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e
About ABB

ABB is a technology leader in electrification and automation, enabling a more sustainable and resource -
rr—t—*et¢ "ECE " T—" 'er7Ze@§ | j*SEC—e0e| ‘ece-tolVand softwarett optintze ™ oe ¢ ¥
how things are manufactured, moved, powered and operated. Building on more than 130 years of
“1'“§8“ce'" uapproximately 105,000 employees are committed to driving innovations that

accelerate industrial transformation.

e
Organizational structure

We operate in over 100 countries across three regions: Europe, the Americas, and Asia, Middle East and
Africa, and generate revenues in numerous currencies . We are headquartered in Zurich, Switzerland and
we govern our company through our four B usiness Areas: Electrification, Motion, Process Automatio n,
and Robotics & Discrete Automation. For a breakdown of our consolidated revenues (i) by Business

Area, (ii) by geographic region ,and f———g <8 2 «'£'¢C ¢82" j'réstitsaefs §eratigns "e
ta“cc£"j# «ce’ ", «Oberating segment and geographic '« ¢ « #0 our Consolidated Financial
Statements . Until June 30, 2020, we also operated the Power Grids business, which is reported as

— ‘e C—eLE" e7" oC—eej —0e ¢C—" WeejeS—"eC¢" z—0ee'—*S FCeC“ > ¢ fj
section below). On July 1, 2020, we completed the divestment of 80.1  percent of the Power Grids

business to Hitachi Ltd (Hitachi) . We retain ed a 19.9 percent ownership interest through our

investment in Hitachi Energy Ltd, (Hitachi Energy) which beneficially owns or controls all the

subsidiaries of the Power Grids business until December 2022, when we sold the remaining investment

in Hitachi Energy to Hitachi .

“ ’ wu o ‘

X—ij‘eet—ce

Our principal corporate offices are located at Affolternstrasse 44, CH 8050 Zurich, Switzerland,
telephone number +41 43 317 7111. Our agent for U.S. federal securities law purposes is ABB Holdings

Inc., located at 305 Gregson Drive, Cary, North Carolina 27511. Our internet address is www.abb.com or
global.abb . The information con tained on or accessible from our Web site is not incorporated into this
annual report, and you should not consider it to be a part of this annual report. The United States
Securities and Exchange Commission (SEC) maintains a website at www.sec.gov which co ntains in
electronic form each of the reports and other information that we have filed electronically with the SEC.

e
Employees

A breakdown of our employees by geographic region is as follows:

December 31, 2022 2021 2020
Europe 49,700 50,000 49,200
The Americas 26,400 25,600 27,600
Asia, Middle East and Africa 29,000 28,800 28,800
Total 105,100 104,400 105,600
The proportion of our employees that are represented by labor unions or are subject to collective

bargaining agreements varies based on the labor practices of each country in which we operate.
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e
History of the ABB Group

The ABB Group was formed in 1988 through a merger between Asea AB and BBC Brown Boveri  AG.

Initially founded in 1883, Asea AB was a major participant in the introduction of electricity into Swedish

—e>"j e’ sEj—0“jj"j *®@ — ¢-" ""o“SeZ>"0eC " F¥“'"0e | e—S¥e8§ @BOL¥e ™ }oe
Asea AB expanded into the power, mining and steel industries. Brown Boveri and Cie. (later renamed

BBC Brown Boveri AG) was formed in Switzerland in 1891 and initially specialized in power generation

and turbines. In the early to mid  &900s, it expand ed its operations throughout Europe and broadened

its business operations to include a wide range of electrical engineering activities.

In January 1988, Asea AB and BBC Brown Boveri AG each contributed almost all of their businesses to

the newly formed ABB Asea Brown Boveri Ltd, of which they each owned 50 percent. In 1996, Asea AB
was renamed ABB AB and BBC Brown Boveri AG was renamed ABB AG. In February 1999, the ABB Group
announced a group reconfiguration designed to establish a single parent holding com pany and a single
class of shares. ABB Ltd was incorporated on March 5, 1999, under the laws of Switzerland. In June

1999, ABBLtd became the holding company for the entire ABB Group. This was accomplished by having
ABB Ltd issue shares to the shareholders of ABB AG and ABB AB, the two companies that formerly

owned the ABB Group. The ABB Ltd shares were exchanged for the shares of those two companies,

which, as a result of the share exchange and certain related transactions, became wholly avned
subsidiaries of ABB Ltd.

As described above, on July 1,2020, we divested 80.1 percent of our ownership in the Power Grids
business to Hitachi , and in December 2022, Hitachi purchased the remaining 19.9  percent of Hitachi
Energy.

ABB Ltd shares are currently listed on  the SIX Swiss Exchange, the NASDAQ OMX Stockholm Exchange
and the New York Stock Exchange (in the form of American Depositary Shares).

e
ABB today

As a global technology leader in electrification and automation  enabling sustainability and  resource
efficiency, our offering is relevant for the global transition towards low -carbon energy , increased
energy efficiency, and the transition to more adaptive manufacturing and automation, putting us right

in the center of long -term secular trends.

The ABB Purpose

ABB's purpose is to enable a more sustainable and resource  -efficient future with our technology
leadership in electrification and automation.

Our core competencies

Our leadership in resource efficiency is  based on our core competencies, each of which constitutes a
barrier to entry: decades -long domain expertise, cutting -edge technology and innovation as well as the
ability to scale operations and distribution.

With its long history, ABB not only invented or  pioneered many power and automation technologies but

has retained technology and market leadership in many of these areas. Being present in various vertical

markets for decades with close long -term relationships with customers and channel partners has

res£3¢" —oe £ E@—YE" "“"Z7 'ese—0e “1Z2" ¢— (" “0@eeZ—0ee o G- ofe— £@’" jCece
and operations.

We continuously evolve our offering to remain a relevant and trusted partner to our customers. Our

annual non -order related research and develo pment spending in 2022 amounted to approximately

4 percent of revenues. We focus our research and development expenditures on key areas of innovation

and have spent approximately $ 7.8 billion since the beginning of 2016, focusing on developing best -in-
class products and services in the fields of electrification and automation with the goal of helping our
customers to create resource -efficient value.



8 FINANCIAL REPORT 2022

All our four Business Areas are mark et leaders in their respective areas being in either the number 1 or2
position. Our global reach along with our extensive local presence assist s us in scaling innovations to
achieve stronger returns, which supports higher absolute investments for future g rowth. Active

globally, our revenues are well -balanced across regions with customers served directly and through a

strong channel partner network.

The ABB Way

The ABB Way is the glue that unites our Group and comprises a select number of common processes
covering our business model, our people and culture, the ABB brand and our governance framework. It
facilitates accountability, transparency and speed in ABB.

In our operating model, the Divisions represent the highest level of operating decisions. They are

closest to their respective markets and customer needs. Each Division progresses through the

strategic mandates and priorities of stability and profitability before growth. In order to deploy full

focus on organic and acquired growth to C—" “1¢ ¢ " ‘eejeS—"eC—0e C—" > ™MUC C¢-" ofj—0"jj
structure should be robust and profitability should be at least in line with industry peers.

Each Division has full accountability for its results and carries the responsibility for business

developmen t, and research and development for leading technology to secure a number 1 or 2 market
position . During 2022, we complete d the implementation of the  decentralized way of working at ABB
within all our Divisions. Our focus area in 202 3 will be to increasingly shift our focus to profitable

growth, and further increase the number of our Divisions with this mandate . Strong performance
management is key in a decentralized business model. We apply a monthly scorecard system for the
Divisions and Business Areas, based on a standardized set of Key Performance Indicators, to support

full transparency of operational performance. It is accompanied by a mandatory target to make annual
productivity improvements of at least 3 percent each year.

The corporate functions focus on necessary strategic, financial and governance activities, with a lea n
headcount of approximately 900  employees.

Enhanced growth profile

Over the past several years, we have taken significant organic and inorganic actions to alig n our
business portfolio to more attractive growth markets, increasing our focus on discrete industries, as

well as transport and infrastructure, that offer better growth opportunities. Additionally, we have

increased the proportion of sales stemming from short -cycle businesses, meaning a reduced
proportion from  project -related activities , which we believe should reduce the risk and volatility in our
earnings. This ongoing shift towards better quality of revenues is now an integral part of governance

and bu siness execution.

The responsibility for growth has been fully transferred to the Divisions , as they are closest to
customers. This includes both organic and acquired growth. The Divisions have the best insights into
current and future customer needs and are accountable for building their respective business
accordingly. With more Divisions transitioning over time from stability and profitability to growth, we
expect to see a gradu al strengthening of our growth profile.

Finally, environmental, social and governance ( ESQ) drive rs are accelerating and translating into

increased demand for our electrification and automation offering. The demand for e lectricity is
growing twice as fast as other energy sources, resulting in  approximately 50 percent higher average
annual investment s into distribution networks over  the next 10 years (source: IEA World Energy Outlook
2021, Announced Pledges Scenario ). The share of low -carbon sources in the global energy mix is
expected to increase to 50 percent by 2050 from only 20 percent today (source: IEA World Energy
Outlook 2021, Announced Pledges Scenario ). The need to improve energy efficiency has never been

more relevant, from both the perspective of  sustainable operations and reducing operating costs in a

high energy cost environment. Today approximately 45 percent oftheworld | “$“‘¢ —'—¢§ —j ‘ecen” ¢*’
into motion by electric motors yet only ~ approximately 20 percent «” ¢ —" ¥e¢ §' j “S“‘'¢C —" >e¢e j o *
optimized through the control of drives . Lastly, the g lobal number of working age people (25 to

64 years) per retiree (65 years or over) is expected to fall by about 20 percent over the next 10 years
(source: United Nations World Population Prospects 2019 ), supporting demand for robotics and
automation solutions. We believe uvyv j ""“ —elb pesitioned to address these trends.
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e
Businesses

Our markets

ABB is a technology leader in electrification and automation with a comprehensive and increasingly
digitalized offering of electrification, motion and automation solutions. Our exposure to customers is
geographically balanced while catering to multiple end -markets and segments. We believe our
customer offering is w ell positioned to benefit from secular growth drivers, including urbanization,
labor shortage, shift to electrification, automation and robotization, as well as other data and
digitalization trends.

We are focused on creating superior customer value throug  h our comprehensive, modular offering,
combining traditional products and services with software -enabled products and systems as well as
digital services and software that we sell  both separately and combined as scalable solutions. Our
advanced software is a key differentiation of our digital offering and about 60 percent of our
approximately 7, 500 employees in research and development are active in software development.

The majority of our businesses are market leaders within their respective segments. We believe market
leadership is critical, as it provides the opportunity for price leadership, which in turn supports
profitability , enabling us to invest further in research and development to sustain our technological

leadership. For a discussion of the geographic distribution  ¢” ¢£ ¢e¢e3S “o“@£"|
results of operations e t“o“c£"| #

uceeS8i—j °

Industry market

Approximately half of our revenues are derived from customers within the industrial segment where we
serve production facilities and factories all around the world, from process industries such as oil and

gas, pulp and paper as well as mining, to discrete industries including automotive, food and beverage
and consumer electronics. Demand for our electrification and automation offerings with embedded

digital solutions increased as the energy crisis and tight labor markets serve d as a prominent reminder
to companies of the importance of energy ef ficiency and flexibility in automated production . This has
accelerated customer demand for the digital services and solutions we offer

In discrete industries, demand from end-markets such as food and beverage, machine builders and
general industry grew st rongly in 2022 as did the automotive segment due to broadly accelerating
investments in the EV segment. As supply chain constraints eased in the latter part of 2022, we saw a
e >e8—"eC—ee " ‘£jCer" j o' ZeCC¢" 02 "33 Huyiog due 26 extended délivery
lead times .

Later -cycle process industries improved across nearly all customer segments . We saw an increase in
gas-related demand during the second half of the year . Early signs of headwind were noted in  energy
intensive industries such as metals as a result of higher energy prices.

Transport & infrastructure market

Approximately one -third of our customers operate in the transport & infrastructure market. Our
experti se provides efficient, reliable and sustainable solutions for these customers, with a focus on
energy efficiency and reduced operating costs.

In transport & infrastructure, there was a very strong order development across data centers and the
e-mobility business. The buildings segment improved in both the residential and non -residential
segments , although softness in residential building in China  was noted, as well as general weakness in
residential -related demand towards the second half of the year . In the marine segment there were
positive development s for the cruise ship sector a s well as general marine and port s demand.

Utilities market
We deliver solutions mainly for distribution utilities and renewables customers, while continuing to
service conventional power generation customers with our control and automation solutions.

During 202 2, the renewables markets continued to see strong growth. B usiness levels in the
conventional power generation market remained stable. Demand from electrical distribution utilities
remained strong, with ongoing investments to increase grid reliability and resilience due to increased
integration of renewables.
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We serve industry, transport & infrastructure and utilities through our operating Divisions which are
included in our Business Areas. Developments in these Business Areas are discussed in more detail
below. Revenue figures presented in this Businesses section  are before intersegment eliminations.

e
Electrification Business Area

Overview

Electrification provides leading electrical distribution and management technologies, solutions and

services to electrify the world in a safe, smart and sustainable way. The portfolio includes medium - and
low -voltage electrical components, switchgear, digital devices, enclosures, breakers, power conversion
products and charging solutions for electric vehicles, among others. With our products, solutions and
services, we col laborate with customers to improve power delivery and security, enhance energy
management, efficiency and operational reliability, as we seek to achieve a low carbon society.

The Electrification Business Area delivers products through a global network of ¢ hannel partners and

end customers. Approximately half «” ¢—-" vEj—oe“jj u “¢ | “@“RE" —j " —ag" " e "— it —e£Ce | e
approximately a quarter is derived from direct sales to end -users. The remaining revenue s are

generated from original equipment manufactur  ers (OEMS), engineering, procurement, construction

(EPC) contracting companies, system integrators, utilities and panel builders. The proportion of direct

compared to channel partner sales varies by segment, product technology and geographic markets.

The Electrification Business Area had approximately 52,300 employees as of December 31, 2022, and
generated $14.1billion of revenues in 2022.

Customers

The Electrification Business Area serves a wide range of customer segments, including residential,
commercia | and industrial buildings, utilities, oil and gas, chemicals, data centers, e -mobility,

renewables, food and beverage, transport and infrastructure, among others LZ > jext e C—" ¥e §'
tallest buildings to the busiest airports, th* vEj—ce“jj yprdaugts and solutions cover a wide range

of applications and business segments
Products and Services

The y§“'¢ —"—'e¢—e0e VEj—@"“jj U “c j 2 «'£'Cj e’ |“ o—séveropeidtirig-a“ “’ ¢— e£e—
Divisions.

The Distribution Solutions Division  helps utility, industry and transport & infrastructure customers
improve power quality and control, reduce outage tim e and enhance operational reliability and
efficiency. The Division offers products, solutions and services that largely serve the power distribution
sector, often providing the requisite medium -voltage link between high -voltage transmission systems
and low -voltage users. With ABB Ability ™ enabled digital solutions at its core, the offering includes

low -voltage switchgear (up to 1 kilovolt) and medium  -voltage equipment (1 to 66 kilovolts), indoor and
outdoor circuit breakers, reclosers, fuses, contactors, r elays, instrument transformers, sensors, motor
control centers, as well as a wide range of air - and gas -insulated switchgear. The Division also produces
indoor and outdoor modular systems and other segment -specific solutions to facilitate  efficient and
reliable distribution, protection and control of power, adding value through design, engineering and
project management.

The Smart Power Division helps protect, control, and connect people, plants, and systems with a

portfolio of low -voltage products and systems. The product offering includes, molded -case and air -
circuit breakers, safety products including sensors, switches, contactors, relays, and power protection
solutions such as uninterruptible power supply (UPS) solutions, status transfer switches and power
distribution units.
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The Smart Buildings Division enables optimization of energy efficiency, safety, security and comfort for
any building type, through new installations or retrofit solutions. The Division offers integrated digital
technologies for HVAC, lighting, shutters, and security, in addition to e nergy distribution solutions
including DIN rail products, enclosures and emergency lighting through to industrial plugs and sockets
and conventional wiring accessories, accommodating for single family homes, multiple dwellings,

commercial buildings, infras ¢ £¢C£ “ e’ —@'£j¢ —eS ¢7728§—"'e¢—em@j - X—O—j—e j
technologies and digital solutions serve rising global demand among real estate developers, owners,
and investors for smart building technologies that optimize energy distribution and b uilding

automation. The scalable solutions aim to deliver significant sustainable and financial benefits,
meeting social and environmental demands, whi  le being able to address even the most complex of
CEiCe>" | ‘e eee "EG—e0e O o0 e—"]

The Installatio n Products Division helps manage the connection, protection and distribution of

“8UIE —'e§ Ze¥" T X—o—j—e0e j Z E'Cj e " “Re—0"" T Ce Z em—"" "ei" o7 —(x
demanding and harsh conditions, helping to ensure safety and continuous operation for our customers

and people around the world. The Commercial Essentials product segment includes electrical junction

boxes, commercial fittings, strut and cable tray metal framing systems for commercial and residential

construction. The Premier Industrial product segment includes multiple product lines, such as Ty -Rap®
cable ties, T&B Liquidtight Systems® protection products, PVC coated and nylon conduit systems,

power connection and grounding systems, and cable protection systems of conduits and fittings for
harsh and industrial applications. The Division also manufactures solutions for medium -voltage
applications used in utility and industrial applications under its marquee brands including Elastimold

reclosers and switchgear, capacitor switche s, current limiting fuses, the High Tech Valiant full -range
current limiting fuse for fire mitigation, faulted current indicators and distribution connectors, cable
accessories and apparatus with products for overhead and underground distribution. Manufac turing

includes made -to -stock and custom -made solutions.

The Power Conversion Division designs, develops and manufactures end  -to -end solutions to power and

je oL T §—"" j "o §'e§ e "-" X—Oo—j—e0e j£ZZ Cj ‘EjCe>" | —0& -
industries where power reliability, efficiency, and quality matter most, and customers rely on the

Division to solve their most difficult power challenges. Customers include businesses in telecom/5G,
networking, data centers, and industrial applications suc h as EV charging, robotics, laser, test &

>eif "¢ e’ £E¢C—8—C¢C—"j] "% X—O—j—e0e —j Ze¥" —0ee ¢-" ¢C"“'—0ceSee§ o __
helping to enable industrial advancement with the realization of 5G and to advance data center power

architectures as the cloud becomes more business -critical than ever before.

N¢
I
(/23
w

The E-mobility Division is contributing to a zero -emission mobility future with smatrt, reliable and
emission -free electric vehicle charging solutions including market leading charging hardware, ABB

u » — S —en@Bled digital services and energy and fleet management solutions . ABB E-mobility offers a
leading portfolio of EV charging solutions from smart chargers for the home to high -power chargers
for the highway stations of the future, solutions for the electrification of fleets and opportunity

charging for electric buses and trucks

The Service Division par tners with our customers to address their energy challenges for today and

tomorrow. Ourteamofworld -‘Sejj “cee—“" j ‘e58eee oC" e5eee85§ o' ¢jj UVV j y§“'¢C —"—
to service customers in utilities, transportation, infrastructure and industry , assisting to maintain

uninterrupted power supply , maximizing energy efficiency while lowering cost and carbon emissions

We bring greater reliability, predictability and sustainability to their operations, and through our digital

service portfolio, we dr ive new levels of optimization, responsiveness and connectivity.

Sales and Marketing

Sales and marketing is generally conducted within the Divisions in Electrification. This enables the
Divisions to manage their respective end -to-end activities and create demand across all channels,
products and solutions. They increase focus and speed for our customers to drive faster growth. Where
necessary, the Divisions work together on joint services, such as the management of account s,
channels, and segment -sales, engaging in a range of promotional activities , both internal and external.

Competition

y§“'¢t —"—‘eC—e VEi—@"“jj U “e | Z —0'—Ze8 ‘e>72“C—Ce | ne § 8 Z ¢'£'C o
Eaton, Hubbell, Legrand, LS Electric, Panasonic, Schneider Electric , Siemens and Vertiv .
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Capital Expenditures

Tt y8"'E —"—'eC—ece VEj—0"jj U " | '¢Z—CeS “|Z"'—CE£ | "o tclaled" ¢ §
$385 million in 2022, compared to $345 million in 20 21. Investments in 2022 were higher than in 202 1
driven by capacity expansion for e -mobility products and some investments ~ which were previously
delayed in 2021 and 2020 due to the COVID -19 pandemic. Investments in 202 2 principally related to real
estate investments, capacity expansion, as well as equipment replacement and upgrades

Geographically, in 2022, Europe represented 55 percent of the capital expenditures, followed by the
Americas (33 percent) an d Asia, Middle East and Africa (12 percent).

e
Motion Business Area

Overview

The Motion Business Area provides pioneering technology, products, solutions and related services to
industrial customers to increase energy efficiency, improve safety and reliability, and maintain precise
control over processes. The portfolio includes mot  ors, generators and drives for a wide range of
applications in all industrial sectors.

The Motion Business Area designs, manufactures and sells drives, motors, generators and traction
converters. Building on long -standing experience in electric powertrain s, the Business Area combines
domain expertise and technology to deliver the optimum solution for a wide range of applications for a
comprehensive range of industrial segments. In addition, the Business Area, along with its channel
partners, has an industr y-leading global service presence.

The Motion Business Area had approximately 21,100 employees as of December 31, 2022, and generated
$6.7 billion of revenues in 2022.

Customers

The Motion Business Area serves a wide range of customers in different industr ial segments such as
pulp and paper, oil and gas, metals and mining, food and beverage, HVAC, water and wastewater,
transportation, power generation, marine and offshore.

Products and Services

78e0C e’ “YE—7

At December 31, 2022,the ee¢—e0ce VEj—0“jj U “°o j Z ¢'£'Cj o0’ j“ o —""] » Sele—o" “’ ¢— of£eo—

operating Divisions . The Business Area divested its Mechanical Power Transmission Division on
November 1, 2021, which designed, manufactured and sold various mechanical power transmission
products sold under the Dodge® brand .

The Drive Products Division serves the industries and infrastructure  segments with world -class drives
and programmable lo gic controllers (PLC). With its products, global scale and local presence, the
Division helps customers to improve energy efficiency, productivity and safety.

The System Drives Division supplies high -power, high -performance drives, drive systems and packag es
for industrial process and large infrastructure applications. The Division offers global support to help
customers, partners and equipment manufacturers with asset reliability, performance improvement

and energy efficiency in mission critical applicatio  ns.

The Service Division serves customers worldwide and aims to help customers by maximizing uptime,
extending life cycle and enhancing the performance and energy efficiency of their electrical motion
solutions. The Division is leading the way in digitaliz  ation by securely connecting motors and drives to
help customers prevent expensive downtime while also optimizing operations profitably, safely and
reliably .

The Traction Division is a recognized leader in traction technologies that drive innovation in rail, bus
and other m odes of electric transportation. A comprehensive range of high performance propulsion,
auxiliary and energy storage solutions help improve energy efficiency and contributes to making
transportation more sustainable.

The IEC Low Voltage Motors Division is a global market leader  that provid es a full range of energy
efficient low voltage motors, including ultra  -efficient motors  such as synchronous reluctance motors
(SynRM) to help customers reduce power bills and  cut emission s. Through a global footprint,

application expertise and with rugged designs,t  he Division | Z «’£‘éypport customers with IEC
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low -voltage motor solutions that improv e reliability and productivity in the most demanding
applications .

The Large Motors and Generators Division offers a comprehensive product portfolio of large AC
motors and generators. The D — o — jrebust, feliable and highly efficient offerings power critical
infrastructure and transportation across all major industries and applications  often in remote and
demanding locations

The NEMA Motors Division is a marketer, designer and manufacturer that offers Baldor -Reliance®
industrial electric motors , primarily in North America. The Division f ocuses on quality, rel iability and
efficiency to provide a comprehensive offering of NEMA motors in the market  across most industrial
segments and applications.

Sales and Marketing

Sales are made both through direct sales forces and through channel partners, such as distributors and
wholesalers, as well as installers, OEMs and system integrators. The proportion of direct sales to end

users compared to channel partner sales varies among the different industries, products and

geographic markets.

Competition

The principa | competitors of the Motion Business Area include Schneider, Siemens, Toshiba, WEG
Industries, SEW EURODRIVE and Danfoss.

Capital Expenditures

Capital expenditures in the Motion Business Area for property, plant and equipment totaled

$150 million in 2022, compared to $230 million in 2021, which included the purchase of a formerly leased
property in China . Principal expenditures in 2022 related to  real estate investments , capacity
expansion, equipment replacement and upgrades  across various countries including Finland, the

United States, China and India. Geographically, in 2022, Europe represented 60 percent of the capital
expenditures, followed by the Americas (28 percent) and Asia, Middle East and Africa (12 percent).

e
Process Automation Business Area

Overview

The Process Automation Business Area offers customers in process, hybrid and maritime industries a
broad range of integrated  automation, electrical, motion and digital systems, solutions and related
services that are designed to optimize productivity, energy efficiency, sustainability and safety of
—'EjC —eS Z o't e’ eZ" oC—eej ecj“ e0e ¢-" VEj—o0e“wledge'andq '““Z
expertise of each end market.

“ ’

e>e (@

Tt VvEj—0e"jj u “e j """ —cee ‘epotWoecat€goties , with approximately half of the
offering relat ed to solutions for new and brownfield projects and half relat ed to service, mainly for
installed own pro ducts . In some cases, the Business Area integrates offerings from the Electrification,
Motion and Robotics & Discrete Automation Business Areas into its integrated systems. The Business

u “e j """ —qgeej o “ je8" 72 —>e —85§ ¢— «£e¢— —Chdsmalletshard through pakrere
and distributors.

The Business Area had approximately 20,100 employees as of December 31, 2022, and generated
revenues of $6.0 billion in 2022.

Customers
T, et UECer>eC—ece VEj—@“jj U “o | “c’ ‘£jCe>" igs-acmsSHEOCess, yboe and

maritime industries.  These industries include oil, gas, chemicals and plastics, mining and minerals,
metals, pulp and paper, pharmaceuticals, food and beverage, power generation, marine and ports.
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Products and Services

The offering of the Process Automation Business Area includes an extensive portfolio of products,
solutions, digital applications and services for the control of the simple st to the most complex and
critical of processes and infrastructure. The se systems can link various process and information flows ,
allowing customers to manage and control their entire business process based on real -time
information. "—-“ VEj—oe“jj Uustetj eS§ ZSe¢"e > —e'SE’"| ustrilked Eontog§System
(DCS), System 800xA © which is also an electrical control system, a safety system and a collaboration
enabler with the capacity to improve engineering efficiency, operator performance and asset

utilization. Other control solutions include Symphony ®Plus (designed to address the open automation
platform needs of the Hydropower and Water industry segments ) and our Freelance DCS solution .

Components for basic automation solutions , process controllers, /0 module s, panels, and Human

Machine Interfaces ( HMI), are available through the Compact Product Suite offering. The product

Ze ¢7eS—e —j ‘e578">"0C¢"’ e§ o jE—C" " UVV U*—35—C§ u ocbyABBRarera—C¢eS I n—""j ece’
subscription -based lifecycle management program that provides se  rvices to maintain and continually

.10.(Blu .wl uw_.mbu UVV | ’_‘.|w¢_.é£ﬂ;§i¢“)| .my .zq:_)_"u ££i¢.)u ' é_nu‘§£§u L.i¢i ’\_u

ABB Ability Genix Industrial Analytics and Atrtificial Intelligence Suite unlocks greater value by
contextualizing and int egrating data from IT, engineering, and operations systems to provide deep,
meaningful and actionable insights. The portfolio is complemented by a range of industry -specific
products in each Division.

“ “ “ « oo X

As of December 31, 2022, the Process Automation VE£j—a“jj u “c j Z «'£'Cj 0’ j“ a—""j o §—uov
through four operating Divisions. The Business Area spun off its Turbocharging Division in October

2022, which manufacture d and service d turbochargers for diesel and gas engines  for marine - and land -

based power generation.

The Energy Industries Division enables safe, smart, and sustainable projects and operations for
businesses across the oil and gas, chemicals, life sciences, power generation and water sectors. Itis

committedtodri o—aoee >¢ “ j£jCe—0eeeS" £ " of 78e@“C | “je£ '“j C— ef£e— —eeenet—n" jeSL£(

enable energy efficient and low carbon operations across traditional industries and support the

development of new and renewable energy models. The Division serves the energy market with leading

integrated solutions that automate, digitalize and electrify operations across industries T=% X—o—j—e j
goal is to help customers adapt and succeed in the rapidly changing global energy transition.

Harnessing data, machine learni ng and artificial intelligence (Al), the Division brings over 50 years of

domain expertise delivering solutions  designed to improve energy, process and production efficiency ,

as well as reduce risk, operational cost and capital cost, while minimiz ing waste for all customers , from

project start -up and throughout the entire plant lifecycle.

The Process Industries Division serves the mining, minerals processing, metals, aluminum, cement,

pulp and paper, battery manufacturing, and food and beverage, as well as their associated service
industries. The Division brings deep industry domain experti se coupled with the ability to integrate
both automation and electrical ~ systems , increase productivity and reduce overall capital and operating
costs for customers. For mining, metals and cement customers, solutions include specialized products
and service s, as well as total production systems. The Division designs, plans, engineers, supplies,
erects and commissions integrated electrical and motion systems, including electric equipment, drives,
motors, high power rectifiers and equipment for automation and supervisory control within a variety of
areas including mineral handling, mining operations, aluminum smelting, hot and cold steel

applications and cement production. The offering for the pulp and paper industries includes control
systems, quality control  systems, drive systems, on -line sensors, actuators and field instruments.
Digitalization solutions, including collaborative operations and augmented reality, help improve plant

and enterprise productivity, and reduce maintenance and energy costs.

The Marin e & Ports Division serves the shipping industry through its extensive portfolio of integrated
marine systems and solutions that improve the flexibility, reliability and energy efficiency of vessels. By
coupling power, propulsion, automation, marine softwar e and services that ensure maximum vessel

uptime, we are well positioned to help improve the profitability and sustainability of our ‘£j¢Ces” j

s£i—@“jj C— e£e—+£¢ ¢-" “02¢— “ §—""'8§'§" ¢” ¢ "F““¢C «—C— UVV Us—3—C§ e —@" je"C¥s *
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their fleets at lower fuel and maintenance cost s, while improving crew, passenger and cargo safety  as

well as overall productivity of their operations. Further, the Divis ion delivers automation, electrical

systems and digital solutions for container and bulk cargo handling, from ship to gate. These solutions
help terminal operators meet the challenge of larger ships, taller cranes and bigger volumes per call,
and make term inal operations safer, greener and more productive.
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The portfolio of the Measurement & Analytics Division consists of analyzers (measuring compositions
of gases and liquids ), instrumentation (measuring the typical process variables of temperature,
pressure , flow, and level ) as well as specialized measurements for specific industries. With this offering
the Division serves virtually all process, hybrid and marine industries, the largest among them being the
oil, gas and chemical value chain, water and power generation industries . The Division also provides
advanced digital solutions to help customers improve productivity, safety and environmental

sustainability.

Sales and Marketing

Tt et UECe>eC—ee VEj—o0“jj U “° j j*8"j ¢ “ Z —>e direCBsalesfoice asfvelt — ¢ |
as third -party channel partners, such as distributors, system integrators and OEMs. The majority of
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Competition
T, ¢ UECe>et—ece vEj— carincjpal cbmpetitors vary by industry or product group.

Competitors include: Emerson, Honeywell, Schneider Electric, Siemens, Siemens Energy, Yokogawa,
Endress + Hauser, Kongsberg and Valmet.

Capital Expenditures

T, et UECe>eC—ee VE|— ce"jtalexpenditures for property, plant and equipment

totaled $100 million in 2022, compared to $85 million in 2021. Principal investments in 2022 primarily
related to purchase s of land and building , mainly in the Energy Industries Division. Geographically, in
2022, Europe represented 76 percent of the capital expenditures, followed by Asia, Middle East and
Africa (13 percent) and the Americas (11 percent).

e
Robotics & Discrete Automation Business Area

Overview

The Robotics & Discrete Automation  Business Area provides robotics , and machine and factory
automation including products, software, solutions and service s. Revenues are generated both from
direct sales to end users as well as from indirect sales  mainly through system integrators and machine
builders .

The Robotics & Discrete Automation Business  Area had approximately 10,700 employees as of
December 31, 2022, and generated $ 3.2 billion of revenues in 20 22.

Customers

Robotics & Discrete Automation serves a wide range of customers. The main customers are active in
industries such as automotive, machine building, metalworking, electronics, food and beverage and
logistics. They include end -users such as manufacturers, system integrators and machine builders.

Products and Services

1 “

The Robotics & Discrete Automation Business Area i Z TE'Cj e’ (" m—""] e " S —@n" 7 C— efe—
operating Divisions.

The Robotics Division offers a wide range of products, solutions and services including robots,
autonomous mobile robots, robotics application cells and smart systems, field services, spare parts,
digital services, engineering and operations software. This offering provides customers with increased
productivity, quality, flexibility and simplicity for operations , €.¢. to meet the challenge of making
i>e88% SeCj " o e o @f>e" o7 jZ"'—"—" 7 '£'Cj —0e j—° ¢ ‘8'§Y| "e (e'e§ j
markets and coping with increasing uncertainty. Robots are also used in activities or environments

which may be hazardous to employee health and safety, such as repetitive or strenuous lifting, dusty,

hot or cold rooms, or painting booths  and can help customers addre ss labor shortage s. Robotics
solutions are used in a wide range of segments from automotive OEMs, automotive suppliers,

electronics, general industry, consumer goods, food and beverage, and warehouse/logistics center
automation. They are increasingly deplo yed in service applications for life sciences care, restaurants
and retail. Typical robotic applications include welding, material handling, machine tending, machining,
painting, picking, packing, palletizing and assembly

1
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The Machine Automation Division o ffers integrated automation solutions based on programmable

logical controllers, industrial  PCs, servo motion, industrial transport systems and machine vision. It also
provides software for engineering and optimization. The range of solutions are mainly us ed by machine
builders for various types of series machines, e.g. for plastics, metals, printing and packaging.

Sales and Marketing

Sales are made both through direct sales as well as through third garty channel partners, such as
system integrators and machine builders . The proportion of direct sales compared to channel partner
sales varies among the different industries, product technologies and geographic markets.

Competition

Competitors of the Robotics & Discrete Automation Business Area vary by offering and include
companies such as Fanuc, Kuka, Yaskawa, Epson, Durr, Staubli, Universal Robots, Rockwell Automation
Siemens, Mitsubishi Electric and Beckhoff.

Capital Expenditures

The Robotics & Discrete Automation Business Area | ‘*Z— ¢ “12"c’'—CE£ “j "e 2 72" ¢8§8 78em¢ ece’
equipment totaled $ 86 million in 20 22, compared to $ 96 million in 20 21. Principal investments in 20 22

were primarily related to  a new Robotics factory in Shanghai, China, and selective investments mainly in

production facilities in the Robotics Division in Sweden and in the Machine Automation Division in

Austria . In 2022, Europe represented 66 percent of capital expenditures, followed by Asia, Middle East

and Africa (28 percent ) and the Americas (6 percent).

e
Corporate and Other

Corporate and Other includes core headquarter functions , real estate activities, Corporate Treasury
Operations, Global Business Services (GBS) , the investment in Hitachi Energy (until December 2022)
and other minor business activities.  Certain strategic investments managed by ABB Technology
Ventures are also included in Corporate. The remaining activities of certain EPC projects which we are
completing and are in awind -down phase are reported as non-core businesses within Corporate and
Other. In addition, the historical business activities of  certain divested businesses are presented in
Corporate and Other. These include the high -voltage cables business, steel structures and certain EPC
contracts rela ting to the oil and gas industry.

Corporate headquarters and stewardship activities include the operations of our corporate

headquarters in Zurich, Switzerland, as well as  limited corporate @elated activities in certain countries.
These activities cover staff functions with group ide responsibilities, such as accounting and financial
reporting, corporate finance  and corporate treasury, taxes, financial planning and analysis, internal
audit, legal and integrity, compliance, risk managemen t and insurance, corporate communications,
information systems and investor relations.

GBS operates shared service centers globally through a network of four hubs and consists of both
expert and transactional services in the areas of human resources, finance and information services.
GBS also staffs and maintains front offices in most countries. The costs in GBS are incurred primarily
for the benefit of the Business Areas, which are charged for their use of such services and the related
numb er of employees are allocated to the Business Areas . GBS also provides services to third parties
under transitional service agreements in relation to certain divested businesses, the largest of which

are Hitachi Energy (the former Power Grids business) and  Accelleron (the former Turbocharging
Division).

A significant portion of the costs for GBS and other shared corporate overhead costs are charged to

the operating businesses. Up to the divestment of the Power Grids business on July 1, 2020, overhead

and ot her management costs, including GBS costs, which would have been allocated or charged to our

Power Grids business, and which were not directly attributable to this business, have not been

allocated to the discontinued operation and are included in Corporat “ee’ fC=" e "iC e’ ‘eiC#

Corporate and Other had approximately 1,000 employees at December 31, 2022, of which
approximately 100 pertain to our non -core businesses.
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e
Discontinued operations

In July 2020, we divested 80.1 percent of our Power  Grids business to Hitachi Ltd. As a result, the Power
Grids business is reported as discontinued operations in the Consolidated Financial Statements for all
8§“e j Z "j"m¢"’' 1"“3'-Pistontinued operations # Ce of£ wem@jeS—'eC"“ z—eem@'—eS ICeC"

Power Grids business

The former Power Grids business of ABB delivered p roduct s, system s, software and service solutions
across the power value chain for utility, industry and transport & infrastructure customers

The Power Grids business operated worldwide with a globally diversified manufacturing , engineering ,
and research and development footprint. Direct sales account ed for the majority of total revenues
generated by the business while external channel partners such as EPCs, wholesalers  , distributors and
OEMs account ed for the rest.

Products and Services

The Grid Automation operation supplie  d substation automation products, systems and services. It also
provide d Supervisory Control and Data Acquisition (SCADA) systems for transmission an d distribution
networks as well as a range of wireless, fiber optic and powerline carrier -based telecommunication
technologies for mission -critical applications and also offer ed grid -edge and microgrid solution  s. Its
enterprise software portfolio provide  d solutions for managing and optimizing assets, operations,
logistics, financials and HR, reducing operating costs and improving productivity for customers.

The Grid Integration operation  was a leading provider of integration and transmission solutions such
as High Voltage Direct Current (HVDC) . Another key part of the portfolio  was the Flexible Alternating
Current Transmission Systems (FACTS) business, which comprise  d Static Var Compensation (SVC) and
static compensator (STATCOM) technolog ies to address sta bility and power quality issues. The Grid
Integration operation s portfolio also include d a range of high -power semiconductors, a core
technology for power electronics deployed in HYDC, FACTS and rail applications. The Grid Integration
operation also provi ded transmission and distribution substations and associated lifecycle services.

These substations are used in utility and non  -utility applications including rail, data centers and various
industries. Battery energy storage solutions and shore -to -ship powe r supply wer e also part of the
customer offering.

The High Voltage products operation  was a provider of high voltage switchgear up to 1200 kV AC and
1100 kV DC with a portfolio spanning air  -insulated, gas -insulated and hybrid technologies. It  also
manufact ured generator circuit breakers, a key product for integrating large power plants into the grid.

The portfolio also include d a broad range of capacitors and filters that facilitate power quality,

instrument transformers and other substation components.

The Transformers operation supplie  d transformers that are an integral component found across the
power value chain, enabling the reliable, efficient and safe conversion of voltage  levels. The product
range include d dry- and liquid -distribution transformers , traction transformers for rail applications and
special application transformers plus related components, for example, insulation kits, bushings and

other transformer accessories.

The Power Grids business also ha d an extensive portfolio of service offerings across the value chain .
The portfolio include d spare parts, condition monitoring and maintenance services, on - and off aite
repairs as well as retrofits and upgrades. Advanced software -based monitoring and advis ory services
further enhance d the portfolio .
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e
Capital expenditures

Total capital expenditures for property, plant and equipment and intangible assets (excluding

intangibles acquired through business combinations) amounted to $762 million , $820 million and
$694 million in 202 2, 2021 and 20 20, respectively. In 202 2 and 2021, capital expenditures were 6 percent
and 8 percent lower, respectively, than depreciation and amortization. Excluding acquisition -related

amortization, capital expenditures were 30 percent higher in 2022 and 28 percent higher in 2021,
respectively , than depreciation and amortization.

Capital expenditures in 2022 primarily focused in mature markets, reflecting the geographic
distribution of our existing production facilit ies. Capital expenditures in Europe and North
America in 2022 were driven primarily by upgrades and maintenance of existing production
facilities, mainly in the U .S., Germany, Italy, Finland, Netherlands, and Switzerland . In Asia,
Middle East and Africa, capital expenditures were made primarily to increase production
capacity by investing in new or expanded facilities, the highest of which were in China and
India. The share of emerging markets capital expenditures as a percentage of total capital
expenditures in 2022 and 2021 was 24 percent and 33 percent, respectively.

At December 31, 2022, construction in progress for property, plant and equipment was $ 586 million,
mainly in the U.S., Germany, Switzerland, Finland, Austria, China and Sweden, while at December 31,
2021, construction in progress for  property, plant and equipmentwas $ 522 million, mainly in the U.S.,
Switzerland, Germany, Sweden, Italy, China and India

Our capital expenditures relate primarily to property, plant and equipment and are funded primarily
through cash flows from operating  activities . For 2023, we estimate the expenditures for property,
plant and equipment will be  higher than our annual depreciation and amortization charge, excluding
acquisition -related amortization.

e
Supplies and raw materials

We purchase a variety of supplies and products which contain raw materials for use in our production

and project execution processes. The primary materials used in our products, by weight, are copper,
aluminum, steel, mineral oil and various plastics. We a  Iso purchase a wide variety of fabricated
products, electronic components and systems. We operate a worldwide supply chain management
network with employees dedicated to this function in our Business Areas, Divisions and in key

countries. Our supply chain operations consists of a number of teams, each focusing on different

product categories. These category teams  are tasked with taking advantage of opportunities to
leverage the scale of ABB on a global, Business Area and/or Division level, as appropriate, t 0 optimize
the efficiency of our supply networks in a sustainable manner.
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¥ pool and leverage procurement of materials and services,

F Z en—"" ¢ ecejZze “'8 " uwvpending thredgh a comprehensive performance and
reporting system linked to our enterprise resource planning (ERP) systems,
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management structure and extensive competency  -based training, and
¥ monitor and develop our supply base to ensure sustainability, both in terms of materials and
processes used.

We buy many categories of products which contain steel, copper, aluminum, crude oil and other
commodities. Continuing  global economic growth in many emerging economies, coupled with the
volatility in foreign currency exchange rates, has led to significant fluctuations in these raw material

costs over the last few years. While we expect global commodity prices to remain hi ghly volatile, we
expect to offset some market volatility through the use of long -term contracts and global sourcing.
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We seek to mitigate the majority of our exposure to commodity price risk by entering into derivative
contracts. For example, we manage cop per, silver and aluminum price risk using principally swap
‘e oG ee" e Z —'"] e C="{" ‘es>e’—C—"] YEeC" o2 §“¢’—aqee “!'
designed to safeguard margins by minimizing price volatility and providing a stable cost base du ring
order execution. In addition to using derivatives to reduce our exposure to fluctuations in raw materials
prices, in some cases we can reduce this risk by incorporating changes in raw materials prices into the
prices of our end products (through price  escalation clauses).

“

Overall, during 2022, supply chain management personnel in our businesses, and in the countries in
which we operate, along with the category teams, continued to focus on value chain optimization
efforts in all areas, while maintaining  and improving quality and delivery performance. Responding to
the challenges of overall global supply chain constraints, each Business Area quickly implemented a
task force to mitigate supply chain shortages. The Business Areas experienced some delays in supplier
deliveries and product shortages for various categories such as semiconductors and other raw
materials as well as constraints in the transportation of inbound supplies. However, we responded to
these challenges and took mitigating actions such as building up buffer stocks, approving new
suppliers, changing supplier splits, combined with daily, weekly and monthly task force project follow
ups. We have, to a large extent, been able to mitigate most disruptions, maintain a competitive service
level and support our business growth, while maintaining delivery schedules to our customers.

Through our Sustainable Supply Base Management (SSBM) approach, we assess ESG risks, compliance
and the performance of our suppliers in these areas to make sure they meet our expectations. These
expectations are detailed in the ABB Supplier Code of Conduct and the ABB Code of Conduct.

We manage our obligations in relation to conflict minerals through our Conflict Minerals policy and
processes that we aim to continually improve and tailor to our value chain. We continue to work with

our suppliers and customers to enable us to comply with the T yw rigles and disclosure obligations
relating to conflict minerals ZE ¢—-" —"e >ef—ee *02 UVV | WeR"S—‘C e—yme"“ *§j
requirements ‘e0e " "ef@’ £@’'" "eel" —e3 WerZS—e@'“# ¢
global.abb/group/en/about/supplying/material -compliance.

e
Patents and trademarks

While we are not materially dependent on any one of our intellectual properties, as a technology -driven
company, we believe that intellectual property rights are crucial to protect the assets of our business.

We continue to file new patent applications to protect our new inventions . As of December 31,2022, we
have a portfolio of approximately 25,000 pending patent applications and granted patents , of which
approximately 5,500 are pending applications. This portfolio include s approximately 3,500 utility

mod els and design rights , of which approximately 200 are pending applications. In 202 2, we filed close
to 500 priority patent s, utility model and design applications , each covering a unique invention or
unique angle on an invention. Additionally, we  filed approximately 1 ,850 secondary patents, utility
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model and design applications, each extending the coverage of a previously filed priority application.
Based on our existing intellectual property strategy, we believe that we have adequate control over our
Ce M gttoceeSee—"j =" "UVVH# C o'“>e ™ e’ Seee o “ F o CY —ce 38 " ¢

operate. We proactively assert our intellectual property rights to safeguard the reputation associated
with the ABB technology and brand. While these in  tellectual property rights are fundamental to all of
our businesses, there is no dependency of the business on any single patent, utility model or design
application.
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e
Management overview

In 2022, we managed to navigate high customer activity in a complex macroeconomic environment
marked by inflation, a strained value chain, an energy crisis, the war in Ukraine with the related
economic sanctions on Russia as well as the lingering  impacts of the COVID -19 pandemic. During the
year, we also worked to fully implement the ABB Way operating model within our Divisions. Our new

and more efficient ways of working combined with a strong market situation led to increased

operational results. In the wake of the COVID-19 pandemic , ongoing supply chain, logistics and labor
challenges emerged , but we were able to avoid major business disruptions with our more agile
organization. Our strong price management processes proved effective aswe  quickly responded to
rising input costs and were able to more than offset the higher costs of inflation through price

increases during the year .

Active portfolio management continues to be part of our performance culture. On the back of

systematic portfolio review s we ascertain whether , ultimately , ABB is the best owner of the different
businesses. We continue d to make strong progress in aligning our business portfolio with our purpose,
and fully focus on the areas of electrification and automation . We complet ed th e spin-off of the
Turbocharging Division in October 2022 and sold the remaining 19.9 percent interest in Hitachi Energy
to Hitachi in December. The net cash received from the sale further strengthen ed our balance sheet ,
giving us additional flexibility in our capital allocation decisions. Looking forward, a fter the end of the
year, we also reached an agreement in January 2023 to sell our Power Conversion Division to AcBel
Polytech Inc. The transaction is subject to regulatory approvals and is expected to be completed in the
second half of 2023.

At the same time, we remain committed to our strategy to separately list our E -mobility business
subject to constructive market conditions. In the meantime, we received gross proceeds of
approximately C HF 200 million ($216 million) through a private placement of new shares in ABB
E-mobility in November 2022. After the end of the year, we obtained an additional amount of funding
through the private placement, increasing the total gross proceeds by an addi tional CHF 325 million
($351 million ) in February 2023. We remain a committed partner to ABB E  -mobility with a shareholding
of 8 1 percent as of February 2023.

In addition, our active portfolio management process is driving decisions within the Divisions to

improve or exit areas of underperformance and support improved performance ambitions. During 2022

we accelerated the pace of strategic partnerships as well as bolt -on acquisitions driven by the

Divisions. The Motion Business Area announced their firsttwo  acquisitions in more than a decade, with
a combined value of approximately $125 million. Both the planned acquisition of the  Siemens low
voltage NEMA motor business (closing in 2023) and the PowerTech Converter acquisition will help the
respective Divisions to further strengthen their leading market positions. We have also  made minority
investments led by our Division s. Both the InCharge Energy , Inc (In-Charge) and Numocity Technologi es
Private Ltd (Numocity) majority acquisitions made earlier this year are good examples that minority
investments can later also become acquisition targets. As part of our future strategy, we continue to

aim to complete five or more bolt  -on acquisitions e ach year.

Business progress

XE —cee ">ee’' "e uvV | """ — driveniby strBngtdemand across all regions and
most customer segments, le ading to positive development s in both volumes and pricing, the latter of
which was largely driven by our quick response to rising input costs which we were able to pass on to
our customers. Orders increased in all Business Areas  with higher d emand in all regions with the
Americas seeing the highest growth, while  growth in Asia, Middle East, and Africa was lower, driven
mainly by lower growth rates in China versus prior year. Overall demand increased for the short -cycle
flow business and the sy stems -driven offerings as well as in service.

While our orders increased 7 percent (13 percent in local currencies) in 2022, revenue growth was lower
at 2 percent (9 percentin local currencies) . Supply chain constraints and imbalances in the overall
supply chain limited our ability to convert orders into actual deliveries resulting in an increase of our

order backlog of 20 percentto $ 19.9billion at the end of the year.
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Group profitability showed strong improvement during 202 2 with segment profit (Operational EBITA)
improving in all Business Areas but reflecting approximately 10  percent of negative currency translation
impacts compared to 2021 . The result was driven by strong pricing execution, increased volumes and
improved in ternal efficiency. Active price management and productivity gains were able to offset
increasing raw material costs and general cost inflation emphasized by the tight supply situation over

the year.

Cash flows from operating activities was $ 1.3 billion in 2022, a decrease of 61 percent compared to
2021. The profitability improvement ~ was more than offset by the impact of a buildup of working
capital , especially inventories, required to support our record high backlog and the impact of higher
pay-out of employee bonuses due to the strong financial performance in 2021 |, as well as significant
cash outflows relating to the exit of a non -core business, the payment for the settlement related to
regulatory penalties for the Kusile project  as well as ongoing res tructuring and business
transformation costs

We continued to make organic growth investments in a disciplined manner, prioritizing research and
development while reducing administrative costs. Total non -order related research and development
was $1.2hillion in 2022, or 4 percent of revenues.

Capital allocation
Our capital allocation priorities are unchanged:

funding organic growth, research and development, and capital expenditures at attractive returns,
paying a rising, sustainable dividend per share over time ,

investing in value -creating acquisitions, and

returning additional cash to shareholders.

+H H +H

We expect that our strong cash generation , on the back of the ABB Way operating model , will enhance
our flexibility to invest in both organic gro  wth and bolt -on acquisitions, while providing attractive
returns to shareholders.

At the 202 3 Annual General Meeting (AGM), the Board of Directors is proposing a dividend of 0.84 Swiss
francs per share. During the year we reached our goal of returning  $7.8 billion of the cash proceeds

from the Power Grids divestment  to shareholders . Under the various share buyback programs we have
now purchased in excess of our goal with $ 2.8 billion of shares purchased in 2022 in  addition to the
$5.5 billion purchased through the end of 2021.

Sustainability strategy 2030

With our 2030 sustainability strategy, we are actively contributing to a more sustainable world, leading

by example in our own operations and partnering with custo mers and suppliers to enable a low -carbon
je'—"C8 Z “j" m" “jef '"j e’ Z e>eC" jo'—e§ 7 oo “ji fE£ jEjCe—02ee—5—C§ "L
commitment to responsible business practices, which are at the center of our comprehensive

governance framework, ba sed on integrity and transparency.

Amongst other focus areas in 202 2, we announced a new emissions target for our supply chain. We aim

to work with our main tier  -one suppliers to achieve a 50 percent reduction in their CO e emissions by

2030. The targetis focused on suppliers covering 70 7z“ ‘“0ce¢ ¢” uvv j s@0£eS Z «'£ “>“ce¢ “|2"c
The new target is expected to make an important contribution to our goal of enabling a low carbon

society as, in many cases, our suppliers h ave a bigger footprint than our company.  For a detailed

discussionof our (£j¢Ce—oeee—S5—C¢C§ ¢ eC“e8§ e’ of 7 ee “jj —o0e TR S
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e
Critical accounting policies  and estimates

General

We prepare our Consolidated Financial Statements in accordance with U.S. GAAP and present these in
U.S. dollars unless otherwise stated.
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The preparation of our financial statements requires us to make assumptions and estimates that

affect the reported amounts of assets, liabilities, revenues and expenses and the related disclosure of
contingent assets and liabilities. We evaluate our estimates on an ongoing basis (s“* ",eC"-
F—ee—"—"'e0C ¢ 'ef£@C—0e ZeS—"—"“j# Co of wemjeS—'¢¢" z—oemust—e+S F¢eC “>"0Cj "e o §.

significant accounting estimates).  Where appropriate, we base our estimates on historical experience
and on various other assumptions that we believe to be reasonable under the circumstances, the

results of which form the basis for making judgments ab out the carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from our estimates and
assumptions.

We deem an accounting policy to be critical if it requires an accounting estimate to be made based on
assumptions about matters that are highly uncertain at the time the estimate is made and if different
estimates that reasonably could have been used, ori fchanges in the accounting estimates that are
reasonably likely to occur periodically, could materially impact our Consolidated Financial Statements.

We also deem an accounting policy to be critical when the application of such policy is essential to our
ongoing operations. We believe the following critical accounting policies require us to make subjective
judgments, often as a result of the need to make estimates regarding matters that are inherently

uncertain and material to our Consolidated Financial St  atements. These policies should be considered
when reading our Consolidated Financial Statements.

Revenue recognition

A customer contract exists if collectability under the contract is considered probable, the contract has
commercial substance, contains pa ymentterms , the rights and commitments of both parties ,and has
been approved. By analyzing the type, terms and conditions of each contract or arrangement with a
customer , we determine which revenue recognition method applies.

We recognize revenues when control of goods or services is transferred to customers in an amount

that reflects the consideration we expect to be entitled to in exchange for these goods or services.

Control is transferred when the customer has the ability to direct the use and obtain the benefits from
the goods or services.

The percentage af ampletion method of accounting is generally used when recognizing revenue on an
over time basis and involves the use of assumptions and projections, principally relating to future

material, labor , subcontractor and project @elated overhead costs as well as estimates of the amount

of variable consideration to which we expect to be entitled . As a consequence, there is a risk that total
contract costs  or the amount of variable consideration  will, respectively, either exceed or be lower than
those we originally estimated (based on all information reasonably available to us) and the margin will
decrease or th e contract may become unprofitable. This risk increases if the duration of a contract
increases because there is a higher probability that the circumstances upon which we originally

developed our estimates will change, resulting in increased costs that we may not recover. Factors that
could cause costs to increase include:

¥ unanticipated technical problems with equipment supplied or developed by us which may require
us to incur additional costs to remedy,

changes in the cost of components, materials or labor ,

difficulties in obtaining required governmental permits or approvals,

project modifications creating unanticipated costs,

suppliers or subcontractors  failure to perform, and

delays caused by unexpected conditions or events.

+H H H H +

Changes in our initial assumptions, which we review on a regular basis between balance sheet dates,

may result in revisions to estimated costs, current earnings and anticipated earnings. We recognize

these changes in the period in which the changes in estimates are deter mined. By recognizing changes
in estimates cumulatively, recorded revenue and costs to date reflect the current estimates of the

stage of completion of each project. Additionally, losses on such contracts are recognized in the period
when they are identifi ed and are based upon the anticipated excess of contract costs over the related
contract revenues.

Pension and other postretirement benefits

Uj >e “ "£888 "' —e ATeyS7E " @ —Ci# Co of wWerjeS§— "¢ zZ—@ee'—3 TCeCt>"RC|
have a number of defined benefit pension and other postretirement plans and recognize an asset for a
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of the year.
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Significant differences between assumptions and actual experience, or significant changes in

assumptions, may materially affect the pension obligations. The effects of actual results differing from

assu>z¢—ecej @’ ¢-" ‘—eee—@ee " ojjif£rZC—eej *c “ —@‘'SE’ —0e ®“C e'CEe —e§
oG- erZ “-toej—u" Seji#

We recognize actuarial gains and losses gradually over time. Any cumulative unrecognized actuarial

gain or loss that exceeds 10 percent of the greater of the present value of the projected benefit

obligation (PBO) and the fair value of plan assets is recognized in earnings over the expected average
remaining working lives of the employees participating in the plan, or the expected averag e remaining
lifetime of the inactive plan participants if the plan is comprised of all or almost all inactive

participants. Otherwise, the actuarial gain or loss is not recognized in the Consolidated Income

Statements.

We use actuarial valuations to determ ine our pension and postretirement benefit costs and credits.

The amounts calculated depend on a variety of key assumptions, including discount rates, mortality

rates and expected return on plan assets. Under U.S. GAAP, we are required to consider current market
conditions in making these assumptions. In particular, the discount rates are reviewed annually based

on changes in long #erm, highly @ated corporate bond yields. Decreases in the discount rates result in

an increase in the PBO and in pension costs. Conversely, an increase in the discount rates results in a
decrease in the PBO and in pension costs. The mortality assumptions are reviewed annually by
management. Decreases in mortality rates result in an increase in the PBO and in pension costs.
Conversely, an increase in mortality rates results in a decrease in the PBO and in pension costs.

Holding all other assumptions constant, a0.25  percentage -point decrease in the discount rate would
have increased the PBO related to our defined benefit pension pla  ns by $144 million while a

0.25 percentage -point increase in the discount rate would have decreased the PBO related to our
defined benefit pension plans by $ 140 million.

The expected return on plan assets is reviewed regularly and considered for adjustment annually based
upon the target asset allocations and represents the long serm return expected to be achieved.
Decreases in the expected return on plan assets result in an increase to pension costs. Holding all other
assumptions constant, an increase or de crease of 0.25 percentage points in the expected long &erm
rate of asset return would have decreased or increased, respectively, the net periodic benefit cost in

2022 by $20 million.

The funded status, which can increase or decrease based on the performanc e of the financial markets
or changes in our assumptions, does not represent a mandatory short serm cash obligation. Instead,
the funded status of a defined benefit pension plan is the difference between the PBO and the fair

value of the plan assets. Our defined benefit pension plans were  overfunded by $326 million and

$27 million at December 31, 2022 and 2021, respectively. Our other postretirement plans were
underfunded by $ 50 million and $ 71million at December 31, 2022 and 20 21, respectively.

Income taxes

In preparing our Consolidated Financial Statements, we are required to estimate income taxes in each

of the jurisdictions in which we operate. Tax expense from continuing operations is reconciled from the
weighted average global tax rate (rath er than from the Swiss domestic statutory tax rate) . As the
parent company of the ABB Group, ABB Ltd, is domiciled in Switzerland , income which has been
generated in jurisdictions outside of Switzerland (hereafter 'foreign jurisdictions  # and has already
been subject to corporate income tax in those foreign jurisdictions is, to a large extent, tax exempt in
Switzerland. Therefore, generally no or only limited Swiss income tax has to be provided for on the
repatriated earnings of foreign subsidiarie  s. There is no requirement in Switzerland for a parent
company of a group to file a tax return of the group determining domestic and foreign pre #ax income
and as our consolidated income from continuing operations is predominantly earned outside of

Switzer land, corporate income tax in foreign jurisdictions largely determines our global

weighted average tax rate.
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We account for deferred taxes by using the asset and liability method. Under this method, we

determine deferred tax assets and liabilities based on temporary differences between the financial
reporting and the tax bases of assets and liabilities. Deferred tax assets and liabilities are measured

using the enacted tax rates and laws that are expected to be in effect when the differences are

expected to reverse. We recognize a deferred tax asset when it is more likely than not that the asset will
be realized. We regularly review our deferred tax assets for recoverability and establish a valuation
allowance based upon historical losses, projected future t axable income and the expected timing of
the reversals of existing temporary differences. To the extent we increase or decrease this allowance in

a period, we recognize the change in the allowance within ‘Income tax expense #n the Consolidated
Income Stat ements unless the change relates to discontinued operations, in which case the change is
recorded in ‘'Income from discontinued operations, net of tax # Unforeseen changes in tax rates and tax
laws, as well as differences in the projected taxable income as compared to the actual taxable income,
may affect these estimates.

Certain countries levy withholding taxes, dividend distribution taxes or additional corporate income

taxes (hereafter ‘withholding taxes # on dividend distributions. Such taxes cannot alway s be fully
reclaimed by the shareholder, although they have to be declared and withheld by the subsidiary.
Switzerland has concluded double taxation treaties with many countries in which we operate. These
treaties either eliminate or reduce such withholdin g taxes on dividend distributions. It is our policy to
distribute retained earnings of subsidiaries, insofar as such earnings are not permanently reinvested or
no other reasons exist that would prevent the subsidiary from distributing them. No deferred tax

liability is set up if retained earnings are considered as indefinitely reinvested and used for financing
current operations as well as business growth through working capital and capital expenditure in those
countries.

We operate in numerous tax jurisdic tions and, as a result, are regularly subject to audit by tax
authorities , including for transfer pricing . We provide for tax contingencies whenever it is deemed
more likely than not that a tax asset has been impaired or a tax liability has been incurred f or events
such as tax claims or changes in tax laws. Contingency provisions are recorded based on the technical
merits of our filing position, considering the applicable tax laws and OECD guidelines and are based on
our evaluations of the facts and circums  tances as of the end of each reporting period. Changes in the
facts and circumstances could result in a material change to the tax accruals. Although we believe that
our tax estimates are reasonable and that appropriate tax reserves have been made, the fin al
determination of tax audits and any related litigation could be different than that which is reflected in

our income tax provisions and accruals.

An estimated loss from a tax contingency must be accrued as a charge to income if it is more likely

than no t that a tax asset has been impaired or a tax liability has been incurred and the amount of the

loss can be reasonably estimated. We apply atwo  &ep approach to recognize and measure uncertainty
in income taxes. The first step is to evaluate the tax posit ion for recognition by determining if the
weight of available evidence indicates that it is more likely than not that the position will be sustained

on audit, including resolution of related appeals or litigation processes, if any. The second step is to
measure the tax benefit as the largest amount which is more than 50 percent likely of being realized
upon ultimate settlement. The required amount of provisions for contingencies of any type may

change in the future due to new developments.

Goodwill and intangible assets

We review goodwill for impairment annually as of October 1, or more frequently if events or
circumstances indicate the carrying value may not be recoverable. We use either a qualitative or
guantitative assessment method for each reporting unit.

As each of our Divisions have full ownership and accountability for their respective strategies,
performance and resources, we have determined our reporting units to be at the Division level, which is
one level below our operating segments of Elect rification, Motion, Process Automation and Robotics &
Discrete Automation.

When performing the qualitative assessment, we first determine, for a reporting unit, factors which

would affect the fair value of the reporting unit including: (i) macroeconomic co nditions related to the
business, (ii) industry and market trends , and (iii) the overall future financial performance and future
opportunities in the markets in which the business operates. We then consider how these factors

would impact the most recent qu  antitative analysis of the reporting unit s fair value. Key assumptions
in determining the fair value of the reporting unit include the projected level of business operations,

the “Ze+ ¢—oe+ Wemhtetl pverage cost of capital, the income tax rate  and the terminal growth rate.
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During 2022, we added one new Division by creating a standalone Division from components of  two

existing Divisions resulting in twenty -one reporting units in total for the Group at October 1, 2022.

Subsequently ABBcompleted the spin-off of the Turbo charging Division in October 2022. For each

change in reporting unit which arose during 202 2, an interim quantitative impairment test was

feECT o7 e M e’ o7 C" C—" '—egee” }oe eeC— C—" "e""e “f o’ "e"¢HthatL“i¢; —C
the fair value of the reporting units exceeded the carrying value by a significant amount.

During 2021, we added three new Divisions by splitting two existing ones into multiple standalone

Divisions and announced (in July 2021) the divestment of the Mechanical Power Transmission Division,

resulting in twenty reporting units in total for the Group at October 1, 2021. Foreach change in

reporting unit which arose during 2021 , an interim quantitative impairment test was conducted before

and afterthe ‘—e0ee” }0e eeC— C—" "e“"e “H e’ "e"C" H# ¢"jCj] —C ¥eof ‘e@'SE'" ¢—¢C ¢
reporting units exceeded the carrying value by a significant amount.
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exception of Process Automation where the reporting units were the same as the Divisions) while after

the change, goodwill impairment was asses  sed at the Division level. Although the new operating model
resulted only in an allocation of goodwill within the operating segments and did not change the

segment level goodwill, an interim quantitative impairment test was conducted before and after the

July 1 change. As a result of t he interim quantitative impairment test , a goodwill impairment charge of
$290 million was recorded in 2020 to reduce the carrying value of th e Machine Automation reporting
unit to its implied fair value.  For more information, z&§“«j* “"* ¢+« " lsdGoodwill and intangible

assets # ¢e uvv | weejeS— ¢ "“Statermuse ' —-3

At October 1, 2022 and 2021, we performed qualitative assessments and determined that it was not
more likely than not that the fair value for each of the se reporting units was below the carrying value.
As a result, we concluded that it was not necessary to perform the quantitative impairment test.

Intangible assets are reviewed for recoverability upon the occurrence of certain triggering events (such
as a decision to divest a business or  projected losses of an entity) or whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. We record impairment
charges other than impairments of goodwill in 'Other income (expe nse), net #n our Consolidated
Income Statements, unless they relate to a discontinued operation, in which case the charges are
recorded in 'Income from discontinued operations, net of tax #

e
New accounting pronouncements

For a description of accounting changes and recent accounting pronouncements, including the
expected dates of adoption and estimated effects, if any, on our Consolidated Financial Statements,
see 'Note 2- f—e@—"—"'20¢ «''s£f e tooueCousdidat -ed Fittancial Statements.

e
Research and development

Each year, we invest significantly in research and development. Our research and development focuses
on developing and commercializing the technologies , products and solutions  of our businesses that
are of strategic importance to our future growth. In 202 2, we invested $ 1,166 million, or approximately
4 percent of our 202 2 consolidated revenues, on research and development activities in our continuing
operations. We also had ex penditures of approximately $48 million on order -related development
activities. These are customer and project apecific development efforts that we undertake to develop
or adapt equipment and systems to the unique needs of our customers in connection with specific

orders or projects.
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In addition to continuous product development, and order selated engineering work, we deve lop
platforms for technology applications in our businesses in our research and development laboratories,
which operate on a global basis. Through active management of our investment in research and
development, we seek to maintain a balance between short germ and long &rm research and
development programs and optimize our return on investment. We protect these results by holding
patents, copyrights and other appropriate intellectual property protection.

To complement our business -focused product developme nt, our businesses invest together in
collaborative research activities covering topics such as artificial intelligence, software, sensors,

control and optimization, mechatronics and robotics, power electronics, communication technologies,
material and man ufacturing, electrodynamics and electrical switching technologies. This results in
advancing the state -of -the -art technologies used in our products and in common technology platforms
that can be applied across multiple product lines.

Universities are incub ators of future technology, and  one task of our research and development team s
is to transform university research into industry geady technology platforms. We collaborate with

multiple universities and research institutions to build research networks and foster new technologies.
We believe these collaborations shorten the amount of time required to turn basic ideas into viable

products, and they additionally help us  to recruit and train new personnel. We have built numerous
university strategic relationshi ps with a number of leading institutions in various countries around the
world.

We are also leveraging our ecosystem to enhance our innovation efforts and gain speed with strategic
partners with complementary competenc ies. In addition, we invest and collab orat e with start -ups
worldwide via our corporate venture arm ABB Technology Ventures and our start -up collaboration arm
SynerLeap.

The result of our investment in research and development is that ABB is widely recognized for its world
class technology.

e
Acquisitions and divestments

Acquisitions

During 2022 and 2021, ABB paid $195million and $212million to purchase five and two businesses ,
respectively .

The principal acquisition in 2022 was InCharge Energy, Inc. (In -Charge) , where we increased our
ownership to a 60 percent controlling interest, expanding the market presence of the E -mobility
Division within our Electrification operating segment , particularly in the North American market.  In-
Charge is headquartered in Santa Monica, U nit ed States , and is a provider of turn -key commercial
electric vehicle charging hardware and software solutions. Fe* ", e¢4 - Acquisitions, divestments and
equity-e‘‘e£0et"’ ‘erZem@—"j# Co o£ weejeS—"eC" z—0eee'—*3S FtCeC“> "]

The principal acquisition in 20 21 was ASTIMobile Robotics Group SL (ASTI).ASTlis headquartered in
Burgos, Spain .

There were no significant acquisitions in 20 20.
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Divestments and spin -offs

Spin-off of the Turbocharging Division

In September 2022, the shareholders approved the spin -¢”” ¢” ¢—" we>Ze08 | "£ ee'—e¢ o—(2e X—O-
into an independent, publicly traded company, Accelleron Industries AG (Accelleron), which was

completed through the distribution of common stock of Accelleron to the stockholders of ABB on

October 3,2022. As a result of the spin -off of this Division, the Company distributed net assets of

$272 million, net of amounts attributable to noncontrolling interests of $12 million, which was reflected

as areduction in Retained earnings. In addition, total accumulated comprehensive income of

$95 million, including the cumulative translation adjustment, was reclassified to Retained earnings.

Cash and cash equivalents distributed with Accelleron was $172  milli on. Prior to being spun -off, the

Turbocharging Division was part of our Process Automation Business Area.S"" ", e« ¢4 - Acquisitions,

divestments and equity -accounted companies # ¢e¢ ¢£ weejeS—'eC¢" z—oeee'—*S fC¢eC 5"

Divestment of Mechanical Power Trans mission Division

In November 2021, we completed the sale of our Mechanical Power Transmission Division (Dodge) to

RBC Bearings Inc. for cash proceeds of $2 ,862 million , net of transaction costs and cash disposed and
recognizing a net gain on sale of $2, 195 million . Prior to its disposal, t he Dodge business was part of

our Motion Business Area. See ", ¢ ¢ “4 - Acquisitions, divestments and equity -¢‘‘e£@¢“’ ‘e>Zecete“|#
our Consolidated Financial Statements.

Divestment of Power Grids

On July 1,2020, we completed the divestment of  80.1 percent of our former Power Grids business
(Hitachi Energy) to Hitachi. As this divestment represent ed a strategic shift that would have a major
effect on our operations and financial results, the results of operations for this business are presented
as discontinued operations and the assets and liabilities are reflected as held for sale for all periods
presented. For more information on the divestment of the Power Grids business p“t ", ee3-
Discontinued operations # ¢ £ we@jeS—'¢¢"" z—@e®@'—*S fCeC“>"(Cj

Hitachi held a call option which required  ABBto sell the remaining 19.9 percent interest in Hitachi

Energy at a price consistent with what was paid by Hitachi to acquire the initial 80 .1 percent or at fair
value, if higher. In September 2022, we agreed with Hitachi that we would sell our remaining investment
in Hitachi Energy and concurrently settle certain outstanding contractual obligations relating to the

initial sale of the business , including certain indemnification guarantees (see Note 15 - Commitments
and contingencies). The transaction was completed in December 2022, and we received proceeds of
$1,552 million. See ", ¢ “4 - Acquisitions, divestments and equity -accounted companies #o our
Consolidated Financial Statements.

e
Exchange rates

We report our financial results in U.S. dollars. Due to our global operations, a significant amount of our
revenues, expenses, assets and liabilities are denominated in other currencies. As a consequence,
movements in exchange rates between currencies may affect: (i) our profitability, (i) the comparability
of our results between periods and (iii)  the reported carrying value of our assets and liabilities.

We translate non &SD denominated results of operations, assets and liabilities to USD in our

Consolidated Financial Statements. Balance sheet items are translated to USD using year and currency
exchange rates. Income statement and cash flow items are translated to USD using th e relevant
monthly average currency exchange rate.

Increases and decreases in the value of the USD against other currencies will affect the reported results
of operations in our Consolidated Income Statements and the value of certain of our assets and
liabilities in our Consolidated Balance Sheets, even if our results of operations or the value of those
assets and liabilities have not changed in their original currency. As foreign exchange rates impact our
reported results of operations and the reported val ue of our assets and liabilities, changes in foreign
exchange rates could significantly affect the comparability of our reported results of operations

between periods and result in significant changes to the reported value of our assets, liabilities and
stockholders equity.
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While we operate globally and report our financial results in USD, exchange rate movements between
the USD and the EUR, the CNY and the CHF are of particular importance to us due to (i) the location of
our significant operations and (i ) our corporate headquarters being in Switzerland.

The exchange rates between the USD and the EUR , the USD and the CHF and the USD and the CNY at
December 31,2022, 2021 and 2020, were as follows:

Exchange rates into $ 2022 2021 2020
EUR 1.00 1.07 1.13 1.23
CHF 1.00 1.08 1.10 1.14
CNY 1.00 0.14 0.16 0.15

The average exchange rates between the USD and the EUR , the USD and the CHF and the USD and the
CNY for the years ended December 31,2022, 2021 and 2020, were as follows:

Exchange rates into $ 2022 2021 2020
EUR 1.00 1.05 1.18 1.14
CHF 1.00 1.05 1.09 1.07
CNY 1.00 0.15 0.16 0.14

When we incur expenses that are not denominated in the same currency as the related revenues,
foreign exchange rate fluctuations could affect our profitability. To mitigate the impact of exchange
rate movements on our profitability, it is our policy to enter into forward foreign exchange contracts to
manage the foreign exchange transaction risk of our operations.

In 2022, approximately 75 percent of our consolidated revenues were reported in currencies other than
the USD. The following percentages of consolidated revenues were reported in the following
currencies:

1 Euro, approximately 22 percent, and
T Chinese renminbi, approximately 16 percent.

In 2022, approximately 72 percent of our cost of sales and selling, general and administrative expenses
were reported in currencies other than the USD. The following percentages of consolidated cost of
sales and selling, general and administrative expenses were reported in the following currencies:

t Euro, approximately 19 percent, and
¥ Chinese renminbi, approximately 13percent .

We also incur expenses other than cost of sales and selling, general and administrative expenses in
various currencies.

The results of operations and financial position of our subsidiaries outside of the U .S.are generally
accounted for i n the currencies of the countries in which those subsidiaries are located. We refer to
thes e currencies as 'local currencies # Local currency financial information is then translated into USD
at applicable exchange rates for inclusion in our Consolidated Financial Statements.

The discussion of our results of operations below provides certain information with respect to orders,
revenues, income from operations and other measures as reported in USD (as well as in local
currencies). We measure period & g@eriod variations in local currency results by using a constant
foreign exchange rate for all periods under comparison. Differences in our results of operations in local
currencies as compared to our results of operations in USD are caused exclusively by changes in
currency exchange rates.

While we consider our results of operations as meas ured in local currencies to be a significant indicator
of business performance, local currency information should not be relied upon to the exclusion of

U.S. GAAP financial measures. Instead, local currencies reflect an additional measure of comparability

and provide a means of viewing aspects of our operations that, when viewed together with the

U.S.GAAP results, provide a more complete understanding of factors and trends affecting the

business. As local currency information is not standardized, it may no t be possible to compare our local
currency information to other companies financial measures that have the same or a similar title. We
encourage investors to review our fi  nancial statements and publicly filed reports in their entirety and
not to rely on any single financial measure.
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e
Orders

Our policy is to book and report an order when a binding contractual agreement has been concluded

with a customer covering, at a minimum, the price and scope of products or services to be supplied,

the delivery schedule and the payment terms. The reported value of an order corresponds to the
undiscounted value of revenues that we expect to recognize following delivery of the goods or services
subject to the order, less any trade discounts and excluding a ny value added or sales tax. The value of
orders received during a given period of time represents the sum of the value of all orders received

during the period, adjusted to reflect the aggregate value of any changes to the value of orders

received during the period and orders existing at the beginning of the period. These adjustments,

which may in the aggregate increase or decrease the orders reported during the period, may include
changes in the estimated order price up to the date of contractual performa nce, changes in the scope
of products or services ordered and cancellations of orders. The undiscounted value of future revenues
we expect to generate from our orders at any point in time is represented by our order backlog.

The level of orders fluctuates from year to year. Portions of our business involve orders for long serm
projects that can take months or years to complete and many large r orders result in revenues in
periods after the order is booked. Consequently, the level of orders general ly cannot be used to
accurately predict future revenues or operating performance. Orders that have been placed can often
be cancelled, delayed or modified by the customer. These actions can reduce or delay any future

revenues from the order or may resulti n the elimination of the order.

e
Performance measures

We evaluate the performance of our operating segments based on orders received, revenues and
Operational EBITA.

Operational EBITA represents income from operations excluding:

T amortization expense on intangibles arising upon acquisitions (acquisition -related amortization),
t restructuring, related and implementation costs,
¥ changes in the amount recorded for obligations related to divested businesses occurring after the
divestment date (changes in obligations related to divested businesses),
¥ changes in estimates relating to opening balance sheets of acquired businesses (changes in
pre acquisition estimates),
¥ gains and losses from sale of businesses  (including fair value adjustment on assets and  liabilities
held for sale) ,
acquisition - and divestment -related expenses and integration costs,
other income/expense relating to the Power Grids joint venture,
certain other non -operational items, as well as
foreign exchange/commodity timing differences in income from operations consisting of:
(a) unrealized gains and losses on derivatives (foreign exchange, commodities, embedded
derivatives), (b) realized gains and losses on derivatives where the underlying hedged transaction
has not yet been realized, and (c) unrealized foreign exchange movements on
receivables/payables (and related assets/liabilities).

H H H +H

Certain other non -operational items generally includes: certain regulatory, compliance and legal costs,
certain asset write downs/impairments (including im pairment of goodwill) and certain other fair value
changes, as well as other items which are determined by management on a case  -by-case basis.

See 'Note 23- fZ2" e¢C—o0ee j“e>"“@C¢ s’ *"“e+ «ieourContelitated Financial Statements for
a reconciliation of the total Operational EBITA to income from continuing operations before taxes.
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e
Transactions with  affiliates and associates

In the normal course of our business, we purchase products from, sell products to and engage in other

transactions with entities in which we hold an equity interest. The amounts involved in these
transactions are not material to ABB Ltd . Prior to its sale in December 2022 our most significant equ ity
>"C—e’ —en"jC>"e¢ ¥ —@ |—C'—— yo0ed-ABghiditions, divesnients and equity -

accounted companies #or details). Also, in the normal course of our business, we engage in
transactions with businesses that we have divested. We believe t hat the terms of the transactions we
conduct with these companies are negotiated on an arm s length basis.
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e
Analysis of results of operations

The discussion in the following sections below provides a comparative analysis between 2022 and 2021.
Frre—" j“"C—ecj £@'" "fZ" eC—o0e e’ Z—Re®'—*S T 'O—"¥ e’ , ¢jZ"'Ci# —Ce
comparative discussion and analysis between 2021 and  2020.

Our consolidated results from operations were as follows:

Income Statement Data:

($ in millions, except per share data in $) 2022 2021 2020
Revenues 29,446 28,945 26,134
Cost of sales (19,736) (19,478) (18,256)
Gross profit 9,710 9,467 7,878
Selling, general and administrative expenses (5,132) (5,162) (4,895)
Non-order related research and development expenses (1,166) (1,219) (1,127)
Impairment of goodwill e e (311)
Other income (expense), net (75) 2,632 48
Income from operations 3,337 5,718 1,593
Interest and dividend income 72 51 51
Interest and other finance expense (130) (148) (240)
Losses from extinguishment of debt e e (162)
Non-operational pension (cost) credit 115 166 (401)
Income tax expense (757) (1,057) (496)
Income from continuing operations, net of tax 2,637 4,730 345
Income (loss) from discontinued operations, net of tax (43) (80) 4,860
Net income 2,594 4,650 5,205
Net income attributable to noncontrolling

interests and redeemable noncontrolling interests (119) (104) (59)
Net income attributable to ABB 2,475 4,546 5,146

Amounts attributable to ABB shareholders:

Income from continuing operations, net of tax 2,517 4,625 294
Income (loss) from discontinued operations, net of tax 42) (79) 4,852
Net income 2,475 4,546 5,146

Basic earnings per share attributable to ABB shareholders:

Income from continuing operations, net of tax 1.33 2.31 0.14
Income (loss) from discontinued operations, net of tax (0.02) (0.04) 2.30
Net income 1.30 2.27 2.44

Diluted earnings per share attributable to ABB shareholders:

Income from continuing operations, net of tax 1.32 2.29 0.14

Income (loss) from discontinued operations, net of tax (0.02) (0.04) 2.29

Net income 1.30 2.25 2.43
A more detailed discussion of the orders, revenues, income from operations and Operational EBITA for

our Business Areas follows in the sections of " v £ | — oahalysis #below for Electrification, Motion,

Process Automation, Robotics & Discrete Automation and Corporate and Other. Orders and revenues

of our businesses include inter segment transactions which are eliminated in the ‘Corporate and Other #
line in the tables below.
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Orders
% Change
($ in millions) 2022 2021 2020 2022 2021
Electrification 15,901 14,381 11,884 11% 21%
Motion 7,896 7,616 6,574 4% 16%
Process Automation 6,825 6,779 6,144 1% 10%
Robotics & Discrete Automation 4,116 3,844 2,868 7% 34%
Total Business Areas 34,738 32,620 27,470 6% 19%
Corporate and Other
Non-core and divested businesses 46 (10) (31) n.a. n.a.
Intersegment eliminations and other (796) (742) (927) n.a. n.a.
Total 33,988 31,868 26,512 7% 20%

In 2022, total orders increased 7 percent compared to 2021 ( 13 percent in local currencies). All Business
Areas contributed to the order growth driven by both higher business volumes and pric e increases,
reflecting strong demand across most regions and most customer segments , as well as the impact of
successfully passing on rising input costs to  end customers . Orders were higher for product and
project business es as well as for service businesses . In addition to strong underlying market demand ,
orders were also supported by customers placing orders early to secure deliveries in an environment

with a generally tight supply chain , especially earlier in the year . As supply chain constraints eased over
the year, customer order patterns  tended to normalize. Growth rates were highest in the Electrification
and Robotics & Discrete Automation  Business Areas. Both the Process Automation and Motion

Business Areas contributed modest growth, with the former impacte d by the spin-off of the
Turbocharging Division in October 2022 and the latter impacted by the  divestment of the Mechanical
Power Transmission business sold in November 2021 which together had a combined negative impact

on consolidated order growth of appr  oximately 3 percent . For additional information about individual

VEj—oe“jj u “e o ' 7% 7e >ea'" " Ce ¢-" “S“meel j“'C—eoaj " "VEj—0@"jj *0S8|i—i# °
We determine the geographic distribution of our orders based on the location of the ultimate
dest —oeeC—e0e " ¢—" Z «'£'Cj "0’ £j" —" ™MoEee¥0oe ¢ ¢ Se‘eC—eo " C—" "£jCe>" " of
distribution of our consolidated orders was as follows:
% Change
($ in millions) 2022 2021 2020 2022 2021
Europe 11,778 11,857 9,618 (1)% 23%
The Americas 11,825 9,940 7,956 19% 25%
of which: United States 8,920 7,453 5,971 20% 25%
Asia, Middle East and Africa 10,385 10,071 8,938 3% 13%
of which: China 5,087 5,036 4,121 1% 22%
Total 33,988 31,868 26,512 7% 20%

In 2022, orders increased 19 percent in the Americas (20 percent in local currencies) , with o rders
growing in the U.S., Canada, Brazil and Mexico . In Europe, orders decreased 1 percent ( increased
13percent in local currencies) with the Motion and Robotics & Discrete Automation  Business Areas
reporting order growth . Orders were higher in France, Switzerland, Italy and the United Kingdom while
they declined in Germany, Sweden and Finland . In Asia, Middle East and Africa , orders increased

3 percent ( 9 percent in local currencies) with orders increas ing in China, India, Singapore, South Korea
and Saudi Arabia while they decreased in Australia .

“

éc
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Order backlog

% Change

December 31, ($ in millions) 2022 2021 2020 2022 2021
Electrification 6,933 5,458 4,358 27% 25%
Motion 4,726 3,749 3,320 26% 13%
Process Automation 6,229 6,079 5,805 2% 5%
Robotics & Discrete Automation 2,679 1,919 1,403 40% 37%
Total Business Areas 20,567 17,205 14,886 20% 16%
Corporate and Other

Non-core and divested businesses 23 114 139 (80)% (18)%
Intersegment eliminations (723) (712) (722) n.a. n.a.
Total 19,867 16,607 14,303 20% 16%

At December 31, 2022, consolidated order backlog was 20 percent higher (26 percentin local
currencies) compared to December 31,2021.Order backlog increased significantly in most Business
Areas with the Process Automation Business Area having only modest growth.  The order backlog in the
Motion Business Area was driven by order growth in both the short - and long -cycle business es in most
Divisions . Order backlog increased across all Divisions in the Electrification Business Area reflecting the
very high order levels with the strongest g rowth in the E-mobility and Distribution Solutions  Division s.
The order backlog in the Process Automation Business Area was supported by a strong order increase
in most Division s except the Marine & Ports Division, which was negatively impacted by an order
reversal due to a customer bankruptcy in Germany . The low order backlog growth in the Process
Automation Business Area also reflects the spin  -off of the Turbocharging  Division. The increase in the
order backlog in the Robotics & Discrete Automation Business Area was driven by strong growth in

both Divisions (Machine Automation and Robotics ).

Revenues
% Change
($ in millions) 2022 2021 2020 2022 2021
Electrification 14,105 13,187 11,924 7% 11%
Motion 6,745 6,925 6,409 (3)% 8%
Process Automation 6,044 6,259 5,792 (3)% 8%
Robotics & Discrete Automation 3,181 3,297 2,907 (4)% 13%
Total Business Areas 30,075 29,668 27,032 1% 10%
Corporate and Other
Non-core and divested businesses 135 11 (6) n.a. n.a.
Intersegment eliminations and other (764) (734) (892) n.a. n.a.
Total 29,446 28,945 26,134 2% 11%

In 2022, revenues increased by 2 percent ( 9 percent in local currencies). During the first half of the year
revenues were hampered as component constraints  slowed production and hindered customer
deliveries. However, t he supply chain challenges progressively eased , triggering higher revenue growth
rates in the latter part of the year. Al Business Areas benefited from increased volumes and pric e
increases as we were able to pass on the impacts of higher cost inputs to the end customers . Growth
rates were highest in the Electrification Business Area . In local currencies, the Motion Business Area
achieved asingle -digit growth rate despite the adverse impact from the divestment of the Mechanical
Power Transmission Division in November 2021. The Process Automation Business Area saw moderate
growth in local currencies despite the spin -off of the Turbocharging Division in October 2022. Revenues
in the Robotics & Discrete Automation Business Area increased in local currencies , with revenues
benefiting in the second half of the year from an easing of component constraints. For additional

analysis of revenues for each of the Business Areas, “ne ge ¢—" “S"oeeC j“‘C—e0ej " "VEj—@"j
below .
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We determine the geographic distribution of our revenues based on the location of the ultimate
it —ceeC—ece o” C— 2 '£°C|] "' £i“ —" ™eee¥0oe -+ C-Thelgeogtaphiae ¢’ ¢—* ‘£jCe>"
dis tribution of our consolidated revenues was as follows:

% Change
($ in millions) 2022 2021 2020 2022 2021
Europe 10,286 10,529 9,764 2)% 8%
The Americas 9,572 8,686 7,949 10% 9%
of which: United States 7,021 6,397 6,027 10% 6%
Asia, Middle East and Africa 9,588 9,730 8,421 (1)% 16%
of which: China 4,696 4,932 4,098 B)% 20%
Total 29,446 28,945 26,134 2% 11%

In 2022, the increase in revenues was driven by the Americas region , where revenues increased

10 percent ( 11percent in local currencies) and were higher across all Business Areas except the Motion
Business Area. Revenuesincreased inthe U.S., Canada, Brazil, Mexico, Argentina and Peru. In Europe,
revenues decreased 2 percent ( increased 12 percent in local currencies) and were higher across all
Business Areas except the Motion Business Area, which was flat . Sales were higher in Finland, the
United Kingdom and France while revenues were lower in Sweden, Switzerland and Norway. Germany
and Italy reported stable sales . In Asia, Middle East and Africa revenues decreased 1 percent ( increased
5 percent in local currencies) and revenues grew in the Electrification Business Area while the Process
Automation and Robotics & Discrete Automation Business Areas reported a decrease with the Motion
Business Area being stable . Revenues increased in India and Singapore while they de creased in China,
Saudi Arabia, Australia , Japan and South Korea .

Cost of sales

Cost of sales consists primarily of labor, raw materials and component costs but also includes indirect
production costs, expenses for warranties, contract and project charges, as well as order -related
development expenses incurred in connection with projects for which corresponding revenues have
been recognized.

In 2022, costs of sales increased 1percent (8 percent in local currencies) to $ 19,736 million. Cost of
sales as a percentage of revenues decreasedto 67.0 percent from 67.3 percentin 2021, increasing the
gross margin, primarily driven by pric e increases and certain cost savings actions taken to mitigate
higher inflation in labor, commodity price s and freight cost s. Itis partly offset by a negative impact due
to portfolio change s.In 2022, gross margin percentages were higher in the Electrification , Process
Automation and Motion Business Area s. The gross margin percentage s in the Robotics & Discrete
Automation Business Areas were lower in 202 2 compared to 20 21 due to the impact of higher inflation
and lower volume due to general supply chain constrain ts.

Selling, general and administrative expenses

The components of selling, general and administrative expenses were as follows:

(% in millions) 2022 2021 2020
Selling expenses 3,248 3,281 3,087
General and administrative expenses 1,884 1,881 1,808
Total 5,132 5,162 4,895

In 2022, general and administrative expenses were flat (increased 8 percent in local currencies)
compared to 20 21. The local currency increase principally represents an impact from inflation .Asa
percentage of revenues, general and administrative expenses slight ly decreased to 6.4 percent from
6.5 percent in 2021 mainly due to strong revenue growth compared to more modest cost increases
General and administrative expenses in 202 2 continue to include the ongoing costs required to deliver
services to Hitachi Energy Ltd and Accelleron (commencing in October 2022) under transition service
agreements for which we are compensated and have recorded $ 162 million in Other income (expense),
net, during 2022 compared to $173 million in 2021 .
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In 2022, selling ex penses decreased 1percent (increased 6 percentin local currencies) compared to

2021 and was higher in local currencies across all Business Areas . Spending levels increased as

pandemic -related restrictions were gradually relaxed and sales activities increased to keep pace with

the strong growth in underlying  demand. Selling expenses as a percentage of orders received

decreased from 10.3 percent in 2021 to 9.6 percent in 2022 mainly due to strong order growth.

Non ader related research and development expenses

In 2022, non axder related research and development expenses  decreased 4 percent ( increase 4 percent

in local currencies) compared to 20 21.In 2022, non & der related research and development expenses

as a percentage of revenues remained similar to prior year levels (4.0 percentin 2022 compared to

4.2 percent in 2021) as we continued investing in research and development in line with revenues

growth.

Other income (expense), net

($ in millions) 2022 2021 2020
Income from provision of services under transition services agreements 221 173 91
Net gain from sale of property, plant and equipment 84 38 37
Gain (loss) from change in fair value of investments in equity securities 52 108 73
Brand income from Hitachi Energy 57 89

Favorable resolution of an uncertain purchase price adjustment 15 6 36
Fair value adjustment on assets and liabilities held for sale e e (33)
Net gain (loss) from sale of businesses & equity -accounted investments & 36 2,193 2)
Asset impairments (55) (33) (35)
Income (loss) from equity -accounted companies (102) (100) (66)
Restructuring and restructuring  -related expenses @ (227) (48) (87)
Regulatory penalties in connection with Kusile project (313) e

Other income (expense) 157 206 (26)
Total (75) 2,632

(1) Includes gain on sale of the remaining 19.9 percent investment in Hitachi Energy Ltd.

2) Excluding asset impairments

In 2022, Other income (expense), net, was a loss of $75 million compared to a gain of $2,632 million in
2021. In 2022, we recorded costs of $3 13million associated with regulatory penalties assessed in
connection with the Kusile project  and higher restructuring and  restructuring -related expenses which
included $195 million in connection with the exit of the full train retrofit business primarily for contract
settlement costs . In 2022, we recorded a gain of $ 43 million relating to the sale of the remaining

19.9 perce nt of Hitachi Energy to Hitachi.  In 2021, we recorded gains of $ 2,193 million in Other income
(expense), net for net gains from sales of businesses. Th is was primarily due to the divestment of the
Dodge business . In 2022 compared to 2021 , we recorded lower gains for net fair value increases in
various equity investments , the most significant of which  in 2022 related to InCharge Energy, Inc and in
2021 related to CMR Surgical Ltd.

Income from operations

% Change

($ in millions) 2022 2021 2020 2022 2021

Electrification 2,159 1,841 1,335 17% 38%
Motion 1,092 3,276 989 (67)% 231%
Process Automation 663 713 344 (7)% 107%
Robotics & Discrete Automation 247 269 (163) (8)% n.a.
Total Business Areas 4,161 6,099 2,505 (32)% 143%
Corporate and Other (823) (385) (927) n.a. n.a.
Intersegment elimination D 4 15 n.a. n.a.
Total 3,337 5,718 1,593 (42)% 259%

In 2022 and 2021, changes in income from operations were a result of the factors discussed above and
in "vEj—ao“jj *cchddy.—#
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Financial income and expenses

Financial income and expenses include 'Interest and dividend income # 'Interest and other financ e
expense # +ce’ "#&sjffom extinguishmentof '“e¢#

"loet" “j¢ e’ eC¢-" "— ce-dacludesiriteegst #xpense on our debt, the amortization of upfront
transaction costs associated with long #germ debt and committed credit facilities, commi tment fees on
credit facilities, foreign exchange gains and losses on financial items and gains and losses on

marketable securities. In addition, interest accrued relating to uncertain tax positions is included
¥—¢——oe —oet" “jdterfdst &od jothef' finance expense #excludes interest expense which has been
allocated to discontinued operations.

($ in millions) 2022 2021 2020

Interest and dividend income 72 51 51
Interest and other finance expense (130) (148) (240)
Losses from extinguishment of debt e e (162)
In 2022, increases in market interest rates resulted in both higher interest income on cash deposits and

higher interest expense on floating rate debt. Interest expense was lower primarily due to net reversals
of interest expense in connection with income tax related contingencies. This was partially offset by
the effect of higher rates of interest on floating rate debt  as well as higher amounts of outstanding
commercial paper.

Non-operational pension (cost) credit

A non-operational pension credit of $ 115million was recorded in 2022 compared to a $1 66 million credit
in 2021. Compared to 2021, the 2022 n on-operational pension credit has decreased due to lower
expected return sonplanassets ece’ ——e—" —@¢" “j¢ ‘ejCj e ¢-" “e"“"Note 445 —eeC—ecej fj“" "
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Income tax expense

($ in millions) 2022 2021 2020

Income from continuing operations before taxes 3,394 5,787 841
Income tax expense (757) (1,057) (496)
Effective tax rate for the year 22.3% 18.3% 59.0%

In 2022, the effective tax rate increased to 22.3 percent from 18.3 percent in 2021. The effective tax rate
in 2022 was approximately 2 percentage points higher due to the non-deductible regulatory penalties

in connection with the Kusile project  and 3 percentage points due to not benefiting losses in entities
having a participation exemption . The effective tax rate in 2022 also reflects a benefit of approximately

6 percentage points due to changes in assessment of recoverability of deferred tax assets. In2 021, the
tax impacts related to the sale of the Dodge business reduced the effective tax rate by approximately

5 percent age points . We also realized certain benefits from internal reorganizations in anticipation of

this divestment which reduced the effecti  ve tax rate by a further 4 percent age points .

FUU M a0t S tert Coli# Co of Weceje3—'eC" zZ—cee@ ' —e3 tCeC > 0C|. e o' —C—e@ed —0e"e

Income from continuing operations, net of tax

As a result of the factors discussed above, compared to 2021, Income from continuing operations, net
of tax, decreased by $2,093 million to $2,637 million in 2022.



FINANCIAL REPORT 2022 37

Income from discontinued operations, net of tax

Income (loss) from discontinued operations, net of tax, in 2022, 2021 and 2020 was as follows:

($ in millions) 2022 2021 2020
Total revenues e e 4,008
Total cost of sales e e (3,058)
Gross profit e e 950
Expenses (38) (18) (808)
Change to net gain recognized on sale of the Power Grids business (10) (65) 5,141
Income (loss) from operations (48) (83) 5,282
Net interest income (expense) and other finance expense e 2 (5)
Non-operational pension (cost) credit e e (94)
Income (loss) from discontinued operations before taxes (48) (81) 5,182
Income tax 5 1 (322)
Income (loss) from discontinued operations, net of tax (43) (80) 4,860

On July 1, 2020, we completed the divestment of 80.1  percent of our former Power Grids business to
Hitachi. As a result of the sale, substantially all Power Grids related assets and liabilities have been sold.
As this divestment represented a strategic shift that would have a major effect on our operations and
financial r esults, the results of operations for this business have been presented as discontinued
operations for all periods presented. In addition, we also have retained obligations (primarily for
environmental and taxes) related to other businesses disposed or oth erwise exited that qualified as
discontinued operations. Changes to these retained obligations are also included in Income (loss) from
discontinued operations, net of tax.

In 2020, as aresult of the sale of the Power Grids business , we recognized a net g ain for the sale of the
entire Power Grids business which is included in Income from discontinued operations, net of tax.

Certain amounts included in the net gain are estimated or otherwise subject to change in value and, as
aresult, we have recorded additional adjustments in 2022 and 2021, primarily due to the impacts of the
final purchase price settlement agreed with Hitachi and net foreign currency losses on certain

obligations. We may record additional adjustments in future periods to the gain which ar e not
expected to have a material impact onthe  Consolidated Financial Statements.

For additional information on the divestment and discontinued operations , i“" Note 3 - Discontinued
operations # Ce of£ weejeS—'¢C¢" z—0ee@‘'—*S fCeC“> @]

Net income attributable to ABB

As a result of the factors discussed above, compared to 2021, Net income attributable to ABB
decreased by $2,071million to $ 2,475 million in 2022.

Earnings per share attributable to ABB shareholders

(in $) 2022 2021 2020
Basic earnings per share attributable to ABB shareholders:
Income from continuing operations, net of tax 1.33 2.31 0.14
Income (loss) from discontinued operations, net of tax (0.02) (0.04) 2.30
Net income 1.30 2.27 2.44

Diluted earnings per share attributable to ABB shareholders:

Income from continuing operations, net of tax 1.32 2.29 0.14
Income (loss) from discontinued operations, net of tax (0.02) (0.04) 2.29
Net income 1.30 2.25 2.43

Basic earnings per share is calculated by dividing income by the weighted a/erage number of shares
outstanding during the year. Diluted earnings per share is calculated by dividing income by the

weighted average number of shares outstanding during the year, assuming that all potentially dilutive
securities were exercised, if dilutive. Potentially dilutive securities comprise: outstanding written call

options and outstanding options and shares granted subject to certain conditions under our

share &msed payment arrangements. Se e 'Note 20 - Earnings per share #o our Consolidated Financial
Statements.
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Business analysis

Electrification Business Area

The financial results of our Electrification Business Area were as follows:

Orders and Revenues Income from operations & Operational EBITA
12M $in
$ in millions millions § in millions
5,000 18,000 750 20%
4,000 16,000 600 15%
450
3,000 14,000 0%
300
2,000 12,000 . 5%
1,000 10,000 0 I 0%
2020 Q3 Q4 CH Q2 Q3 Q4 QW Q2 Q3 Q4 Q3 Q4 Qi Q3 a4 01 P
2020 2021
Orders Operational EBITA
mm Revenues = [ncome from operations

Orders 12M rolling Income from operations %

% Change

($ in millions) 2022 2021 2020 2022 2021

Orders 15,901 14,381 11,884 11% 21%

Order backlog at December 31, 6,933 5,458 4,358 27% 25%

Revenues 14,105 13,187 11,924 7% 11%

Income from operations 2,159 1,841 1,335 17% 38%

Operational EBITA 2,328 2,121 1,681 10% 26%

Orders
Approximatelytwo -¢—— 'j " ¢—-" VEj—0“jj U “e j o '" j e Ve Z &E'C|] ¥—C— j— ¢ '“S—n" § ¢—>"

these orders are usually recorded and delivered within a three  -month period and thus are generally
considered as short -cycle. The remainder is comprised of smaller project  orders that require longer
lead times, as well as larger solutions requiring engineering and installation. Approximately half of the
VEj—oe“jj u “e j o " j o ““_ oggrtyndistsibiters- | As a consequence, end -customer
market data is based partially on management estimates.

In 2022, orders increased 11percent (17 percent in local currencies) as demand improved across all key
end-user segments . Demand in the building s segment, the Electrification Business Area | S *“j¢-“ce’
user segment , was robust , with strong growth  particularly in the non-residential building sector . Solid
growth in the residential building sector in the first half of the year was partly offset by a slowdown in

the second half of 2022 , particularly in certain European markets . Substantial growth continues in  the
e-mobility segment along with strong growth in data centers, food and beverage, infrastructure and
renewables. Demand from the oil and gas segment increased significantly during the year , while

growth in the utilities and rail segments was solid even if geographically uneven .

The geographic distribution of orders for our Electrification Business Area was as follows:

(% in millions) 2022 2021 2020
Europe 4,973 5,022 4,149
The Americas 6,776 5,199 4,033
of which: United States 5,273 3,891 3,065
Asia, Middle East and Africa 4,152 4,160 3,702
of which: China 2,028 2,141 1,819

Total 15,901 14,381 11,884
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In 2022, orders in local currencies increased in all regions. The pandemic -related challenges improved
compared to 2021 in most geographies . Orders in the Americas increased 30 percent ( 31 percentin
local currencies), with demand stre ngthening across all key markets, led by increases in the U.S. and
Brazil. Orders in Europe decreased 1percent , reflecting the weakening of many European currencies
against the U.S. dollar, but increased 13 percent in local currencies , with growth across the region
including in key markets such as Italy and Germany . Orders in Asia, Middle East and Africa were on the
same level as in 2021, but increased 6 percent in local currencies , with str ong order growth in India
throughout the year offsetting  a slowdown in China. Orders in China were lower in most end -user
segments mainly as business activity was hampered by pandemic -related measures, but also reflected
a challenging comparable due to strong  order performance in 2021.

Order backlog

In 2022, order backlog increased 27 percent ( 33 percent in local currencies ). Order backlog benefited
from strong order intake, but was also impact ed by execution challenges caused by material shortage s,
transportation constraints as wellas  pandemic -related production pressure sin some local markets .

Revenues

In 2022, revenues increased 7 percent ( 14 percent in local currencies). Revenues in local currencies
increased in all Divisions reflecting the strong demand across regions and end -user segments , however
growth was still hampered by component shortage s, logistic s challenges and a tight labor marke t.
Pricing actions taken to mitigate increasing material , labor and transportation cost s contributed
strongly to the higher revenue level and accounted for around three quarter s of the revenue growth in
2022. The revenue growth was led by the E -mobility Division , mirroring the very high demand in this
segment. There was also strong double -digit revenue growth in local currencies inthe Power
Conversion Division as well as in the Installation Products and Smart Power Division s.

The geographic distribution of revenues for our Electrification Business Area was as follows

($ in millions) 2022 2021 2020
Europe 4,544 4,628 4,190
The Americas 5,372 4,503 4,093

of which: United States 3,940 3,322 3,115
Asia, Middle East and Africa 4,189 4,056 3,641

of which: China 2,004 2,110 1,858
Total 14,105 13,187 11,924

In 2022, revenues in the Americas increased 19 percent ( 20 percent in local currencies) with widespread
regional growth . Revenues increased 3 percent ( 10 percent in local currencies) in Asia, Middle East and
Africa, supported by strong growth in India, while revenues in China were lower than the previous year.
Revenues in Europe decreased 2 percent , impacted by weakening currencies in  many European
countries versus the U.S. dollar, while revenues in the region grew 13 percent in local currencies .

Income from operations

In 2022, income from operations increased 17 percent (28 percent in local currencies ), supported by
higher volumes as well as strong price management , which helped offset the adverse impact from cost
inflation in raw materials, freight and labor. Benefits of savings realized from ongoing restructuring

and cost savings programs a Iso positively influenced income from operations. Restructuring -related
expenses and implementation cost s in our operating Divisions were lower in 202 2 than in 202 1, mainly
due to the substantial completion of  the integration of GEIS , which we acquired in 2018. Also
contributing to the higher  income from operations in 2022 compared to 2021 were higher gains from
net fair value increases in various equity investments,  the most significant being  InCharge Energy, Inc .,
as well as lower GEISintegration costs. These positive effects were part ially dampened by widespread
inflationary cost pressures in 2022, as well as higher personnel expenses driven by a ramp -up of
manufacturing capacity to meet higher demand . Changes in foreign currencies, including the impacts
from FX/commodity timing differences summarized in the table below , negatively impact ed income
from operations by approximately 6 percent .
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Operational EBITA

The reconciliation of Income from operations to Operational EBITA
was as follows:

for the Electrification Business Area

($ in millions) 2022 2021 2020
Income from operations 2,159 1,841 1,335
Acquisition -related amortization 116 117 115
Restructuring, related and implementation costs 28 66 145
Changes in obligations related to divested businesses 1 e 15
Changes in pre -acquisition estimates 11 (6) 11
Gains and losses from sale of businesses 1) 13 4
Fair value adjustment on assets and liabilities held for sale e e 33
Favorable resolution of an uncertain purchase price adjustment e (5) (36)
Acquisition - and divestment -related expenses and integration costs 40 70 71
Changes in fair value of investments in equity securities (57) (15) e
Certain other non-operational items & 15 9
FX/commodity timing differences in income from operations 2) 25 (21)
Operational EBITA 2,328 2,121 1,681
In 2022, Operational EBITA increased 10 percent (20 percent excluding the impact from changes in

foreign currency exchange rates ) compared to 202 1, primarily due to the reasons described under

"loeter" " ey 7" e —eeij# “|'SE'—e ¢-" “1Z8e@et—ecej “S Ce ¢C—" “fere

above.

Motion Business Area

The financial results of our Motion

Orders and Revenues

Business Area were as follows:

Income from operations & Operational EBITA

12M $in
$ in millions millions R—
§ in millions
2,500 10,000 2,500 145%
2,400 140%
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100
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2020 2020
Orders Operational EBITA
m— Revenues = |ncome from operations
Orders 12M rolling Income from operations %
% Change
($ in millions) 2022 2021 2020 2022 2021
Orders 7,896 7,616 6,574 4% 16%
Order backlog at December 31, 4,726 3,749 3,320 26% 13%
Revenues 6,745 6,925 6,409 3)% 8%
Income from operations 1,092 3,276 989 (67)% 231%
Operational EBITA 1,163 1,183 1,075 (2)% 10%
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Orders

In 2022, orders increased 4 percent (11 percent in local currencies) compared to 2021.  Strong market
activity as well as effective price management offset negative impacts from both exchange rates and

the divestment in November 2021 of the Mechanical Power Transmission Division which negatively
impacted the growth rate by approximately 9 percent . The Business Area recorded strong double -digit
order gr owth in local currencies across all  Divisions and in key customer segments  and benefited from
strong order growth in the buildings segment (heating, ventilation, air conditioning and refrigeration)

as well as in rail, with solid demand recovery and high ye ar-on-year growth in the chemical, and oil and
gas segments. Other segments supporting strong order development include metals , pulp and paper,
marine and other segments such as power generation (including wind), food and beverage, and mining.
The market s hift towards carbon reduction, energy efficiency and digitalization continued to support
business growth.

The geographic distribution of orders for our Motion Business Area was as follows:
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($ in millions) 2022 2021 2020
Europe 2,710 2,617 2,219
The Americas 2,583 2,677 2,276

of which: United States 2,128 2,200 1,897
Asia, Middle East and Africa 2,603 2,322 2,079

of which: China 1,314 1,232 1,077
Total 7,896 7,616 6,574

In 2022, orders increased 4 percent (18 percent in local currencies) in Europe as orders increased  across
the region particularly in Turkiye, Italy, Sweden, Germany, France and Poland. In Asia, Middle East and
Africa, orders increased 12 percent (18 percent in local currencies) driven by growth  in India, China and
Australia. In the Americas, orders decreased 4 percent (2 percent in local currencies) reflecting the

impact of the divestment of the Mechanical Power Transmission Division, which operated principally in

the United States .

Order backlog

Order backlog in 2022 increased 26 percent (3 3 percent in local currencies) compared to 2021 reaching
$4.7 billion. Order backlog increased across all Divisions and was driven mainly by the large orders
received in the long -cycle business. Additionally, supply chain constraints impacted customer

deliveries, particularly in the short  -cycle business, further addi ng to the order backlog

Revenues

In 2022, revenues declined 3 percent (up 5 percent in local currencies) compared to 2021, negatively
impacted by approximately 9 percent by the divestment of the Mechanical Power Transmission
Division in November 2021. The growth in the other Divisions was supported by strong demand and
solid price management particularly in the products business

The geographic distribution of revenues for our Motion Business Area was as follows:

(% in millions) 2022 2021 2020
Europe 2,271 2,258 2,196
The Americas 2,208 2,396 2,225

of which: United States 1,823 1,974 1,867
Asia, Middle East and Africa 2,266 2,271 1,988

of which: China 1,245 1,256 1,040
Total 6,745 6,925 6,409

In 2022, revenues in Europe increased 1 percent (16 percent in local currencies) compared to 2021.
Revenue increases in local currencies were driven by Turkiye, Germany, the United Kingdom, Finland

and Italy while sales volumes declined in Poland, Switzerland and Austria. In A sia, Middle East and Africa
revenues were flat (up 6 percent in local currencies) as revenue growth in India and China was partly

offset by decline s in Australia and Japan. In the Americas, revenues decreased 8 percent (7 percentin
local currencies) impac ted by the divestment of the Mechanical Power Transmission Division, which
was part ially offset by growth in the U.S., particularly in the book  -and-bill business in the NEMA Motors
Division .
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Income from operations

In 2022, income from operations  declined 67 percent compared to 2021 as the previous year included a
gain of $2,195 million on the sale of the Mechanical Power Transmission Division. Excluding this gain,
income from operations increased 1  percent as higher volume in 2022 offset the impac t of the
divestment . The higher revenues reflect ed strong demand and active price management during 2022
which more than offset increasing commodities and freight expenses and other cost inflation.

Profitability was also supported by continued cost discipl ine, focus on operational performance and a
positive divisional mix . Changes in foreign currencies, including the impacts from FX/commodity

timing differences summarized in the table below, negatively impacted income from operations by
approximately 4 percent.

Operational EBITA

The reconciliation of Income from operations to Operational EBITA for the Motion Business Area was as
follows:

($ in millions) 2022 2021 2020
Income from operations 1,092 3,276 989
Acquisition -related amortization 31 43 52
Restructuring, related and implementation costs 16 22 44
Gains and losses from sale of businesses 8 (2,196) e
Acquisition - and divestment -related expenses and integration costs 15 26 e
Certain other non -operational items e 1 17
FX/commodity timing differences in income from operations 1 11 (27)
Operational EBITA 1,163 1,183 1,075

In 2022, Operational EBITA decreased 2 percent ( increased 6 percent excluding the impact from

changes in foreign currency exchange rates) compared to 2021, primarily due to the reasons described
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table above.

Process Automation Business Area

The financial results of our Process Automation Business Area were as follows:

Orders and Revenues Income from operations & Operational EBITA
12M $in
$ in millions millions $ in millions
2,000 7,500 20%
300
7,000 15%
1,500
6,500 10%
1,000
6,000 5%
500 5,500 0%
Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q3 Q4 CM Q3 Q4 Q1 Q2 Q3 Q4
2020 2021 2022 2020
Orders Operational EBITA

m—— Revenues

s [nCome from operations
Orders 12M rolling

Income from operations %

% Change
($ in millions) 2022 2021 2020 2022 2021
Orders 6,825 6,779 6,144 1% 10%
Order backlog at December 31, 6,229 6,079 5,805 2% 5%
Revenues 6,044 6,259 5,792 (3)% 8%
Income from operations 663 713 344 (7)% 107%

Operational EBITA 848 801 451 6% 78%
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Orders

In 2022, orders increased 1 percent (8 percent in local currencies) compared to 2021. Order growth was
impacted approximately 3 percent due to the spin -off of the Turbocharging Division . Orders grew in all
Divisions and were especially strong in the Measurement & Analytics and Process Industries Divisions
Strong demand was seen for the product, systems and service businesses and supported by most
customer segments. Demand was patrticularly strong in sectors such as chemicals and refining, with
positive developments also recorded in  the areas of mining , metal s, and oil and gas, in cluding the
liquefied natural gas sector . Customer activities increased in power generation, pulp and paper ,and
ports segments, whereas demand in marine was lower. Customer interest was high in the hydrogen
segment, which remains a small but growing part of the business.

The geographic distribution of orders for our Process Automation Business Area was as follows:

($ in millions) 2022 2021 2020
Europe 2,361 2,614 2,365
The Americas 1,994 1,645 1,360

of which: United States 1,201 1,047 770
Asia, Middle East and Africa 2,470 2,520 2,419

of which: China 748 821 590
Total 6,825 6,779 6,144

Orders in Europe decreased 10 percent (increased 2 percent in local currencies). In local currencies and
excluding the impact of the spin -off of the Turbocharging Division , orders increased in Poland, Norway,
the Netherlands and the U nited Kingdom while or ders decreased in Russia where the ABB Group is
winding down remaining business activities and Germany where a customer bankruptcy resulted in an
order reversal of approximately $ 170 million . Orders in Asia, Middle East and Africa decreased 2 percent
(increased 5 percent in local currencies). Higher orders in India, South Korea, Singapore and Saudi

Arabia were partly offset by lower order volumes in China and Australia both of which had a hig her
order intake in 2021. In the Americas, orders increased 21  percent (23 percent in local currencies)
supported by strong demand in the U.S., Canada, Argentina and Brazil.

Order backlog

In 2022, order backlog increased 2 percent (8 percentin local currencies) compared to 2021. Order
backlog increased in all Divisions due to strong order intake during 2022.

Revenues

In 2022, revenues decreased 3 percent (increased 4 percent in local currencies) compared to 2021  due
to foreign curre ncy translation and the impact from the spin -off of the Turbocharging Division
business . Revenues increased in all Divisions, reflecting strong execution of the order backlog in the

long -cycle businesses and strong underlying demand that was partially held back by challenges from
supply chain constraints which hampered customer deliveries.

The geographic distribution of revenues for our Process Automation Business Area was as follows:

($ in millions) 2022 2021 2020
Europe 2,266 2,439 2,395
The Americas 1,569 1,439 1,329

of which: United States 943 836 808
Asia, Middle East and Africa 2,209 2,381 2,068

of which: China 668 742 629
Total 6,044 6,259 5,792

In 2022, revenues were 7 percent lower (1 percent in local currencies) in Asia, Middle East and Africa,

9 percent higher ( 11percentin local currencies) in the Americas and 7 percent lower ( 5 percent higher in
local currencies) in Europe compared to 2021. In Asia, Middle East and  Africa, revenues were higher in
India and Australia but declined in China, Singapore and South Korea. In the Americas, revenue growth

was driven by the U.S. and Argentina while revenues in Brazil were steady. Growth in Europe was
reported in key markets i ncluding Italy, Germany, France, Norway and the United Kingdom.
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Income from operations

In 2022, income from operations decreased 7 percent compared to 2021 driven largely by unfavorable
foreign currency exchange changes and the impact of  the spin -off of the Turbocharging Division
Excluding these impacts, all Divisions reported higher operating income. In local currencies , income
grow th was driven by higher revenue volumes, operational improvements in project execution, a
favorable business mix and discipline in cost controls. The impact from inflation on costs was offset by
pricing actions taken to secure gross margin levels, mainly i n the short -cycle business. Changes in
foreign currencies, including the effect from changes in the FX/commaodity timing differences

summarized in the table below, negatively impacted income from operations by approximately

10 percent.

Operational EBITA

The reconciliation of Income from operations to Operational EBITA for the Process Automation
Business Area was as follows:

($ in millions) 2022 2021 2020
Income from operations 663 713 344
Acquisition -related amortization 4 5 4
Restructuring, related and implementation costs 29 48 125
Gains and losses from sale of businesses e (13) e
Acquisition - and divestment -related expenses and integration costs 134 35 2
Certain other non-operational items e 1 1
FX/commodity timing differences in income from operations 18 12 (25)
Operational EBITA 848 801 451
In 2022, Operational EBITA increased 6 percent ( 15 percent excluding the impact from changes in
foreign currency exchange rat es) compared to 2021, primarily due to the reasons described under
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above.
Robotics & Discrete Automation Business Area
The financial results of our Robotics & Discrete Automation Business  Area were as follows:
Orders and Revenues Income from operations & Operational EBITA
12M § in
$ in millions millions $ in millions
1,200 5,000 120 15%
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1,000 .
4,000 0 0%
1hi h LWl
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¥
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Q1 Q2 Q3 Q@ Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 2020 2021 2022
2020 2021 2022
Orders Operational EBITA
— REVENUES = |ncome from operations
Orders 12M rolling Income from operations %
% Change
(% in millions) 2022 2021 2020 2022 2021
Orders 4,116 3,844 2,868 7% 34%
Order backlog at December 31, 2,679 1,919 1,403 40% 37%
Revenues 3,181 3,297 2,907 (4)% 13%
Income (loss) from operations 247 269 (163) (8)% n.a.
Operational EBITA 340 355 237 (4)% 50%
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Orders

In 2022, orders increased 7 percent ( 16 percent in local currencies). Both the Robotics and the Machine
Automation Divisions contributed to the robust order growth driven by positive development s in both
volumes and pricing , reflecting strong demand across all regions and ~ most of the customer segments.
In the automotive sector, demand was particularly driven by EV investments . Strength was also noted
in the automotive -related sectors, general indu stry, machine builders and electronics market sectors. In
addition to strong underlying market demand, the order intake was also supported by customers
placing orders early in an effort to secure deliveries in an environment with a generally tight supply

chain, especially earlier in the year. As supply chain constraints progressively eased over the year,
customer order patterns tended to normalize.

The geographic distribution of orders for our Robotics & Discrete Automation Business Area was as

follows:

($ in millions) 2022 2021 2020

Europe 2,043 1,978 1,424

The Americas 609 530 388
of which: United States 404 371 277

Asia, Middle East and Africa 1,464 1,336 1,056
of which: China 1,151 976 781

Total 4,116 3,844 2,868

In 2022, orders increased in all regions. Orders in Europe increased 3  percent (16 percent in local
currencies) driven by increased demand, mainly in Germany. Orders in the Americas increased

15percent (15 percent in local currencies) compared to 2021, dr  iven by strong order intake in the U.S. in
the Robotics Division . Orders in Asia, Middle East and Africa increased 10 percent (15 percent in local
currencies) with strong demand in the Robotics Division in China.

Order backlog

In 2022, order backlog increased 40 percent ( 49 percent in local currencies) compared to 2021.  Order
backlog increased in both Division s. The order backlog benefited from strong order intake, despite our
selectivity of orders in the automotive EV segment and also reflected customer deliveries being
hampered by material shortages, transportation constraints as well as pandemic -related production
pressures in some local markets.

Revenues

In 2022, revenues decreased 4 percent (increased 5 percent in local curr encies) compared to 2021.
Revenues increased in both Divisions due to higher volumes from book -and-bill business and price
increases to compensate for higher input expenses. However, growth in the first half of the year was
hindered by component shortages (primarily related to semiconductors) and logistic challenges.
Additionally, the COVID-19 related shutdown of the robotics factory in Shanghai , China, in April, with
the subsequent gradual ramp up of production during May, had a significant impact on custo mer
deliveries in the second quarter. Service revenues also increased, driven by strong demand from all
industry segments.

The geographic distribution of revenues for our Robotics & Discrete Automation Business Area was as
follows:

(% in millions) 2022 2021 2020
Europe 1,498 1,582 1,481
The Americas 525 441 389

of which: United States 374 309 273
Asia, Middle East and Africa 1,158 1,274 1,037

of which: China 898 950 719
Total 3,181 3,297 2,907

Revenues from Asia, Middle East and Africa decreased 9 percent ( decreased 4 percent in local
currencies) compared to 2021 due to the impact from the factory shutdown in Shanghai, China,
described above . Revenues in Europe decreased 5 percent ( increased 8 percent in local currencies) with
Austria, Italy and the Czech Republic performing strongly while revenues declined in the United
Kingdom . In the Americas, revenues increased 19 percent ( increased 19 percent in local currencies) due
to strong demand in both Divisions in the U.S . and in the Robotics Division in Brazil, following the
recovery from the lower levels in 2021.
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Income (loss) from operations

In 2022, the Business Area recorded income from operations of $247

in 2021, with both Divisions contributing to the higher income level. The operational performance in

2022 reflected improved sales volumes, price increases, a favorable change in the revenue mix, and the
second half of 2022. These positive drivers were
as well as under absorption of fixed

benefit of cost reduction measures taken in the
partially offset by widespread inflationary cost pressures in 2022

costs due to volumes being hampered by component shortages, particularly in the first half of the year
Changes in foreign currencies, including the impacts from FX/commodity timing differences
summarized in the table below, negatively impacted income from operations by approximately

14 percent.
Operational EBITA

The reconciliation of Income (loss) from
Automation Business Area was as follows:

operations to Operational EBITA for the Robotics & Discrete

million compared to $269 million

($ in millions) 2022 2021 2020
Income (loss) from operations 247 269 (163)
Acquisition -related amortization 78 83 78
Restructuring, related and implementation costs 11 7 26
Changes in pre -acquisition estimates 1) e

Favorable resolution of an uncertain purchase price adjustment (15) e

Acquisition - and divestment -related expenses and integration costs 6 1

Impairment of goodwill e e 290
Certain other non -operational items 8 e 5
FX/commodity timing differences in income from operations 6 5) 1
Operational EBITA 340 355 237
In 2022, Operational EBITA decreased 4 percent (increased 8 percent excluding the impact from

changes in foreign currency exchange rates) compared to 2021, primarily due to the reasons described
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the table above.

Corporate and Other

Net loss from operations for Corporate and Other was as follows:

($ in millions) 2022 2021 2020
Corporate headquarters and stewardship (430) (399) (334)
Regulatory penalty in connection with Kusile project (313) e e
Loss from equity -accounted companies (101) (102) (68)
Other corporate costs (25) (29) (65)
Corporate brand income from Hitachi Energy 57 89 60
Net gain (loss) from sale of businesses 43 @3) 2
Corporate real estate 66 41 54
Restructuring costs in Corporate e (5) (46)
Fair value adjustment on equity securities 4) 94 71
OS implementation costs e e (24)
Digital program costs e e (45)
Corporate research and development e e (49)
Costs for divestment of Power  Grids e e (86)
Stranded corporate costs e e (40)
Divested businesses and other non -core activities (117) (67) (342)
Total Corporate and Other (824) (381) (912)

(1) Includes gain on sale of the remaining 19.9 percent investment in Hitachi

Energy Ltd
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In 2022, the net loss from operations within Corporate and Other increased by $443 million to

$824 million compared to 202 1. This increase was driven by costs associated with regulatory penalties
assessed in connection with the Kusile  project, restructuring expenses in connection with the exit of

the full train retrofit business and lower gains for fair value adjustments on equity investments. Partly
offsetting these negative impacts was  the reversal of a provision that we had previousl y recorded
related to one of our divested businesses  and the gain in December 2022 from the sale of the

remaining 19.9 percent of Hitachi Energy to Hitachi.

Corporate

In 2022, Corporate headquarters and stewardship costs increased by $31 million, mainly due to higher
external consult ing costs as part of the implementation of the ABB Wayoperating model . Excluding
this, Corporate headquarters and stewardship cost s were lower, supported by lower costs especially in
the corporate legal function .

During 2022, we did not have any significant revaluations o f equity investments while in 2021 we
recognized gains of $94 million for investments in our corporate equity ventur es portfolio .

Corporate brand income results from the granting of use of the ABB Brand to Hitachi Energy, the fair
value of which was initially determined on the date of the divestment of the former Power Grids
business in 2020 . A portion of the proceeds r eceived for the sale was allocated to the fair value of the
granting of the use of the brand and is being amortized over the expected period of benefit received by
Hitachi Energy.

Corporate real estate primarily includes income and expenses from property r  entals and gains from the
sale of real estate properties. In 2022, income from  operations in corporate real estate included gains
from the sale of real estate properties of approximately $73 million compared to $22 million in 2021 .

Other corporate costs consists of operational costs of our Corporate Treasury Operations and other
minor items including changes of the elimination related to internal profit of inventory.

Other - Divested businesses and other non -core activities

The results of operations for certain divested businesses and other non aore activities are presented in
Corporate and Other. Divested businesses include  the high -voltage cables business, s teel structures
business and the oil & gas EPC business. Other continuing non @&ore activities include the execution and
wind aown of certain legacy EPC and other contracts.

In 2022 and 2021, the amounts represent charges and losses relating to divested businesses and the
winding down of the remaining EPC projects.  In 2022, we recorded a restructuring expense of

$195 million in connection with the exit of the full train retrofit business primarily for contract

settlement costs. This was offset in part by the reversal of a provision of $61 million that we had
previously recorded related to  one of our divested businesses based on a settlement proposal issued
by the ruling court. In 2021, we recorded losses of $67 million which were mostly related to the full train
retrofit business but also related to legacy EPC projects and the divested oil & gas EPC business.

At December 31, 2022, our remaining hon &ore activities primarily include the completion of the
remaining EPC contracts for substations and oil & gas.

e
Liquidity and capital resources

Principal sources of funding

We meet our liquidity needs principally using cash from operations, proceeds from the issuance of debt
instruments (bonds and commercial paper), and short #germ bank borrowings. In 2022, we also received
significant funds from the sale of our remaining investment in Hi tachi Energy which was sold in
December 2022.
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Our net debt/cash is shown in the table below:

December 31, ($ in millions) 2022 2021
Short -term debt and current maturities of long -term debt 2,535 1,384
Long -term debt 5,143 4,177
Cash and equivalents (4,156) (4,159)
Restricted cash - current (18) (30)
Marketable securities and short  -term investments (725) (1,170)
Restricted cash - non-current e (300)
Net debt (cash) (defined as the sum of the above lines) 2,779 (98)

During 20 22, cash generation from operating activities was lower than in 2021 while we increased our
total cash payments to shareholders in the form of dividends and purchases of treasury stock. These
factors were the primary contributors to the change in net debt as presented in the table above.

During 202 2, we changed from a net cash position of $98 million at December 31,2021, to a net debt
position of $2,779million at December 31, 202 2. The effect of the exchange rate movements reduced

net debt by a pproximately $30 million . In 2022, we received net proceeds of $1,552 million for the sale
of our remaining investment in Hitachi Energy . We generated cash flows from operating activities

during 202 2 of $1,287million and sold treasury stock in relation to our employee share plans for

$394 million. We also issued shares in our subsidiary ABB E -Mobility to third parties in private

placements for $ 216 million. These items were more than offset by amounts for purchases of treasury
shares of $ 3,553 million , including $ 2,891 million relating tot he announced buyback s of our shares , as
well as $1,698 million for the payment of the dividend to our shareholders . We made net purchases of
property, plant and equipment and intangible assets of $635 million and made payments of dividends
to noncontrolling shareholders  totaling $99 million . £“* "z—oe*e‘'—e§ Zej—C¢—ee# "}leon“j¢t—mes ¢'¢—o—0¢—
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Our Corporate Treasury Operations is responsible for providing a range of treasury management
services to our group companies, including investing cash in excess of current business requirements.
At December 31, 2022 and 20 21, the proportion of our aggregate "Wej— e’ “YE£—a(mElucing #
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Treasury Operations amounted to approximately 51 percent and 44 percent, respectively.

Our investment strategy for cash (in e  xcess of current business requirements) has generally been to
invest in short -term time deposits with maturities of less than 3 months, supplemented at times by
investments in money market funds, and in some cases, government securities. We actively monito r
credit risk in our investment and derivative portfolio s. Credit risk exposures are controlled in
accordance with policies approved by our senior management to identify, measure, monitor and

control credit risks. We have minimum rating requirements for ou r counterparts and closely monitor
developments in the credit markets making appropriate changes to our investment policy as deemed
necessary. In addition to minimum rating criteria, we have strict investment parameters and specific
approved instruments as  well as restrictions on the types of investments we make. These parameters
are closely monitored on an ongoing basis and amended as we consider necessary.

Our cash is held in various currencies around the world. Approximately 41 percent of our cash and
equivalents held at December 31, 2022, was in U.S. dollars, while the most significant foreign currencies
in which cash and equivalents was held was euros (21 percent) and Indian rupees (10 percent) .

We believe the ongoing cash flows generated from our busin  ess, supplemented, when necessary,

through access to the capital markets (including short germ commercial paper) and our credit facilities

are sufficient to support business operations, capital expenditures, business acquisitions, the payment

of dividends to shareholders and contributions to pension plans. Consequently, we believe that our

ability to obtain funding from these sources will continue to provide the cash flows necessary to satisfy

our working capital and capital expenditure requirements, as wel | as meet our debt repayments and

other financial commitments for the next 12 >e@C—j FIC®RC o' CL£eS eeS—eel—eoj e’ ‘o>>5—Cr"Ci#

Due to the nature of our operations, including the timing of annual incentive payments to employees,
our cash flow from ope rations generally tends to be weaker in the first half of the year than in the
second half of the year.
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Debt and interest rates

Total outstanding debt was as follows:

December 31, ($ in millions) 2022 2021
Short -term debt and current maturities of long -term debt 2,535 1,384
Long -term debt:
Bonds 4,944 3,984
Other long -term debt 199 193
Total debt 7,678 5,561

The increase in short -term debt in 20 22 was due primarily to the increase in  commercial paper
outstanding offset partially by a reduction in Current maturities of long -term debt.

At December 31, 2022, Long-term debt was $966 million higher compared to the end of 20 21 due to the
issuance of five new instruments which remain classified as Long  -term debt at December 31, 2022
(EUR 700 million 0.625% Instruments due 2024, EUR 500 million floating rate Instruments due 202 4,
CHF 150 million 2.1% Bonds due 2025, CHF 425 million 0.75% Bonds due 2027 and CHF 150 million
2.375% Bonds due 2030 ) offset partially by the reclassification to current of the EUR 700 million 0.625%
Instruments , due 2023. The increase in interest rates also resulted in a reduction in our long -term debt
of approximately $200 million due to the application of fair value hedge accounting on certain

outstanding instruments.

Our debt has been obtained in a range of currencies and maturities and with various interest rate

terms. For certain of our debt obligations, we use derivatives to ma nage the fixed interest rate
exposure. For example, we use interest rate swaps  and cross -currency interest rate swaps to
effectively convert fixed rate debt into floating rate liabilities. After considering the effects of interest

rate swaps and cross -curr ency interest rate swaps , at December 31, 20 22, the effective average interest
rate on our floating rate lon g-term debt (including current maturities) of $3,459 million and our fixed
rate lon g-term debt (including current maturities) of $2,771 million was 2.8 percent and 2.2 percent,
respectively. This compares with an effective rate of 0.3 percent for floating rate lon  g-term debt of
$3,598 million and 3.1 percent for fixed rate lon g-term debt of $ 1,885 million at December 31, 2021.

For a discus sion of our use of derivatives to modify the interest characteristics of certain of our
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Credit facility

In December 2019, we replaced our previous multicurrency revol ving credit facility with a new $2 billion
multicurrency revolving credit facility, maturing in 2024. In 2021 we exercised our option to  further
extend the maturity to  2026. No amount was drawn under the facilit y at December 31, 2022 and 20 21.
The facility is available for general corporate purposes and  contains cros s-default clauses whereby an
event of default would occur if we were to default on indebtedness, as defined in the facility, at or

above a specified threshold.

The credit facility does not contain financial covenants that would restrict our ability to pay dividends
o et e C—eeed "E®'] —0 C—" ‘eZ—Ce§ >0 ™UC| ze "£ C—* '“Ce128j " ¢-"
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Comm ercial paper

At December 31, 2022, we had two commercial paper programs in place:

¥ a$2billion commercial paper program for the private placement of U.S. dollar denominated
commercial paper in the United States, and

¥ a$2bilion Euro-commercial paper program for the issuance of commercial paper in a variety of
currencies.

At December 31, 2022 and 2021, there was no amount outstanding  under the $2 billion program in the
United States .

At December 31, 2022, $1,383 million was outsta nding under the $2 billion Eur o-commercial paper
program. There was no amount outstanding at December 31, 2021.
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European program for the issuance of debt

The European program for the issuance of debt allows the issuance of up to the equivalent of $8 billion
in certain debt instruments. The terms of the program do not obligate any third party to extend credit

to us and the terms and possibility of issuing any debt under the program are determined with respect

to, and as of the date of issuance of, e ach debt instrument. At December 31, 2022, five bonds (principal
amount of EUR 700 million, due in 2023 , principal amount of EUR 700 million, due in 202 4, principal
amount of EUR 500 million, due in 202 4, principal amount of EUR750 million, due in 2024 , and principal
amount of EUR 800 million, due in 2030 ) having a combined carrying amount of $ 3,444 million were
outstanding under the program.  The carrying amount of the three bonds outstanding under the

program at December 31,2021, was $2,522million.

Credit ratings

Credit ratings are assessments by the rating agencies of the credit risk associated with ABB and are
based on information provided by us or other sources that the rating agencies consider reliable. Higher
ratings g enerally result in lower borrowing costs and increased access to capital markets. Our ratings
ot et " _eotitr et o ot H ¥
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At December 31, 2022and 2021, our long-term debtwas rated A3 ¢ 8§ e+¢’8 | e’ ‘£ “0e¢&Stable-¢—
outlook . At December 31, 2022 and 2021, our long -term debt was rated A- by Standard _ ,++ gnd
currently with a Stable outlook

Limitations on transfers of funds

Currency and other local regula tory limitations related to the transfer of funds exist in a number of
countries where we operate or otherwise have bank deposits , including: China, Egypt, India, Malaysia,
the Russian Federation, South Africa, South Korea, Taiwan (Chinese Taipei), Thailan d, Turkiye and
Vietnam . Funds, other than regular dividends, fees or loan repayments, cannot be readily transferred
offshore from these countries and are therefore deposited and used for working capital needs in those
countries. In addition, there are cert  ain countries where, for tax reasons, it is not considered optimal to
transfer the cash offshore. As a consequence, these funds are not available within our Corporate

Treasury Operations to meet shor t-term cash obligations outside the relevant country. The above
described funds are reported as cash in our Consolidated Balance Sheets, but we do not consider these
funds immediately available for the repayment of debt outside the respective countries where the cash

is situated, including those described above. At December ece’ C—" eoSe@'" o" "Wej— ece’
“YE—oe3“eCi# e00’ "eo ™M Ceed" [“'£ —(@+"p ceemtilH>"pei# £0'" j£'— §—H>—Cel—ocej
(either regulatory or su b-optimal from a tax perspective) totaled approximately $1,381 million and

$2,074 million, respectively.

During 2022, we continued to direct our subsidiaries in countries with restrictions to place such cash
with our core banks or investment grade banks, in order to minimize credit risk on such cash positions.
We continue to closely monitor the situation to ensure bank counterparty risks are minimized.

oo-n”
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e
Financial position

Balance sheets

December 31, ($ in millions) 2022 2021 % Change
Current assets

Cash and equivalents 4,156 4,159 0%
Restricted cash 18 30 (40)%
Marketable securities and short -term investments 725 1,170 (38)%
Receivables, net 6,858 6,551 5%
Contract assets 954 990 (4)%
Inventories, net 6,028 4,880 24%
Prepaid expenses 230 206 12%
Other current assets 505 573 (12)%
Current assets held for sale and in discontinued operations 96 136 (29)%
Total current assets 19,570 18,695 5%
For adiscussion ece wWej— @’ “YE£—nmed3 ¢ {““ j“‘¢—ecej "€E—YE£—'ePligipae’ WeZ—C¢e3
joE ‘Yj " "E®'—ee# e’ "Wej— "Se¥i# "e "E£ ¢-" '“Ce—3§j

Marketable securities and shor t-term investments decreased in 2022. The change primarily reflects
lower amounts placed in bank time deposits and a reduction in amounts placed in money market funds
classified as equity securities fj““ ", ¢ “- Cash and equivalents, marketable securities and short -
¢" > —ea“jtr"“eti# Co o£ wWemjeS—'¢C¢" z—@ee'—S $¢C“>"cCig

Receivables, net, increased 5 percent (12 percent in local currencies) reflecting the higher  revenues (due
to both higher business volumes and higher prices) at the end of 2022 compared to 2021. Receivables
also decreased 3 percent due to the spin -off of th e Turbocharging Division.

Contract assets decreased 4 percent (increased 2 percentin local currencies) . Contract assets
decreased 2 percent due to the spin -off of the Turbocharging Division with the remaining local
currency increase of 4 percent reflecting higher levels of  business activit y at the end of 2022 compared
to 2021.

Inventories, net, increased 24 percent (32 percentinlocal currencies) and were significantly higher in all
inventory categories . A portion of this increase reflects higher business activities at the end of 2022

compared to 2021 as well as higher inventories in order to fulfil the higher order backlog. W e also had a
significant build -up in the amount of raw materials as well as cost increase s for materials . Supply chain
challenges and shortages in the availability of some items have created the need for our businesses to

stockpile certain key components . These challenges have also resulted in some delays in completing
and delivering finished goods. The impact of the spin -off of the Turbocharging Division was a
reduction of Inventories, net, of 3 percent.

Current assets held for sale and in discontinued operations d ecreased to $ 96 million from $ 136 million.

These amounts primarily relate to working capital for certain contracts relating to the former Power
Grids business which remain with  ABB and are being executed over time for the direct benefit of
Hitachi Energy  ze ¢—" "“Ce—3j " ¢—" ojj“¢Cj " ¢—* ,e¥" { —'j +£Diseantinued ““ ",¢"

o72" ot —eeij#t Co of WwWejeS—'eC" z—0eee'—*S FCeC">"0C

December 31, ($ in millions) 2022 2021 % Change
Current liabilities

Accounts payable, trade 4,904 4,921 0%
Contract liabilities 2,216 1,894 17%
Short -term debt and current maturities of long -term debt 2,535 1,384 83%
Current operating leases 220 230 (4)%
Provisions for warranties 1,028 1,005 2%
Other provisions 1,171 1,386 (16)%
Other current liabilities 4,323 4,367 (1)%
Current liabilities held for sale and in discontinued operations 132 381 (65)%

Total current liabilities 16,529 15,568 6%
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Accounts payable, trade,
Turbocharging Division reduced the balance by 2

remained flat (increase 6 percent in local currencies) while the spin -off of the

percent. The local currency increase reflects higher

inventory purchases but the increase was muted as payment terms with suppliers have become

somewhat less favorable in a constrai  ned supply chain environment

Contract liabilities increased 17  percent (increased 24 percent in local currency) reflecting higher levels

of business activity at the end of 2022 compared to 2021. The spin
reduced the amoun t by 1 percent.

The increase in shor t-term debt and current maturities of long  -term debt
increase of commercial paper borrowings
reclassification to current of the EUR 700 million 0.625%

repayment at maturity of the USD 1,250 million 2.875% Notes, due 2022.

-off of the Turbocharging Division

in 2022 was due to an
under the Euro-commercial paper program and the
Instruments , due 2023, offset partially by

the

Current operating leases includes the portion of the operating lease liabilities that are due to be paid in

the next 12 months. For a summary of operating lease liabilities, see
Consolidated Financial Statements.

"eg

Provisions for wa rranties increased 2 percent (7 percentin local currencies).

_€u.iui# ¢. ’E

The spin -off of the

Turbocharging Division reduced the amount by 2

percent. The local currency increase reflects the

higher provisioning in 2022 on increase d revenues as well as increases in exp ected costs for certain

newer product lines.
Wes>—C>"0celj

‘
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Current liabilities held for sale and in discontinued operation
$381 million. The decrease included the settlement of $136

For details on the change in the Provision
et —oeer'—"“j# Co of weejeS—'

STe ¥e eeG—%] %%t oe¢c |

" Zz—oeee'—eS fCeC“>"CeC|

s decreased to $132 million from
million for certain indemnification

guarantees which were provided in connection with the original sale of the Power Grids business to

Hitachi. The remaining amount
Power Grids business as described above.

s primarily relate to certain working capital balances of the former

December 31, ($ in millions) 2022 2021 % Change
Non-current assets
Restricted cash, non -current e 300 (100)%
Property, plant and equipment, net 3,911 4,045 3)%
Operating lease right -of-use assets 841 895 (6)%
Investments in equity -accounted companies 130 1,670 (92)%
Prepaid pension and other employee benefits 916 892 3%
Intangible assets, net 1,406 1,561 (10)%
Goodwill 10,511 10,482 0%
Deferred taxes 1,396 1,177 19%
Other non -current assets 467 543 14)%
Total non -current assets 19,578 21,565 (9)%
The non-current Restricted cash at December 31, 2021, related to certain amounts received on the initial

sale of the Power Grids business
our contractual obligations to Hitachi. See

in 2020 which were placed in escrow, pending resolution of certain of
"egt - x—

e C—E" o7" eC—eij#t Co o£ wWeejeS—'e¢"’

Financial Statements.
Hitachi in December 2022, the restrictions on
removed.

In 2022, Property, plant and equipment, net

In connection with the sale of the remaining ownership in Hitachi Energy to

the bank account where this ¢ ash was deposited were

, decreased 3 percent ( increased 2 percent in local

currencies) . The spin -off of the Turbocharging Division reduced this balance by 4

percent.

In 2022, Goodwill remained flat (increased 2 percent in local currencies) . The local currency increase

primarily reflects the purchase of In  -Charge.

Intangible assets, net, decreased 10 percent ( 8 percent in local currencies). Acquisitions of businesses

)

primarily In -Charge, increased Int angible assets, net, by 5 percent. For additional information on

eee’'¥ 88 e’ —eteoee—-S
Financial Statements.

oLt O oy ¥t e’

The balance for Investment in equity -accounted companies at December
represent ed our remaining 19.9 percent interest in the Hitachi
remaining interest in December 2022.
ferZee—"j
Consolidated Financial Statements.

— 2 Cepe—eS

*iji“Ci# Ceo of weoejeS—"eC"’

31, 2021, primarily

Energy joint venture. We sold this
For additional information on investment
j““ ",efAcquisitions, div estments and equity -¢‘‘e£0e¢“’ ‘e>Zece—"j# Ceo of

s in equity -accounted
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Prepaid pension and other employee benefits  increased 3 percent ( 6 percent in local currencies). The

spin -off of the Turbocharging Division reduced this balance by 10 percent. For additional information

e® ,“Bj—e0e 0’ “>Z5e8"" o ""AIC Y ZEGIC T @"T—Ci# Ceo of werejeS—'eC¢" z—o0e
Statements.

In 2022, Deferred taxes increased 19 percent ( 26 percent in local currencies). For details on deferred tax

CiitC Ut ", edBt taetert Ceol"iH# Ceo of wem@jeS—'eC" z—ee®‘ —eS ICeCt " @]
December 31, ($ in millions) 2022 2021 % Change
Non-current liabilities

Long -term debt 5,143 4,177 23%
Non-current operating leases 651 689 (6)%
Pension and other employee benefits 719 1,025 (30)%
Deferred taxes 729 685 6%
Other non -current liabilities 2,085 2,116 1)%
Non-current liabilities held for sale and in discontinued operations 20 43 (53)%
Total non -current liabilities 9,347 8,735 7%

Long -term debt increased 23 percent. The balance at December 31, 2022, includes five instruments
newly issued in 2022: i) EUR700 million 0.625% Instruments due 2024, i) EURS500 million floating rate
Instruments due 2024, iii) CHF 150 million 2.1% Bonds due 20 25, iv) CHF 425 million 0.75% Bonds due
2027 and v) CHF 150 million 2.375% Bonds due 2030. This was patrtially offset by the reclassification to
current of the EUR 700 million 0.625% Instruments, due 2023, as well as a reduction of 5 percent in
reported amo unts due to fair value hedge accounting adjustments. Foreign currency movements also
reduced the balance by 3 percent over the year. For additional information on Long  -term debt, see
"E—VYE—"—(C8 s@ WeZ--elxSChieL " "€ ¥CEFHe| 126 X eCH Co of
Consolidated Financial Statements.

Non-current operating leases includes the portion of the operating lease liabilities that are due to be
paid in more than 12 months.

Pension and employee benefits decreased 30 percent (26 percentin lo cal currencies) . For additional
information on Pension and employee benefits see " ,¢¢“17- y>Z23+8“" o“®“"—C¢i# ¢ £ weeejeS—'
Financial Statements.

For a breakdown of Other non aurrent liabilities, see 'Note 13- Other provisions, other current
liabilities and other non -‘£ “oce ¢ §— «to-0firConsolig#ted Financial Statem ents.

Non-current liabilities held for sale and in discontinued operations relate to the sale in 2020 of the

".¥H { _li .Ei—cenii Z. ¢_H lu¢._§i .H ¢_n é—..—§—¢—“i .H ¢_3_”.¥u { —’i .E
X—ij‘et—ao£" «7'togiConsglilated Financial Statements.

Cash flows

The Consolidated Statements of Cash Flows are shown on a continuing operations basis , with the
effects of discontinued operations  shown in aggregate for each major cash flow activity and also
include the impact from changes in restricted cash.

The Consolidated Statements of Cash Flows can be summ  arized as follows:

(% in millions) 2022 2021 2020
Net cash provided by operating activities 1,287 3,330 1,693
Net cash provided by investing activities 981 2,307 6,760
Net cash used in financing activities (2,394) (4,968) (8,175)
Effects of exchange rate changes on cash and equivalents (189) (81) 79

Net change in cash and equivalents and restricted cash (315) 588 357
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Operating activities

($ in millions) 2022 2021 2020
Net income 2,594 4,650 5,205
Loss (income) from discontinued operations, net of tax 43 80 (4,860)
Depreciation and amortization 814 893 915
Total adjustments to reconcile net income to net cash provided by

operating activities (excluding depreciation and amortization) (434) (2,593) 263
Total changes in operating assets and liabilities (1,683) 308 352
Net cash provided by operating activities e continuing operations 1,334 3,338 1,875
Net cash used in operating activities e discontinued operations (47) (8) (182)
Cash flows from operating activities in continuing operations in 20 22 provided net cash of

$1,334 million, adecrease of 60 percent compared to 20 21 of which 7 percent was due to m ovements in

exchange rates. In addition, in 2022, we had lower cash effective netincome ( i.e. netincome from

continuing operations  adjusted for depreciation, amortization and other non -cash items ) partially due

to costs associated with business transformation activities , higher costs relating to business
restructuring and costs for  the spin -off of the Turbocharging  Division and other business portfolio

transactions .In 2022, this reduction was also impacted by payments of approximately $315million in

relation to regulatory penalties for the Kusile project.

In 2022, an increase in both business volumes and inflation  -driven cost and price changes resulted in

a high buildup of
inventory with a less favorable timing of inventory payments , an increase in amounts receivable from

growth in our working capital. Changes in  operating assets and liabilities reflected

customers as well as the timing of payments  for accrued liabilities, including  higher employee bonuses
paid in 2022 compared to 2021 . Cash paid for income taxes decreased to $1,188million from

$1,292 million, reflecting the higher current income taxes in 2021, including tax impacts from the sales
of businesses. In 2022 and 2021, there were no sign ificant cash flows from operating activities of

discontinued operations.

Investing activities

($ in millions) 2022 2021 2020
Purchases of investments (321) (1,528) (5,933)
Purchases of property, plant and equipment and intangible assets (762) (820) (694)
Acquisition of businesses (net of cash acquired) and

increases in cost - and equity -accounted companies (288) (241) (121)
Proceeds from sales of investments 697 2,272 4,341
Proceeds from maturity of investments 73 81 11
Proceeds from sales of property, plant and equipment 127 93 114
Proceeds from sales of businesses (net of transaction costs and cash

disposed) and cost - and equity -accounted companies 1,541 2,958 (136)
Net cash from settlement of foreign currency derivatives (166) (121) 138
Changes in loans receivable, net 320 (19) ?3)
Other investing activities (14) 4 11
Net cash provided by (used in) investing activities e continuing

operations 1,207 2,671 (2,272)
Net cash provided by (used in) investing activities e discontinued

operations (226) (364) 9,032
Net cash provided by investing activities for continuing operations in 2022 was $1,207 million

compared to $2,671 million during 2021, a decrease of $1464 million. In 2022, we received net proceeds
in connection with the sale of our remaining equity ~ -method investment in Hita chi Energy of

$1,552 million. In addition, included in Changes in loans receivable, net, are funds collect ed from a

subsidiary of Accelleron in October 2022, related to a short  -term intercompany loan granted in

anticipation of the Turbocharging Division sp  in off. In 2021, we received proceeds of $ 2,958 million in

connection with sales of businesses, primarily from the sale of the Dodge business.
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The following presents purchases of property, plant and equipment and intangible assets by
significant asset cate gory:

($ in millions) 2022 2021 2020
Construction in progress 540 479 493
Purchase of machinery and equipment 127 150 134
Purchase of land and buildings 26 158 17
Purchase of intangible assets 69 33 50
Purchases of property, plant and equipment and intangible assets 762 820 694

Cash expenditures for acquisitions of businessesi  n 2022 primarily reflects the amount paid to acquire
In-Charge while the amount in 2021 primarily reflects the  acquisition of ASTI .

Cash flows used in investing activities for discontinued operations includes amounts relating to the
original sale of the Power Grids business to Hitachi . We sold this business in 2020 and reported net
cash proceeds of $9,168 million in that year . Certain amounts related to the purchase price were

subject to adjustment, including the final settlement for working capital balances as well as other
payments which were contractually due to be  transferred to Hitachi in periods after the init  ial sale. In
2022 and 2021, these un certain elements of the purchase price , including the original indemnification
guarantees, were finalized and we made payments related to the purchase price and certain other
obligations totaling $ 227 million and $364 million, respectively .

Financing activities

($ in millions) 2022 2021 2020
Net changes in debt with maturities of 90  days or less 1,366 (83) (587)
Increase in debt 3,849 1,400 343
Repayment of debt (2,703) (1,538) (3,459)
Delivery of shares 394 826 412
Purchase of treasury stock (3,553) (3,708) (3,048)
Dividends paid (1,698) (1,726) (1,736)
Cash associated with the spin -off of the Turbocharging Division 172) e e
Dividends paid to noncontrolling shareholders (99) (98) (82)
Proceeds from issuance of subsidiary shares 216 e e
Other financing activities 6 (41) (49)
Net cash used in financing activities e continuing operations (2,394) (4,968) (8,206)
Net cash provided by financing activities e discontinued operations e e 31

Our financing cash flow activities primarily include debt transactions (both from the issuance of debt
securities and borrowings directly from banks), share transactions (including share transactions in
consolidated subsidiaries) and payments of distributi  ons to controlling and noncontrolling
shareholders. In 2022, we also distributed cash as part of the spin  -off of the Turbocharging Division.

In 2022, the net inflow f or debt with maturities of 90 days or  less related to net borrowings of amounts
outstandin g under the Euro-commercial paper program and various local country borrowings.

}oe "loet teit —aoe '"eC# Z —>«initidd Dorfaivings ofat terms longer than 90 days under
the Euro -commercial paper program of $1,425 million and borrowings under the following six long -
term debt transactions  (total cashflow amount at date of borrowings of $ 2,390 million):

CHF 275 million 0% Bonds due 2023

EUR700 million 0.625% Instruments due 2024
EURS500 million floating rate Instruments due 2024
CHF 150 million 2.1% Bonds due 2025

CHF 425 million 0.75% Bonds due 2027

CHF 150 million 2.375% Bonds due 2030

H H+ H+ H H

In 2022 ‘“epayment of debt #ncludes the repayment at maturity of the USD 1,250 million Notes and
repayments of $1,345million under the Euro -commercial paper program for  borrowings having terms
longer than 90 days.

"x“8§—u" § ¢ j—e “Primandy reflects cash received from the exercise of options in connection
with our Management Incentive Plan ( resulting in a delivery of 16 million shares ). All shares were
delivered out of Treasury stock.
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'Proceeds fromissuance of j£ej—'—e 8§ j—¢ “ji# —ce “§eC"j ¢Ceo ¢—" jeSMabily— “j *8 uvv y
Holdings Lt d through a private placement of $216  million.

IN2022 ", £ ‘—ej" ¢” ¢ “ej£ § j¢e+'™2891'miflioh jofcash payments to purchase 91 million of
our own shares in connection with the announced share buyback program s. It also reflects $662 million
paid to purchase 20 million shares on the open market during  the year.

'Cash associated with the spin -off of the Turbocharging Division # “Z “j“0e¢j ¢—" e>ef@ € ¢” ‘coj— e
cash equivalents which were directly owned by the entities in the spin -off of the Turbocharging
Division at the date of the spin  -off.

Contractual obligations and commitments

The contractual obligations presented in the table below represent our estimates of future payments
under fixed contractual obligations and commitments. The se amounts may differ from those reported
in our Consolidated Balance Sheet at December  31,2022. Changes in our business needs, cancellation
provisions and changes in interest rates, as well as actions by third parties and other factors, m ay
cause these estimates to change. Therefore, our actual payments in future periods may vary from

those presented below . The table below summarizes certain of our cash requirements for known

contractual obligations and principal and interest payments unde r our debt instruments  and purchase

obligations at December 31,2022, and the timing thereof . For details of future operating and finance

S¥ej" Ze8>"@Cj| (""TAeE"ei"j# Ceo of wemrjeS—'eC" z—0eer'—*S fCeC">"@(j
At December 31, 2022 ($ in millions) Current Non-current Total
Long -term debt obligations 1,058 5,235 6,293
Interest payments related to long  -term debt obligations 70 629 699
Purchase obligations 3,519 949 4,468
Total 4,647 6,813 11,460

In the table above, the 'Long germ debt obligations  #eflect the cash amounts to be repaid upon
maturity of those debt obligations. The cash obligations above will differ from Long term debt due to
the impacts of fair value hedge accounting adjustments and premiums or discounts on certain debt.

We have determined the interest payments related to long term debt obligations by reference to the
payments due under the terms of our debt obligations at the time such obligations were incurred.
However, we use inte rest rate swaps to modify the interest characteristics of certain of our debt
obligations. The net effect of these swaps may increase or decrease the actual amount of our cash

interest payment obligations, which may differ from those stated in the above ta ble. For further details
.CE '£ yu.¢ ..é—..¢—.cEi .CE’ ¢_u ué.¢ui }_—2‘-’9(““i'¢#‘“¢”’.£“ W'CEi'é—”¢“’ Z_CE.CEL_.é
Statements.

Purchase obligations are defined as agreements to purchase goods and services that are enforceable

and legally binding, that specify all significant terms, including the quantities to be purchased, price
provisions and the approximate timing of the transac tions. Purchase obligations includes procurement
cont racts for raw materials, sub -contracted work, supplies and services.  Purchase obligations include
amounts recorded as well as amounts that are not recorded in the Consolidated Balance Sheets.

Off &mlanc e sheet arrangements

Commercial commitments

We disclose the maximum potential exposure of certain guarantees, as well as possible recourse
provisions that may allow us to recover from third parties amounts paid out under such guarantees.

The maximum potential exposure does not allow any discounting of our assessment of actual exposure
under the guarantees. The information below reflects our maximum potential exposure under the
guarantees, which is higher than our assessment of the expected exposure.
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Guarantees

The following table provides quantitative data regarding our third garty guarantees. The maximum
potential payments represent a worst  &ase scenario, and do not reflect our expected outcomes.

Maximum potential payments @

December 31, ($ in millions) 2022 2021
Performance guarantees 4,300 4,540
Financial guarantees 96 52
Indemnification guarantees e 136
Total 4,396 4,728
(1) Maximum potential payments include amounts in both continuing and discontinued operations

2) Certain indemnifications provided to Hitachi in connection with the divestment of Power Grids were without limit.

The carrying amount of liabilities recorded in the Consolidated Balance Sheets reflects our best

estimate of future payments, which ~ we may incur as part of fulfilling  our guarantee obligations. In

respect of the above guarantees, the carrying amounts of li abilities at December 31, 2022 and 2021,

amounted to $ 1million and $156 million , respectively, the majority of which  in 2021 is included in
discontinued operations

In addition, in the normal course of bidding for and executing certain projects, we have e ntered into
standby letters of credit, bid/performance bonds and surety bonds (collectively 'berformance bonds #
with various financial institutions. Customers can draw on such performance bonds in the event that

we do not fulfill our contractual obligatio ns. We would then have an obligation to reimburse the

financial institution for amounts paid under the performance bonds. At December 31, 2022 and 2021,
the total outstanding performance bonds aggregated to $2.9 billion and $3.6 billion, respectively; of
each of these amounts, $ 0.1billion relates to discontinued operations. There have been no significant
amounts reimbursed to financial institutions under these types of arrangements in 2022 and 2021.

For additional descriptions of our performance, financial and indemnification guarantees see ‘Note 15-
wes>—(¢>“e¢j e’ ‘e0e ¢ —tmreurEonsdlidated Financial Statements.
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e
Report of management on internal control over financial
reporting

The Board of Directors and Management of ABB  €¢’ ece’ —¢j ‘e@jeS—"¢¢"" jEej—"—e —"“j f"uvv#g « “
‘ e@C 3 eo" T —(eece

‘jZeei—e8" e “jCeeZ—j——@e o@® >e—@le—m@—0es +"YEC" —C" ®eS
internal control over financial reporting is designed to provide reasonable assurance regarding the

reliability of financial reporting and the preparation and fair presentation of the published

Consolidated Financial Statements in accordance with U.S. genera  Ily accepted accounting principles.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the
risk that controls may become inadequate because of changes in conditions, or that the degree of

‘ “

>728—ee'" ¥—C— uVvV | ZeS—"'—"j e@  Z ¢'"E “j >¢8 "“¢C" —e o¢"
Management conducted an assessment of the effectiveness of internal control over financial reporting
based on the criteria established in Internal Control e Integrated Framework issued by the Committee

of Sponsoring Organizations of the Treadway Commission (2013 framework). Based on this

cii“ii>" et seeee"r @ —ej ‘ee'SE'" ¢—<C¢ uvvitrpl everfinanod Eegortag was
effective as of December 31, 2022.
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e,o{u{ ¢-* —0e'“z2"ce
"—oeee'—eS jCeC > "02C| —ef —jjiE£" e cZ—0—ec s ¢-" """ foverfimaricigl
reporting as of December 31,2022, which is included on page 66 of this Annual Report.

(Bq: “._i¢“ oy zE.g_l .ll.£m¢_w. 11_ > ¥_. .£1_¢u) ¢_u W')2°w§ i A.(
"uvv | —eet” mee§

Bjorn Rosengren Timo lhamuotila

Chief Executive Officer Chief Financial Officer

Zurich, February 23, 2023
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KPMG

statutory Auditor s Report

To the General Meeting of ABB Ltd, Zurich

Report on the Audit of the Consolidated Financial Statements

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of ABB Ltd and subsidiaries (the Group) as of
December 31, 2022 and 2021, the related consolidated income statements, statements of comprehensive income, cash
flows and changes in stockholders’ equity for each of the years in the three-year period ended December 31, 2022, and
the related notes (collectively, the consolidated financial statements on page 69 to 137), including a summary of
significant accounting policies. In our opinion, the consolidated financial statements present fairly, in all material
respects, the financial position of the Group as of December 31, 2022 and 2021, and the results of its operations and
its cash flows for each of the years in the three-year period ended December 31, 2022, in conformity with U.S. generally
accepted accounting principles (US GAAP) and comply with Swiss law.

Basis for Opinion

We conducted our audit in accordance with Swiss law, Swiss Standards on Auditing (SA-CH) and the standards of the
Public Company Accounting Oversight Board (United States) (PCAOB). Our responsibility is to express an opinion on
these consolidated financial statements based on our audit and our responsibilities under those provisions and
standards are further described in the “Auditor's Responsibilities for the Audit of the Consolidated Financial Statements”
section of our report. We are a public accounting firm and are independent of the Group in accordance with the
provisions of Swiss law and U.S. federal securities laws, together with the requirements of the Swiss audit profession,
the U.S. Securities and Exchange Commission and the PCAOB, and we have fulfilled our other ethical responsibilities
in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a reasonable basis for our
opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the consolidated
financial statements that were communicated or required to be communicated to the audit committee and that: (1) relate
to accounts or disclosures that are material to the consolidated financial statements and (2) involved our especially
challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in any way
our opinion on the consolidated financial statements, taken as a whole, and we are not, by communicating the critical
audit matters below, providing separate opinions on the critical audit matters or on the accounts or disclosures to which
they relate.

Critical Audit Matters

— Revenue recognition for certain long-term fixed price contracts using the percentage-of-completion
'—u':-? method
001 —

P 1ax 3
Q111 Valuation of unrecognized tax benefits related to transfer pricing
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Revenue recognition for certain long-term fixed price contracts using the percentage-of-completion method

Critical Audit Matter

As discussed in Note 2 to the consolidated financial
statements, revenues from the sale of customized
products, including long-term fixed price contracts for
integrated automation and electrification systems and
solutions are generally recognized on an over time basis
using the percentage-of-completion method of
accounting. For the year ended December 31, 2022, the
Group reported $24,471 million of revenue from sales of
products, a portion of which related to long-term fixed
price contracts.

We identified the evaluation of estimated costs to
complete related to revenue recognition of certain long-
term fixed price contracts using the percentage of-
completion method of accounting as a critical audit
matter. In particular, a high degree of subjective auditor
judgment was required to evaluate the Group’s estimates
regarding the amount of future direct materials, labor and
subcontract costs, and indirect costs to complete the
contracts.

Our response

The following are the primary procedures we performed
to address this critical audit matter. We evaluated the
design and tested the operating effectiveness of certain
internal controls related to the Group’s revenue process
including controls over the development of estimates
regarding the amount of future direct materials, labor and
subcontract costs, and indirect costs. We assessed the
Group'’s historical ability to accurately estimate costs to
complete by comparing historical estimates to actual
results for a selection of contracts. We evaluated the
estimate of remaining costs to be incurred for a selection
of contracts by assessing progress to date and the nature
and complexity of work to be performed through
interviewing project managers and inspecting
correspondence, if any, between the Group and the
customer and/or subcontractors.

For further information on revenue recognition for long-term fixed price contracts refer to the following:

— Note 2 “Significant accounting policies”

Valuation of unrecognized tax benefits related to transfer pricing

Critical Audit Matter

As discussed in Note 2 to the consolidated financial
statements, the Group operates across multiple tax
jurisdictions, is exposed to numerous tax laws and is
regularly subject to tax audits by local tax authorities. As
discussed in Note 16, the Group reported total
unrecognized tax benefits of $1,350 million, a portion of
which related to transfer pricing.

We identified the valuation of unrecognized tax benefits
related to transfer pricing as a critical audit matter. A high
degree of subjective auditor judgment and specialized
skills and knowledge was required in assessing the
Group’s interpretation of international tax practice and
developments in relation to intragroup charges and
intragroup sales of goods and services and the Group’s
ability to estimate the resolution of the tax positions.

Our response

The following are the primary procedures we performed to
address this critical audit matter. We evaluated the design
and tested the operating effectiveness of certain internal
controls related to the Group’s tax process including
controls related to the Group’s interpretation of
international tax practice and developments in relation to
intragroup charges and intragroup sale of goods and
services and the estimate of the related unrecognized tax
benefits. We tested the identified costs that have a higher
likelihood of being challenged by tax authorities
associated with intragroup arrangements and potential
price adjustments for intragroup sales of goods and
services. We involved tax professionals with specialized
skills and knowledge, who assisted in evaluating (1) the
Group’s historical ability to accurately estimate the
unrecognized tax benefits related to transfer pricing by
comparing historical tax positions to subsequent
settlements (2) the Group’s transfer pricing



documentation and methodology for compliance with
applicable laws and regulations by assessing the
documentation and relevant agreements, (3) the impact of
new information or changes in international tax practice
and developments on historical tax positions, and (4)
developing an independent expectation of the
unrecognized tax benefits estimate relating to current
year tax positions in connection with the Group’s
intragroup charges and intragroup sales of goods and
services and comparing the results to the Group’s
assessment.

For further information on unrecognized tax benefits refer to the following:

— Note 2 “Significant accounting policies”
— Note 16 “Income taxes”

Other Information in the ABB Annual Reporting Suite

The Board of Directors is responsible for the other information. The other information comprises the information included
in the ABB Annual Reporting Suite (consisting of the Integrated Report, the Financial Report, the Corporate Governance
Report, and the Compensation Report), but does not include the consolidated financial statements, the stand-alone
financial statements of the company, the compensation report and our auditor’s reports thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Board of Directors for the Consolidated Financial Statements

The Board of Directors is responsible for the preparation and fair presentation of consolidated financial statements in
accordance with US GAAP and the provisions of Swiss law, and for such internal control as the Board of Directors
determines is necessary to enable the preparation and fair presentation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Board of Directors is responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the Board of Directors either intends to liquidate the Group or to cease operations, or has
no realistic alternative but to do so.
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Auditor’s Responsibilities for the Audit of the Consolidation Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
Swiss law, SA-CH and PCAOB standards will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with Swiss law, SA-CH and PCAOB standards, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

— ldentify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the consolidated financial statements. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

— Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made.

— Conclude on the appropriateness of the Board of Directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the Group
to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

— Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statements. We are responsible for the
direction, supervision and performance of the Group audit. We remain solely responsible for our audit opinion.

We communicate with the Board of Directors and the Audit Committee regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies or material weaknesses
in internal control that we identify during our audit.

We also provide the Board of Directors and the Audit Committee with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate threats or
safeguards applied.

From the matters arising from the audit of the financial statements that were communicated or required to be
communicated to the Board of Directors and the Audit Committee, we determine those matters that related to accounts
or disclosures that are material to the financial statements and involved especially challenging, subjective, or complex
auditor judgment in current period and are therefore critical audit matters.
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