimating fair values of financial instruments carried on a cost basis: 

 

 Cash and equivalents (excluding available-for-sale securities with original maturities up to 3 months), and Marketable securities and 

short-term investments (excluding available-for-sale securities): The carrying amounts approximate the fair values as the items are 

short-term in nature. 

 Other non-current assets: Includes (i) loans granted whose fair values are based on the carrying amount adjusted using a present 

value technique to reflect a premium or discount based on current market interest rates (Level 2 inputs) , and (ii) restricted cash whose 

fair values approximate the carrying amounts (Level 1 inputs). 

 Short-term debt and current maturities of long-term debt (excluding capital lease obligations): Short-term debt includes commercial 

paper, bank borrowings and overdrafts. The carrying amounts of short-term debt and current maturities of long-term debt, excluding 

capital lease obligations, approximate their fair values. 

 Long-term debt (excluding capital lease obligations): Fair values of bonds are determined using quoted market prices (Level 1 inputs), 

if available. For bonds without available quoted market prices and other long-term debt, the fair values are determined using a 

discounted cash flow methodology based upon borrowing rates of similar debt instruments and reflecting appropriate adjustment s 

for non-performance risk (Level 2 inputs). 
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Liabilities associated with the White Collar Productivity program are primarily included in “Other provisions”. The following table shows the activity from 

the beginning of the program to March 31, 2017, by expense type. 

  

  Employee Contract settlement,   

 ($ in millions) severance costs loss order and other costs Total 

 Expenses  364 5 369 

 Cash payments  (34) (1) (35) 

 Liability at December 31, 2015 330 4 334 

 Expenses  232 3 235 

 Cash payments  (106) (3) (109) 

 Change in estimates  (102) (1) (103) 

 Exchange rate differences  (23) – (23) 

 Liability at December 31, 2016 331 3 334 

 Expenses  9 – 9 

 Cash payments  (35) (2) (37) 

 Change in estimates  (31) – (31) 

 Exchange rate differences  6 1 7 

 Liability at March 31, 2017 280 2 282 

 

The change in estimates during 2016 of $103 million is due to significantly higher than expected rates of attrition and internal re-deployment and 

a lower than expected severance cost per employee for the employee groups affected by the first phase of restructuring initiated in 2015. During 

the three months ended March 31, 2016, the change in estimate related to restructurings initiated in 2015 was not significant. 

 

The change in estimate during the three months ended March 31, 2017, is due to higher than expected rates of attrition and internal re-

deployment and a lower than expected severance cost per employee. The decrease in the liability was recorded in income from operations, 

primarily as reductions in Cost of sales of $17 million and in Selling, general and administrative expenses of $10 million for the three months 

ended March 31, 2017. 

 

 

─ 
Note 13 

Operating segment data 
 

The Chief Operating Decision Maker (CODM) is the Chief Executive Officer. The CODM allocates resources to and assesses the pe rformance of 

each operating segment using the information outlined below. The Company’s operating segments consist of Electrification Products, Robotics 

and Motion, Industrial Automation and Power Grids. The remaining operations of the Company are included in Corporate and Other. 

 

Effective January 1, 2017, the Company re-allocated the management responsibilities for certain businesses among the four reported operating 

segments. The primary change was the transfer to the Electrification Products segment of the electric vehicle charging, solar, and power quality 

businesses from the Discrete Automation and Motion segment. In addition, the Discrete Automation and Motion segment was renamed the 

Robotics and Motion segment while the Process Automation segment was renamed the Industrial Automation segment . 

 

The segment information for the three months ended March 31, 2016 and at December 31, 2016, has been recast to reflect these organizational 

changes. In addition, total assets at December 31, 2016, has been adjusted to reflect the additional netting of deferred tax assets and liabilities 

which resulted from the adoption of an accounting standard update on the classification of deferred taxes. 

 

Furthermore, the results for the Company’s high-voltage cable system business which, prior to its divestment in March, were included with the 

Power Grids operating segment, have been reclassified within Corporate and Other for all periods presented. 

 

A description of the types of products and services provided by each reportable segment is as follows: 

 

 Electrification Products: manufactures and sells products and services including electric vehicle charging, solar inverters, modular 

substation packages, switchgear, UPS solutions, circuit breakers, control products, wiring accessories, enclosures and cablin g 

systems, and intelligent home and building solutions designed to integrate and automate the lighting, heating and ventilation, and 

security and data communication networks. 

 

 Robotics and Motion: manufactures and sells robotics, motors, generators, drives, wind converters, components and systems for 

railways and related services and digital solutions for a wide range of applications in industry, transportation and infrastructure, 

and utilities. 

 

 Industrial Automation: develops and sells integrated automation and electrification systems and solutions, a comprehensive range 

of services ranging from repair to advanced services such as remote monitoring and preventive maintenance and cybersecurity 

services, process and discrete control solutions, advanced process control software and manufacturing execution systems, sens ing, 

measurement and analytics, electric ship propulsion systems and large turbochargers. 
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Supplemental Reconciliations and Definitions 
 

 

 

 

The following reconciliations and definitions include measures which ABB uses to supplement its Interim Consolidated Financial Information 

(unaudited) which is prepared in accordance with United States generally accepted accounting principles (U.S. GAAP). Certain of these financial 

measures are, or may be, considered non-GAAP financial measures as defined in the rules of the U.S. Securities and Exchange Commission (SEC). 

 

While ABB’s management believes that the non-GAAP financial measures herein are useful in evaluating ABB’s operating results, this information 

should be considered as supplemental in nature and not as a substitute for the related financial information prepared in accordance with U.S. 

GAAP. Therefore these measures should not be viewed in isolation but considered together with the Interim Consolidated Financial Information 

(unaudited) prepared in accordance with U.S. GAAP as of and for the three months ended March 31, 2017. 

 

Comparable growth rates  
 

Growth rates for certain key figures may be presented and discussed on a “comparable” basis. The comparable growth rate measures growth on 

a constant currency basis. Since we are a global company, the comparability of our operating results reported in U.S. dollars is affected by 

foreign currency exchange rate fluctuations. We calculate the impacts from foreign currency fluctuations by translating the current-year periods’ 

reported key figures into U.S. dollar amounts using the exchange rates in effect for the comparable periods in the previous year. 

 

Comparable growth rates are also adjusted for changes in our business portfolio. Adjustments to our business portfolio occur due to 

acquisitions, divestments, or by exiting specific business activities or customer markets. The adjustment for portfolio changes is calculated as 

follows: where the results of any business acquired or divested have not been consolidated and reported for the entire duration of both the 

current and comparable periods, the reported key figures of such business are adjusted to exclude the relevant key figures of any corresponding 

quarters which are not comparable when computing the comparable growth rate. Certain portfolio changes which do not qualify as divestments 

under U.S. GAAP have been treated in a similar manner to divestments. Changes in our portfolio where we have exited certain business activities 

or customer markets are adjusted as if the relevant business was divested in the period when the decision to cease business activities was 

taken. We do not adjust for portfolio changes where the relevant business has annualized revenues of less than $50 million. 

 

The following tables provide reconciliations of reported growth rates of certain key figures to their respective comparable growth rate. 

 

Divisional comparable growth rate reconciliation 

  Q1 2017 compared to Q1 2016 

  Order growth rate  Revenue growth rate 

  US$ Foreign    US$ Foreign   

  (as exchange Portfolio   (as exchange Portfolio  

 Division reported) impact changes Comparable  reported) impact changes Comparable 

 Electrification Products 1% 3% 0% 4%  0% 3% 0% 3% 

 Robotics and Motion 4% 3% 0% 7%  3% 2% 0% 5% 

 Industrial Automation -8% 2% 0% -6%  -7% 2% 0% -5% 

 Power Grids -20% 3% 0% -17%  -2% 2% 4% 4% 

 ABB Group -9% 2% 4% -3%  -1% 3% 1% 3% 

 

 

Regional comparable growth rate reconciliation 

  Q1 2017 compared to Q1 2016 

  Order growth rate  Revenue growth rate 

  US$ Foreign    US$ Foreign   

  (as exchange Portfolio   (as exchange Portfolio  

 Region reported) impact changes Comparable  reported) impact changes Comparable 

 Europe -12% 4% 10% 2%  3% 4% 4% 11% 

 The Americas 5% -1% 0% 4%  2% -2% 1% 1% 

 Asia, Middle East and Africa -16% 4% 0% -12%  -5% 2% 0% -3% 

 ABB Group -9% 2% 4% -3%  -1% 3% 1% 3% 
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Reconciliation of Operational EBITA margin by division 

  Three months ended March 31, 2017 

      Corporate and  

      Other and  

  Electrification Robotics Industrial Power Intersegment  

 ($ in millions, unless otherwise indicated) Products and Motion Automation Grids elimination Consolidated 

 Total revenues 2,293 1,926 1,549 2,405 (319) 7,854 

 Foreign exchange/commodity timing       

 differences in total revenues:       

 Unrealized gains and losses       

 on derivatives (23) (17) (18) (47) (22) (127) 

 Realized gains and losses on derivatives       

 where the underlying hedged       

 transaction has not yet been realized – – – (5) 2 (3) 

 Unrealized foreign exchange movements       

 on receivables (and related assets) 12 6 5 27 1 51 

 Operational revenues 2,282 1,915 1,536 2,380 (338) 7,775 

        

 Income (loss) from operations 307 252 206 222 43 1,030 

 Acquisition-related amortization 26 18 2 8 5 59 

 Restructuring and       

 restructuring-related expenses(1) – 10 4 3 31 48 

 Non-operational pension cost – – 1 (1) (7) (7) 

 Changes in retained obligations of       

 divested businesses – – – – 94 94 

 Gains and losses from sale of businesses – – – – (338) (338) 

 Acquisition-related expenses and certain       

 non-operational items 4 – 2 27 75 108 

 Foreign exchange/commodity timing        

 differences in income from operations:       

 Unrealized gains and losses on derivatives       

 (foreign exchange, commodities,        

 embedded derivatives) (16) (9) (16) (35) – (76) 

 Realized gains and losses on derivatives       

 where the underlying hedged       

 transaction has not yet been realized – – – (5) (5) (10) 

 Unrealized foreign exchange movements        

 on receivables/payables       

 (and related assets/liabilities) 1 3 5 26 – 35 

 Operational EBITA 322 274 204 245 (102) 943 

        

 Operational EBITA margin (%) 14.1% 14.3% 13.3% 10.3% n.a. 12.1% 

(1) Amounts also include the incremental implementation costs in relation to the White Collar Productivity program. 
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  Three months ended March 31, 2016 

      Corporate and  

      Other and  

  Electrification Robotics Industrial Power Intersegment  

 ($ in millions, unless otherwise indicated) Products and Motion Automation Grids elimination Consolidated 

 Total revenues 2,289 1,873 1,664 2,453 (376) 7,903 

 Foreign exchange/commodity timing        

 differences in total revenues:       

 Unrealized gains and losses       

 on derivatives (21) (11) (10) (47) (2) (91) 

 Realized gains and losses on derivatives       

 where the underlying hedged       

 transaction has not yet been realized – 1 5 (5) – 1 

 Unrealized foreign exchange movements       

 on receivables (and related assets) 12 7 20 32 – 71 

 Operational revenues 2,280 1,870 1,679 2,433 (378) 7,884 

        

 Income (loss) from operations 262 256 177 173 (84) 784 

 Acquisition-related amortization 31 23 3 9 5 71 

 Restructuring and       

 restructuring-related expenses(1) 5 7 4 18 35 69 

 Non-operational pension cost 1 – – (1) – – 

 Changes in pre-acquisition estimates 8 – – – – 8 

 Acquisition-related expenses and certain       

 non-operational items – – – 2 – 2 

 Foreign exchange/commodity timing        

 differences in income from operations:       

 Unrealized gains and losses on derivatives       

 (foreign exchange, commodities,        

 embedded derivatives) (1) (4) 1 (41) 18 (27) 

 Realized gains and losses on derivatives       

 where the underlying hedged       

 transaction has not yet been realized – – – (4) – (4) 

 Unrealized foreign exchange movements        

 on receivables/payables       

 (and related assets/liabilities) 1 4 17 27 (1) 48 

 Operational EBITA 307 286 202 183 (27) 951 

        

 Operational EBITA margin (%) 13.5% 15.3% 12.0% 7.5% n.a. 12.1% 

(1) Amounts also include the incremental implementation costs in relation to the White Collar Productivity program. 
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  Three months ended March 31, 2015 

      Corporate and   

      Other and   

  Electrification Robotics Industrial Power  Intersegment   

 ($ in millions, unless otherwise indicated) Products and Motion  Automation  Grids  elimination  Consolidated  

 Total revenues 2,406 2,040 1,816 2,701 (408) 8,555 

 Foreign exchange/commodity timing        

 differences in total revenues:       

 Unrealized gains and losses       

 on derivatives 9 (13) (9) (12) 7 (18) 

 Realized gains and losses on derivatives       

 where the underlying hedged       

 transaction has not yet been realized 1 (29) 20 23 – 15 

 Unrealized foreign exchange movements       

 on receivables (and related assets) (3) 7 (18) (20) – (34) 

 Operational revenues 2,413 2,005 1,809 2,692 (401) 8,518 

        

 Income (loss) from operations 289 308 218 109 (65) 859 

 Acquisition-related amortization 34 24 3 17 5 83 

 Restructuring and       

 restructuring-related expenses(1) 7 3 1 15 – 26 

 Non-operational pension cost (1) 1 1 1 (3) (1) 

 Gains and losses from sale of businesses,        

 acquisition-related expenses and certain       

 non-operational items 1 – 3 2 5 11 

 Foreign exchange/commodity timing        

 differences in income from operations:       

 Unrealized gains and losses on derivatives       

 (foreign exchange, commodities,        

 embedded derivatives) 14 6 5 10 (19) 16 

 Realized gains and losses on derivatives       

 where the underlying hedged       

 transaction has not yet been realized 1 (29) 15 22 (1) 8 

 Unrealized foreign exchange movements        

 on receivables/payables       

 (and related assets/liabilities) (15) 1 (16) (26) 2 (54) 

 Operational EBITA 330 314 230 150 (76) 948 

        

 Operational EBITA margin (%) 13.7% 15.7% 12.7% 5.6% n.a. 11.1% 

(1) Amounts also include the incremental implementation costs in relation to the White Collar Productivity program. 
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